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He's  on  your  site.  He's  interested. 

He's  done  everything  short  of  jumping 

in  your  sales  guy's  lap.  Gen  em! 


The  new  age  of  business  requires  new  ways  of  making  sales.  Right  now,  hot  sales  prospects  are  on  your  web 
ite,  gathering  information  about  your  company's  products  or  services.  The  problem  is,  they  won't  be  there  long 
>efore  they  move  on  to  check  out  the  competition.  You  need  a  way  to  actively  engage  them  now-before  they 
:lick  away.  At  NewChannel,  we  give  you  the  power  to  not  only  identify  the  best  prospects,  but  actually  reach 
Hit  and  immediately  move  them  through  the  sales  process.  And  it  all  happens  through  your  site. 
Dur  record  speaks  for  itself.  Telesales  reps  from  companies  using  NewChannel  are  closing  twice  as  many  sales 
is  they  did  just  answering  800  numbers. Turn  your  web  site  into  the  powerful  sales  tool  it  was  meant  to  be. 
3o  to  newchannel.com/getem  and  see  how  you  can  double  your  sales. 


NewChannel  Inc. 

The  hottest  prospects  are  on  your  site. 


newchannel.com/getem 


The  thrill  of  a  sport  sedan  . 

The  serenity  of  a   luxury  sedan. 
Capabilities  beyond  any  sed 


Starting  at  $34,15  0.  As  shown   $36,15  0/ 


•MSRPs  for  2001  QX4.  excluding  $525  destination  chuige.  tax.  title  and  license.  QXA  4WD  shown  with  optional  Premium  Package.  Retailer  sets  actual  price.  ''Always  wear  your  seat  bel 


THE  2001  INFINITI  QX4. 
Why  must  certain  driving 
pleasures  end  when  the 
road  turns  from  pavement  to 
snow,  rocks  or  worse?  In  the 
newlnfiniti  QX4,  they  don't. 
A  host  of  innovations  blur 


the  lines  between  "SUV  and 
"luxury  sedan":  A  thrilling 
new  engine  whose  240 
horsepower  makes  it  the 
most  powerful  V6  of  any 
luxury  SUV.  One  of  the  world's 
most  advanced  automatic 
4WD  systems.  Ingenious 


features  that  include  Xenon 
headlights,  front-seat  active 
head  restraints"  and  a  6- 
disc,  in-dash  CD  changer. 
The  new  Infiniti  QX4.  It 
takes  performance,  luxury 
and  innovation  to  a  whole 
new  place:  Anyplace. 


800-319-5394    /    infiniti.com 


QX4  ^V>'NF.MIT 


I.  Own  one  and  you'll  understand. 


*!    should  be  in  the  rear  seats  properly  restrained.  With  a  front-passenger  air  bag,  never  place  a  rear-facing  car  seat  in  the  front  sea'  ti  Division  of  Nissan  North  America.  Inc. 


in   e-business 


i, 


,'JRVIVAL   MEANS    ATTRACTING    ATTENTION   TO    WIIAiS    CRITICAL. 


sw  economy,  the  proliferation  of  e-mail  messages, 

mail,  faxes,  and  web  sites  tan  obscure  or 
literate  time-sensitive,  crucial  data.  BackWeb*        i 
real  solution.  Its  patented  Polite™  Push  tech- 
■  utomatcs  the  delivery  of  critical  information — 
BM —  to  your  sales  force,  call  center  reps,  employees, 


^ 


resellers,  and  customers.  BackWeb  can  ensure  information 

is  noticed  immediately,  with  a  multimedia  graphical  alert 

that  appears  on  users'  PCs.  For  a  white  paper  on  how 

BackWeb  can  acceli  ■  rything  from  sal 

automation    to   executive    communications,    go    to 

www.backweb.com/acceleratel.html  or  call  1-SOO-SM  0100. 


What  Pushes  e-business 

e  many  companies  using  HackWeb:    BELL  ATLANTIC  MOBILE,  CISCO,  ROBERTSON  STF.I  mi    PACKARD 


Cruise  the  halls  of  freedom  with  abandon.  You  what  you  do,  not  who  you  are.  And  your  rite  of 

now  have  the  license  to  do  what  you  want,  where         passage  is  the  new  Toshiba  Portege®  3440CT 
you  want,  and  when  you  want.  Because  work  is  portable.  Come  and  go  with  a  newfound 


I 


©2000  Toshiba  Amenca  Inlormaton  Systems.  Inc  Portego  ,s  a  regtstered  trademark  of  Toshiba  Amenca  Informal  Systems,  the  All  spectafons  and  avalabMy  are  sublet  to  change  Ucensed  operatmg  system  retailed  All  1 


freedom  that  fits  neatly  within  your  hands.  shake.  It's  technology  that  allows  you  to  leave 


At  3.4  lbs.  light  and  less  than  1"  thin,  this 


portable  allows  you  to  really  move  and 


the  building.  It's  technology  that  sets  you  free. 


Visit  toshiba.com  or  call  1-800 -TOSHIBA 


your 


pass  to 


choose  freedom 

TOSHIBA 
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Driver.  Fleet  Manager.  CFO. 
It  accommodates  all  of  them  comfortably. 

Why  can  businesspeople  feel  more  comfortable  choosing  Impala'  over  Taurus  SE?  For  drivers,     |    M    P    A    L    A 

Impala  has  more  standard  horsepower  and  overall  room  than  Taurus.  Fleet  managers  like  that 

Impala  has  better  overall  fuel  economy!  And  for  CFOs,  Impala  has  a  higher  residual  value 

than  Taurus!  Put  Impala  on  your  selector  list.  You'll  see  that  you  actually  can  please  everybody.     WE'LL  BE  THERE 


' Based  on  EPA  estimoled  MPG  of  Impala  3400  V6  engine,  20  city/32  highway  and  Ford  Taurus  3.01  2V  V6  engine,  19  city/28  highway. 
1  Based  on  Residual  Value  Lease  Guide  of  1997-2000  models  from  January  through  March  2000.  ©2000  GM  Corp   Buckle  up,  Americal 
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New  This  Issue 

No  Lockout  Next  Season  Go  to  our  Web 

site  for  our  annual  valuation  of 
Major  League  Baseball,  as  well  as 
additional  data  and  commentary 


Alan  (Bud)  Selig 

on  all  30  teams.  Find  out  why  we 
think  Commissioner  Alan  (Bud) 
Selig — who  is  threatening  a  lock- 
out next  spring  if  owners  are  un- 
able to  put  through  a  salary  cap  to 
curb  player  costs — won't  make  it 
to  first  base  with  this  threat. 

Artificial  Intelligence  didn't  live  up  to  its 
original  hype  but  is  now  making  in- 
roads into  software  and  computers. 
How  much  trust  should  we  put  in 
computer  algorithms?  Forbes.com 
looks  at  this  debate. 

Ready-to-Wear  Computers  You  have  a  PC 
on  your  desk,  one  at  home  and 
maybe  one  in  your  briefcase.  How 
about  a  computer  on  your  belt? 
Forbes.com  looks  at  what  may  be 
the  next  trend. 

IBM  Goes  B2B  Learn  why  IBM's  Lou 
Gerstner  changed  his  mind  about 
business-to-busine.ss  exchanges, 
and  why  IBM  is  racing  to  build  its 
Websphere  software  suite. 


Online  Columnists 


Adam  Leitzes 


Joshua  Solan 


Jerry  Flint 


David  Simon 


Net  CentS  Where  is  the  new-issues  market  headed?  Forbes.com  colum- 
nists Adam  Leitzes  and  Joshua  Solan  share  their  investment  model  that  predict 
IPO  performance  for  the  short  and  long  term.  The  results  may  surprise  you. 

D3CKSG3t  Driver  Business-to-business  Web  sites  linking  manufactui 
ers  and  suppliers  are  the  rage — even  in  Detroit— but  columnist  Jerry  Flin 
says  they  are  just  another  way  to  squeeze  auto  suppliers  and  a 
distraction  to  auto  executives. 

UOllble  I3ke  The  recent  rout  of  Internet  stocks  has  made  their 
valuations  semirational,  argues  columnist  David  Simons,  who  shares  his 
thoughts  on  how  to  figure  out  which  valuations  now  make  sense  and 
which  ones  are  still  irrational. 


FORBES'  Money  Guide  is  also  available  on  our  Web  site.  Our  online  version  includes 
expanded  stock  tables  and  a  calculator  on  the  Vanguard  Windsor  fund  that  allows 
you  to  adjust  its  ten-year  aftertax  return  according  to  your  tax  rate.  You  can  also  find 
another  useful  tool:  before  tax  and  aftertax  returns  on  1,000  stock  funds. 


MggfftXBB 


k*   w 
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94  SMALLER  METROS 


Forbes 


Which  are  the  Best  Places  in  America 
for  technology  entrepreneurs  to  launch 
and  run  a  company?  See  our  site  for  an 
interactive  version  of  the  Forbes/Milken 
Institute  study  ranking  200  large 
metropolitan  locations  and  94  smaller 
locales  on  their  desirability. 


Check  out  our  new  stock  market  messaf 
board  center— which  is  done 
partnership  with  Raging  Bull.  The  cent 
has  10,000  message  boards,  with  dai 
postings  on  thousands  of  stocks.  To  fir 
the  message  board  center,  follow  the  lir 
on  our  home  page. 
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Sometimes  you're  lucky  and  already  know  exactly  where  your  customers  are. 
Most  of  the  time  you're  not.  And  when  you  need  to  work  a  little  harder  to  find  them, 
Microsoft®  MapPoint™  business  mappingsoftware  can  help.  MapPoint  lets  you 
go  beyond  the  obvious  and  dig  deeper  not  only  to  find  where  your  customers  may 
be,  but  to  uncover  new  business  trends  and  opportunities  as  well.  Combine  the 
geographic  and  demographic  data  in  MapPoint  with  your  sales  figures  or  trend 
data  you've  pulled  from  the  Web,  and  literally  see  what  wasn't  so  clear  before.  But 
MapPoint  isn't  just  for  finding  customers.  Add  the  ability  to  display  sales  data  with 
ease,  and  there's  never  been  a  tool  quite  like  it.  So  whether  your  data  comes  from 
a  phone  call  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for  you.  And 
while  your  targeting  strategy  may  not  be  obvious,  it  doesn't  have  to  be  impossible. 
Come  visit  www.microsoft.com/mappoint  to  get  started. 
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Tax  law 
(selected  portion 


Rethink  Your  Personal  Finance 

Consider  these  three  propositions: 

■  Index  funds  are  tax-efficient. 

■  Money  spoils  kids. 

■  Stocks  beat  bonds. 

These  are  all  taken  as  more  or  less 
axiomatic  in  the  world  of  financial 
planners.  Should  they  be?  Larry 
Light,  the  editor  who  put  together 
this  issue's  Investment  Guide,  will 
force  you  to  reexamine  them. 

This  magazine  has  been  a  fan  of  the 
Vanguard  500  Index  fund  for  a  long 
time.  The  fund  has  landed  on  our 
Honor  Roll  four  times,  in  large  part 
because  it  delivers  good  results  with- 
out forcing  big  taxable  distributions 
onto  its  shareholders.  But  in  her  article 
on  tax-smart  investing  (page  280), 
Janet  Novack  asks  whether  you  can 
do  better.  A  key  fact:  Funds  can  pass 
through  gains  but  not  losses  to  their 
shareholders. 

Money  ruins  kids,  right?  Warren 
Buffett  says  so;  he's  going  to  leave  his  wealth  to  charity.  Bri 
McMenamin,  author  of  the  cover  story,  takes  issue  with 
great  investor.  "When  a  child  grows  up  to  be  a  loser,  it's  co 
forting  to  the  parents  to  blame  wealth,"  she  says.  "But  thi 
absurd:  Money  didn't  raise  the  child,  the  parents  did."  I 
story,  "Who's  Spoiled?"  is  on  page  266. 

Stocks  beat  bonds?  They  sure  did  in  the  last  century,  av 
aging  a  7%  real  return.  That  they  always  will  (over  long  p» 
ods)  is  taken  as  a  given  by  many  an  expert,  like  this 
quoted  in  the  Wall  Street  Journal:  "People  are  often  woefi 
underexposed  to  stocks." 

But  since  1920  the  average  ratio  of  stock  prices  to  c 
porate  earnings  was  14,  and  it  is  no  coincidence  that  the 
erage  return  is  pretty  close  to  the  inverse  of  the  P/E  rai 
With  P/Es  now  double  the  norm,  perhaps  stock  returns  o 
the  next  decade  or  two  will  be  half  the  norm.  Turn  to  p; 
312  for  a  fascinating  debate  on  this  issue,  orchestrated 
James  M.  Clash,  between  bear  Jeremy  Grantham  and  b 
Henry  Blodget. 

We  make  no  claims  to  being  able  to  call  market  tops,  1 
we  do  guarantee  that  the  Investment  Guide  will  make  > 
think  long  and  hard  about  your  portfolio,  your  tax  reti 
and  the  way  you  raise  your  kids. 
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READERS   SAY 


Conspiracy  Denied 

While  you  are  entitled  to  publish 
your  views  about  abuses  in  class  ac- 
tion cases  generally,  you  have  done  a 
disservice  to  me  and  your  readers  by 
falsely  suggesting  in  your  article 
"Conspiracy  of  Silence"  (May  1, 
p.  68)  that  I  and  my  law  firm  made 
"concessions  favorable  to  the  defen- 
dants in  return  for  an  agreement  by 
the  defense  to  keep  its  mouth  shut 
while  the  judge  [reviewed]  our  fees." 
FORBES  unfairly  failed  to  mention  a 
number  of  facts  that  made  the  Wa- 
ters case  unrepresentative  of  the 
other  examples  FORBES  chose.  For 
example,  there  were  no  facts  to  sug- 
gest a  "conspiracy  of  silence"  with 
the  defendants'  attorneys.  In  fact,  the 
three  defense  firms  strongly  objected 
to  our  fees.  The  trial  court,  affirmed 
by  the  11th  Circuit,  specifically 
found  that  the  "settlement  plainly  is 
not  collusive,"  that  the  fees  were  fair 
and  reasonable  and  that  the  fees, 
portrayed  by  FORBES  as  excessive, 
represented  seven  years  of  work  by 
my  firm  and  barely  covered  our  ac- 
tual time  invested  in  the  case,  in- 
cluding five  months  of  jury  trial.  Sig- 
nificantly, the  AARP  filed  an  amicus 
brief  in  support  of  our  award. 

NEIL  GOTEINER,  ESQ. 

Farella  Braun  &  Martel 
San  Francisco,  Calif. 

FORBES  merely  raised  the  possibility 
that  Mr.  Goteiner  compromised  the  in- 
terests of  the  class.  We  acknowledge  the 
courts'  findings  that  he  did  not.   — ED. 

Syracuse  Speaks 

In  "Willis  Carrier's  Ghost"  (May  29, 
p.  152)  you  summarized  many  of  the 
challenges  faced  in  Syracuse  and 
across  the  Northeast  ten  years  ago. 
Syracuse  met  those  challenges  with 
an  unprecedented  public/private 
partnership.  As  a  result,  the  Syracuse 
area  now  leads  upstate  New  York  in 
job  growth,  regaining  every  job  it  lost 
during  the  early  1990s.  We  have  also 
streamlined  government  while  hold- 
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Where  To  Put  LBOs:  A  Buyout  Am 
Your  Business  Targets  Tccli  Sloe1 
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CAN  SIGH 
WAGONER 
MAKE AN 
OLD-LINE 
COMPANY 
GO  DIGITAL? 


U?" 
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Shop  Talk 

Maybe  I  missed  it,  but  "Digital 
Drive"  (May  29,  p.  128),  like 
every  other  "Can-GM-come- 
back?"  article  I've  seen,  didn't 
contain  a  mention  of  the  q- 
word:  quality.  As  a  former  GM 
employee,  I  gave  the  company  a 
chance  by  leasing  a  1995 
Riviera.  The  quality  was  so  ap- 
palling that  I  asked  to  be  let  out 
of  the  lease  (twice),  and  GM 
wound  up  extending  the  war- 
ranty to  the  end  of  the  lease. 
After  20-plus  years  of  trying, 
perhaps  GM  can  get  its  act  to- 
gether. But  I'm  never  coming 
back  to  find  out. 

ALAN  M.  PERLMAN 
Highland  Park,  III. 


ing  the  line  on  property  taxes  fill 
seven  consecutive  years. 

In  1999  the  Places  Rated  Alman: 
ranked  Syracuse  in  the  top  10%  M 
places  to  live.  Expansion  magaziu 
called  us  one  of  America's  hottest  citis 
for  new  business.  This  year  we  are  a  ! 
nalist  for  the  All-America  City  awar 
and  last  month  both  Moody's  ar 
Standard  &  Poor's  upgraded  our  shoi 
term  bond  rating  to  the  highest  le\ 
possible. 

Today  Syracuse  is  on  the  verge 
landing  the  nation's  largest  retail  ar 
entertainment  center.  This  $900  m 
lion  facility  will  draw  35  million  vi 
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fgex  and  Standard  &  Poor s     ^ 

RatingsDirect 


?i/  provide  global  risk  analysis.  We  manage   Web  servers. 

Together    we   do   e-business. 


Standard  &  Poor's  has  been  setting  the  standard  in 
objective  credit  analysis  for  more  than  140  years. 
Today,  financial  professionals  worldwide  are  able  to 
make  informed  financial  decisions  -  24x7x365  -  by 
accessing  credit  information  via  Standard  &  Poor's 
RatingsDirect.com.  At  Digex,  we  may  not  know  much 
about  risk  analysis,  but  we  do  know  what  it  takes  to 
run  a  successful  e-business. 
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keeps  e-business  in  business" 


We  supply  the  hardware,  software,  and  pre-engineered 
platforms  that  include  best-of-breed  technology  to  get 
your  site  up  and  running -fast  and  reliably.  Our  world- 
class  data  centers  and  networks  are  optimized  for 
performance  and  availability,  so  your  site  is  online 
24x7x365.  We  provide  the  administration,  monitoring, 
and  security  services  necessary  to  make  sure  your  site 
stays  up  and  running  smoothly  and  securely. 

Financial  professionals  look  to  Standard  &  Poor's. 
Standard  &  Poor's  looks  to  Digex. 


II 

igex.com/frbs  I  -  888  -  digexO  I 

Digex.    Inc.    AM    trademarks,    tradenames    and    service    marks    mentioned    and/or    used    belong    to    their    respective    owners.    All    rights    reserved. 


How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description 


AtmatMrol 
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For  reservations,  visit  us  at  www.walrJort-towers.com  or  call  your  professional  travel  agent  or  The  Waldorf  Towers  at  1-888-WATOWER 
The  Waldorf  Towers,  its  logos  and  logotypes  are  registered  trademarks  ot  Hilton  Hotels  Corp.  ©  2000. 
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itors  a  year  (75%  from  outside  c}r 
home  county)  and  speed  the  redev- 
opment  of  our  ongoing  Inner  Harlr 
project.  The  facts  show  that  Syracuse 
success  story  is  real  and  growing. 

ROY  A.  BERNAF I 

May 

Syracuse,  Aa 

DAVID  P.  CORDEJJ 

Presidp 

Syracuse  Chamber  ofCommee 

Fear  of  Flying 

Your  report  on  the  high  cost  of  :s 
flight  entertainment  ("Runway  Pi-i 
duction,"  May  29,  p.  76)  made  me  si. 
Not  the  writing — but  what  you  wr<ie 
about.  I  will  be  flying  to  Europe  n<jj 
month.  When  I  arrive  in  Amsterdam 
will  resemble  a  human  sacrifice  uM 
earthed  from  an  Inca  grave  site.  ErH 
less  hours  in  a  fetal  position  in  eccl 
omy  class  will  do  that  to  a  person! 
the  airline  would  dump  the  movie  wl 
the  inaudible  soundtrack  and  give  il 
three  to  four  more  inches  of  leg  rool 
the  trip  might  be  enjoyable.  Nahrl 
Too  radical. 

OSCAR  W.  FO.I 
Carson  City,  l<m 

IPO:  We  Didn't  Know  I 

In  "Overhangover"  (May  15,  p.  183)  I 
stated  that  Symyx  Technologies  floall 
30  million  shares  during  its  initial  pii 
lie  offering  last  year.  Actually,  the  coa 
pany  issued  6.4  million  shares  to  tl 
public  during  its  IPO.  Also,  we  stall 
that  Dow  Chemical,  BASF  and  UnileJ 
held  23  million  shares  due  to  come  cl 
of  lockup  in  May.  Those  three  comrl 
nies  hold  no  stock  in  Symyx,  but  <| 
partners  with  it. 

A  Grave  Error 

In  "No  Grave  Undertaking"  (May  J 
p.  168)  the  name  of  WhiteLight's  c 
founder  should  have  appeared  as  De 
nis  Sternitzky.  Also,  the  company  se 
its  caskets  to  groups  like  the  Americ 
Legion  through  marketing  agreemei 
with  Celestial  Burial  Case. 
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Send  e-mail  fo  readers@forbes.ee 
Letters  will  be  edited.  Please  incli 
address  and  phone  number. 
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The 

network  will  always  be  the 

underpinning  of 

e-business. 


It's  a  simple  point  of  fact.  The  communications  network  is  the  vital  contact  between 
every  one  of  your  suppliers,  distributors,  sales  force  and  customers. 

So  consider  the  company  that's  provided  clear,  simple  contact,  from  the  first  time  the 
world  heard  a  pin  drop,  to  when  we  introduced  the  incredible  connective  power  of 
Sprint  ION",  Integrated  On-Demand  Network. 

Sprint  ION  integrates  voice,  video  and  data,  bringing  a  new  level  of  seamless 
collaboration  to  your  e-business,  strengthening  every  relationship  inside  and  outside 
your  company. 

You'll  also  find  Internet  service  that's  as  secure  as  it  is  reliable.  And  since  we've 
just  been  rated  top  collocation  host  along  with  attaining  the  leading  position  in 
managed  hosting  services*,  we  can  put  you  in  a  position  to  see  your  revenue  grow. 

Which  can  happen  when  you  have  the  network  that  was  ready  for  e-business, 
before  it  was  even  called  e-business.  Sprint. 

1-877-495-3501  or  visit  www.sprint.com/e-biz 


Sprint 


The  point  of  contact 
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Swelling  ranks  are  swell.  Aren't  they? 

Is  your  employee  roster  growing  faster  than  mainland  China?  Be  careful  you  don't  outgrow  your  expensive,  outmoded  voice  coi 

th  us  We'll  make  sure  it  changes  as  your  business  changes.  Because  these  days,  it  seems  there  are 


mrM 


>u  can  avoid  this  -  without  capital  investment  -  by  outsourcing  your 

ot  even  in  bathrooms.  Call  1-877-500-LINE,  or  visit  www.accessline.com/voice. 
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■'communications™ 
Call  us  at  the  first  sign  of  success. 
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Edited  by  William  P.  Barn 


informer@forbes.com 


Dig  That  Resort 


►  Clever  fellow,  that  Millard  Drexler.  The  Gap  Inc.  boss  wanted 
to  build  a  5,000-square-foot  vacation  home  60  feet  high  in 
trendy  Ketchum,  Idaho,  whose  notables  include  Forbes  400 
members  Samuel  Zell  and  Edgar  Bronfman.  But  zoning  limits 
homes  to  35  feet  above  grade.  No  problem.  Drexler,  55,  built 
directly  into  the  face  of  a  hill,  putting  the  house  partly  below 
the  hill's  slope.  Amid  neighbor  outrage,  officials  say  they  may 
close  the  loophole  for  future  projects.  — Tomas  Kellner 

A  $2  Billion  Dog  for  a  $2  Billion  Cat? 

►  Countryland  Wellness  Resorts,  a  pink-sheet-listed  Las  Vegas 
company  with  no  revenues,  just  filed  a  10-Q  saying  it  sold 
mining  interests  in  Plumas  County,  Calif,  to  the  Dominion  of 
Melchizedek.  That's  the  colorful  but  outrageous  scam  orches- 
trated by  twice-convicted  swindler  Branch  Vinedresser  that 
FORBES  exposed  nearly  a  decade  ago  (Jan.  7, 1991).  Stated  price: 
$2.7  billion  of  securities — issued  in  Melchizedek's  illusory  cur- 
rency. What's  up?  Countryland's  chief  exec  hung  up  on  us. 
The  California-based  Vinedresser,  who  now  goes  by  Tzemach 
David  Netzer  Korem,  sent  e-mail  quoting  scripture.    — W.P.B. 

Wall  Street  Meets  College  Street 

Our  periodic  look  at  recent  changes  in  college  bond  ratings  shows  that  academe  generally  is  taking 
good  advantage  of  favorable  economic  conditions.  —W.P.B. 

STATED  REASONS  INCLUDE 

Tight  controls,  low  debt,  less  tuition  discounting 

More  selective  admissions,  but  debt  tripled 

Increasing  student  demand,  $302  million  in  gifts 

High  tuition  reliance,  tight  liquidity 

Big  increase  in  endowment 

Strong  fundraising,  increase  in  research  grants 

62%  of  all  graduates  give  money 

30     F  O  R  B  E  S  ■  noo 


Management  by  Letter-Writing 

►  Between  advising  big-shot  bosses  around  tl: 
world,  management  guru  Peter  F.  Drucker,  9 
found  time  to  question  a  proposed  $49  millk| 
bond  issue  that  would  put  a  high  school  footb; 
stadium — clogging  streets  with  parked  cars — ve1 
near  his  Claremont,  Calif,  home.  As  we  hear  it,  i| 
termediaries  for  extremely  worried  local  schoj 
board  officials  talked  him  out  of  printing  a  critic 
letter  in  the  local  newspaper  before  this  month* 
referendum.  How?  By  promising  another  sin 
Reached  at  his  home,  Drucker  declines  comma, 
saying,  "I'm  just  one  of  the  neighbors."  — W.P.I 

A  Bridge  to  Where?  I 

►  Is  worldwide  business  data  competition  with  Bloombec 
and  Reuters  causing  privately  owned  Bridge  Information  Sy,- 
terns  to  gag  on  the  big  debt  it  incurred  buying,  among  othh 
properties,  Telerate  and  Knight  Ridder  Financial?  Tigh[; 
lipped  Bridge  officials  in  New  York  refer  to  latest  regulato' 
filings — which  show  negative  cash  flow  and  a  looming  $3 1 
million  balloon  repayment — but  say  debt  is  now  less.  Thf 
won't  discuss  placement  trends  of  their  dedicated  terminal 
Meanwhile,  in  Japan  partner  Kyodo  News  is  handing  back  I 
rights  to  distribute  Bridge  products.        — Benjamin  Fulfim 

Latest  Evidence  of  a  Bubbly  Market  , 

►  New  York  City  investment  bankers  Ravi  Gupta,  31,  aifl 
Sean  Low,  33,  thought  it  far  more  promising  to  quit  Prudent! 
Securities  and  launch  a  high-end  dinner  delivery  service  f 
hard-working  dealsters  who  spend  16-hour  days  at  W; 
Street-area  banks  and  law  firms.  Their  Red  Wine  With  F 
serves  up  to  100  meals  nightly  at  $20  a  throw.  Some  of  t 
haute  cuisine  dishes:  Breast  of  Duck  with  Mixed  Cher 
Reduction  and  Pan-Seared  Coriander-Crusted  Tuna  Ste* 
Served,  of  course,  with  Perrier.         — Chana  R.  Schoenben 


SCHOOL 

CHANGE 

Carleton  College 

Up 

College  of  New  Jersey 

I  'p  &  Down 

Cornell  University 

Up 

Nova  Southeastern  U 

Down 

Smith  College 

Up 

U  of  Southern  California 

Up 

Williams  College 

Up 

THERE'S 
A  GOOD 

REASON 

WE'RE  THE 
LEADER  IN 
INTERNET 
BANKING. 

(E  INVENTED  IT. 


/ears  ago,  S1  launched  the  world's  first  Internet-only  bank.  Since  then,  we've  taken  what  we've  learned  to  create  the  premier  online 
lotogy  for  the  financial  services  world.  With  S1 ,  financial  institutions  of  all  sizes  are  leveraging  the  Internet  to  meet  the  needs  of  their 
imers  and  increase  profitability. 

Here's  where  we  stand  today. 

•    The  inventor  of  online  banking,  SI  holds  a  patent  for  three-tier  technology  that 
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Empowering  financial  institutions 
to  improve  their  customers'  world. 


drives  online  financial  transactions. 

Developed  by  bankers  for  bankers.  Our  experience  in  both  banking  and  online 

technology  puts  us  in  a  unique  position  to  deliver  solutions  you  need. 

Solutions  for  over  800  financial  institutions.  Customers  include  more  than  half 

the  world's  top  100  banks.  Si  Internet  banking  technology  serves  more  than 

3  million  people  worldwide. 

Over  1800  employees  and  21  offices  in  11  countries  dedicated  to  developing 

and  deploying  the  premier  Internet  financial  services  solutions. 

To  leverage  our  experience,  please  visit  WWW.  SI  .COItl,  e-mail  us  at    sa  I  e  S  @  S  1  .  C  0  m ,   or  call    1-888-457-2237. 

©2000    S1    Corporation.    All    rights    reserved 
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Edited  bv  Susan  Afc 


Time  to  go?  Charles  Quackenbush. 
OCTOBER  20, 1997 

Insurancegate 

THREE  YEARS  AGO  FORBES  EXPOSED 
several  suspect  schemes  set  up  by  Cali- 
fornia Insurance  Commissioner  Charles 
Quackenbush,  including  a  government- 
run  earthquake  insurance  pool  that 
overcharged  consumers  for  lousy  poli- 
cies. It  looks  like  Quackenbush  is  up  to 
his  old  tricks. 

last  summer  the  Republican  com- 
missioner made  what  now  looks  like  a 
sweetheart  settlement  with  insurers  who 
had  owed  a  potential  $3  billion  in  fines 
for  mishandling  claims  from  the  1994 
Northridge  earthquake.  As  part  of  the 
deal  the  insurers  made  SI  1.8  million  in 
contributions  to  two  charities  Quack- 
enbush's  office  claimed  were  set  up  to 
benefit  the  public  interest.  So  far  they've 
benefited  Quackenbush,  financing  com- 
mercials on  earthquake  safety  featuring 
the  commissioner  and  produced  by  his 
political  team.  And  they've  doled  out 
money  to  a  football  camp  attended  by 
Quackenbush's  sons.  Newspapers  are 
calling  for  Ins  resignation,  but  the  com 
oner  maintains  he  did  no  wrong. 

— s..-V 


JUNE  14, 1999 

Break  Time 

IN  OUR  COVER  STORY  ABOUT  HOW 
high-powered  dual-career  couples 
make  their  marriages  click  finan- 
cially Cynthia  Danaher  and 
Richard  Kohn  told  FORBES  that 
their  goal  was  to  have  the  freedom 
to  be  able  to  walk  away  from  their 
jobs  at  any  time.  Goal  met.  Dana- 
her, who  had  been  overseeing  5,300 
employees  as  head  of  Hewlett- 
Packard's  medical  products  group, 
walked  away  last  October  after  1 5 
years  at  HP.  Deciding  to  leave,  says 
Danaher,  was  "a  long,  good 
process"  that  came  down  to  want- 
ing to  spend  more  time  with  her 
three  children,  ages  7, 1 1  and  13.  As 
yet  Danaher,  41,  has  no  immediate 
plans  to  go  back  to  work,  and  she  doesn't 
seem  to  miss  her  estimated  $450,000 


salary.  "I  feel  like  a  third-grader  oilh 
first  day  of  summer,"  she  says.  Huslm 
Kohn,  43,  is  still  heading  a  division  rf 
paper-packaging  company,  pulling  a 
six-figure  salary.  —  u 

MARCH  20,  2000 

Fixing  Xerox         I 

THREE    MONTHS    AGO    WE    ASE 
whether  Xerox  Chief  Richard  Tho  a 
could  turn  his  company  around  qu.J4 
enough  to  save  his  job.  The  answer* 
no.  The  board  ran  out  of  patience 
Thoman,  who  had  bungled  two 
structurings  and  turned  off  emplo 
with  his  remote  management  style, 
month  Thoman  agreed  to  resign, 
good  news,  as  we  predicted:  Invei 
have  brightened  on  Xerox.  The  sto 
up  more  than  30%  since  our  piece, 
Saudi  Prince  Alwaleed  bin  Talal 
invested  in  it.  — Paul  Klebn 


FlashbajLks. 


75  YEARS  AGO  IN  FORBES/OCTOBER  I.  1925 

U II 3 1  fl  U  3 11 5  When  the  Whelan  Brothers  Cigar  Store  threw  in  a  "Thank  you"  with  every  5 
cigar  and  started  lu  branch  out,  and  when  Woolworth  went  from  his  counter  of  low-priced  notions  to  th< 
5-and-IO-cent  store,  the  independent  storekeepers  were  put  out  of  business,  verbally,  wherever  villag 
town  prophets  gathered.  That  was  25  years  ago.  and  the  little  corner  stores  are  still  going  strong,  despii 
growth  of  enormous  cigar,  candy,  drug,  grocery,  dry  goods  and  restaurant  chains. 

40  YEARS  AGO  IN  FORBES/OCTOBER  I.  I960 

M3ke  Mine  Ch0C0l3te  Hershey  Chocolate  Corp.  has  long  been  noted  fo 

things.  First  of  all,  it  is  the  U.S.'  largest  maker  of  cocoa  products.  Secondly,  it  has  consistently  broken 
of  the  rules  which  are  supposed  to  make  a  business  successful:  It  has  refused  to  diversify,  spends  no 
penny  on  advertising  and  has  refrained  from  making  use  of  new  synthetic  raw  materials.  All  this  ruggt 
dividualism  has  produced  mixed  results.  Its  profit  margins  run  well  behind  some  other  U.S.  candy  mak 
Hershey  Foods  branched  into  pasta  and  restaurants,  but  sold  those  holdings;  the  majority  of  its  product 
now  chocolate-related. 


25  YEARS  AGO  IN  FORBES/MARCH  15.  1975 

rSdirig  Je3nS  More  than  a  year  after  The  fall.  Wall  Street  is  still 

suspicious  of  San  Francisco-based  Levi  Strauss  &  Co.,  maker  of  the  famed  Levi's 
jeans  for  all  ages  and  sexes.  No  wonder:  $14  million  in  losses,  from  an  out-of- 
control  European  inventory,  led  in  1973  to  a  sickening  53%  slide  in  earnings  per 
share.  This  from  a  "growth"  stock!  Management  now  considers  itself  vindicated.  J 
Levi  Strauss  bounced  back  with  the  best  year  in  its  124-year  history.  Profits  jM 
nearly  tripled  to  $3.20  a  share  on  a  37%  sales  gain,  to  $898  million.  But    A 
today,  for  all  the  company's  recent  progress,  it's  just  another  garment      ^ 
stock:  about  six  times  earnings. 
Lew  Strauss,  which  went  private  in  1985.  is  again  showing 
signs  of  trouble.  Its  profits  fell  to  $5.4  million  in  1999  from    ift 
$102.5  million  in  /9Sft 
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"How  can  you  beat  this... 

professional  like 

who  works  with  you  OHC"On~OnC^ 

backed-up  by  the  resources  and  people  of  a 

huge  global  company." 


Susan  Allen 

AXA  Advisors 


"I  love  my  job.  I  give  clients  the  time  and 
attention  it  takes  to  figure  out  tough  problems 
like  funding  college  or  a  secure  retirement. 
It  takes  careful  planning,  good  decisions... 
a  relationship  built  on  trust  and  respect." 
Susan  Allen  is  one  of  thousands  of  AXA  Advisors' 
professionals  who  help  clients  meet  long-term 
financial  goals.  "My  clients  like  the  personal 
attention,  but  1  tell  them,  'I'm  not  the  whole 
show!'  We're  part  of  the  global  AXA  group, 
one  of  the  five  largest  asset  managers  in  the 
world.'  It's  amazing  what  we  can  help  you 
accomplish.  We  can  change  your  whole  life." 
Reach  one  of  us  at  1(888)  AXA-INFO 
(888-292-4636)  or  visit  www.axa-adxisors.com 


Plannini 
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Relationship 


>vestments  ^ 


Tern 


/AXA  ADVISORS 

Building  Futures 
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«Add  this  content  to  your  site  and  presto! 
Your  audience  magically  reappears." 


There's  no  trick  to  bringing  your  audience  back  again  and 
again.  Provide  them  with  just  the  right  mix  of  insight  and 
ideas,  and  they're  mesmerized.  But  who  in  the  world  could 
possess  such  power?  Put  your  hands  together 
for  Syndicate— The  Content  Marketplace  for  the 
Web.  We  deliver  breaking  news  headlines  and 
photos,  in-depth  articles,  audio  and  video  to  Web 
sites,  wireless  devices  and  more.  Highly  entertaining. 
Fully  integrated.  And  updated  automatically 
throughout  the  day.  You  decide  what  content  you 
want,  how  it's  packaged,  presented  and  delivered. 
You  can  even  create  a  custom  feed  to  match  your 
specific  needs.  With  over  800  content  providers 
like  QuokkaSports,  Discovery,  Warner  Bros.,  and 
The  Motley  Fool,  you're  guaranteed  content  from  experts 
in  any  field.  To  learn  more  tricks  of  the  trade,  summon 
isyndicate.com.  You  won't  believe  your  eyes. 


I  Syndicate 

the  i  for  content 


www.  i syndicate  .com 
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MY   MIND 


Edited  bv  Tim  W.  Fere|t: 


Pork  for  Parents 

It's  election  season,  which  means  more 
promises  to  the  fertile  among  us.  What 
does  that  have  to  do  with  public  policy? 


ELINOR  BURKETT 

AUTHOR,  THE  BABY  BOON:  HOW  FAMILY-FRIENDLY 
AMERICA  CHEATS  THE  CHILDLESS  (THE  FREE  PRESS). 

At  least  in  the  parlance  of  politics,  "family  values"  used  to 
mean  traditional  mores,  and  bowing  to  them  entailed  such 
controversial  acts  as  despairing  of  teen  pregnancy  and  decry- 
ing the  dizzying  rate  of  divorce.  But  that  was  before  the  emer- 
gence of  the  Soccer  Mom  and  an  army  of  politicians  con- 
vinced the  best  way  to  court 
her  was  to  throw  money  at 
her  expensively  shod  feet. 
These  days,  family  values 
come  with  a  dollar  sign — 
and  a  bouillabaisse  of  federal 
programs  that  deserve  more 
controversy  than  they  get. 

Since  1997  parents  who 
indisputably  qualify  as 
upper-middle-class  have  re- 
ceived a  $500  tax  break  for 
each  minor  child  they  sup- 
port. They've  enjoyed  in- 
creased tax  credits  for  child 
care  and  education,  and  fed- 
erally mandated  work  leave 
to  bond  with  their  infants.  In 
some  states  it  is  even  a  matter 
of  law  that  they  get  time  off 
to  attend  school  plays. 

And  that  was  before  the 
2000  election  cycle  began.  The  president  is  now  attempting  to 
engineer  a  system  that  would  pay  parents  to  stay  home  with 
their  newborns,  and  members  of  Congress  are  pushing  legis- 
lation to  offer  tax  credits  to  mothers  who  don't  work  and  to  ex- 
tend the  Family  &  Medical  Leave  Act  to  more  of  those  who  do. 
If  George  W.  Bush  takes  up  residence  on  Pennsylvania  Avenue, 
he's  promised  to  double  the  per-child  tax  credit.  Not  to  be  out- 
done, Al  Gore  has  pledged  to  supplement  the  Social  Security  ac- 
counts of  workers  who  become  full-time  parents. 

When  did  the  nation's  parents  become  so  needy  of  gov- 
ernment largess?  Sure,  they've  had  their  exemptions  and  de- 


"Sure,  they've  had  their  exemptions  and  deductions 

whittled  away  by  inflation  and  upper-bracket 
artifice  on  the  part  of  politicians — join  the  crowd!" 


pact  on  the  federal  treasury.  The  current  $500-per-child 
credit  will  cost  $95  billion  over  the  first  five  years  of  the  pi 
gram.  And  Clinton's  paid  parenting  scheme  has  a  $68  milli 
annual  price  tag  just  for  the  initial  handful  of  test  states. 

That's  a  small  price  to  pay  for  easing  the  burdens  of  stn 
gling  parents — or  so  goes  the  sales  pitch  for  these  prograr 
But  that  come-on  is  deceiving.  By  blithely  ignoring  the  real 
that  most  of  the  nation's  parents  do  not  qualify  as  "need 
we  mock  the  plight  of  the  poor.  Forty  percent  of  the  per-ch 
tax  credits  are  targeted  to  the  type  of  parents  who  read  FORB 
Both  presidential  candidates  have  endorsed  schooling  subsid 
that  are  irrelevant  to  parents  without  spare  thousands  to  shit 
from  taxes  in  education  savings  accounts.  And  Govern 
Bush's  attempt  to  reduce  taxes  on  "working  families" 
wrapped  up  in  a  package  that  would  raise  the  income  eligil 
ity  limit  for  the  per-child  tax  credit  to  $200,000  a  year — han 
the  definition  of  "struggling"  in  a  country  where  an  $85,000 

come  lands  you  among  t 
top  20  percent  of  the  natioi 
income  earners. 

Perhaps  such  munificeri 
to  the  non-needy  could 
dismissed  as  a  harmless  i 
dulgence  if  it  did  not  create 
own  victims.  But  14  milli< 
Americans  over  the  age  of 
are  childless,  and  we  are  bei; 
turned  into  second-class  ci 
zens  by  politicians  hungry 
the  parent  vote. 

Every  time  Congress  ct 
the  taxes  of  parents,  no  mi, 
ter  their  need,  the  tax  burdd 
is  shifted  more  heavily  onj 
the  shoulders  of  nonparen  ] 
no  matter  their  circun 
stances.  We  are  already  liftui 
more  than  our  fair  share 
weight  on  the  job  and  recei 
ing  less  than  our  fair  share  of  the  compensation.  After  a 
when  parents  take  time  off  under  family  leave  to  tend  the 
newborns,  employers  don't  hire  new  workers  to  replace  ther  I 
they  shift  their  responsibilities  onto  the  childless,  who  wind  i 
doing  two  jobs  for  a  single  wage.  And  while  we  pretend  th 
employees  are  compensated  for  their  efforts,  not  their  ferti 
ity,  when  employers  meet  demands  for  subsidized  day  care  < 
lactation  rooms,  it  is  those  same  nonparents  who  end  up  wii' 
benefits  packages  worth  thousands  less  by  comparison. 

These  days,  courtesy  of  Washington,  there  is  a  real,  me; 
surable  value  to  being  an  American  family,  even  one  that  rid' 


ductions  whittled  away  by  inflation  and  upper-bracket  artifice     to  the  lake  house  in  a  $35,000  Expedition.  The  jet  ski  is  the  fee 
on  the  part  of  politicians— join  the  crowd!  eral  government's  bonus  gift — subsidized  by  those  of  us  witlj 

These  special  programs,  after  all,  are  hardly  without  im-      out  children. 
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1 1  was  a  task  noteworthy  for  overcoming 
irmountable  obstacles  thereby  providing 
tncity  to  a  region  that  desperately 
Jed  a  reliable  source  of  power. 
\  250-mile  transmission  line  was 
strutted,  stretching  from  Aguaytia,  in 
central  jungle  region  of  Peru,  across  the 
lies,  to  the  coast  north  of  Lima. 
It  took  14  months,  $281  million  and 
I  inspiration,  ingenuity  and  dogged 
ina  of  hundreds. . 
ve  can  conquer_J^  the  Peruvian 
cape,  it  stands  to  Jl  reason  we  can  help 
vour  problems  kA    T  here  at  home. 


amongo 


Rainfall  40 lectin     y*V Temperature: 
3  months  Vr  191-1027 


Jp»  Wind:  Gusts  up 


to  85mph 


f Iff Iff f f Iff If f f fttf tiff lift 

1 1  Force:  1,400  men.  tSvtded  into  6  crews,  employed  for  14  months 

I  B  Corrync.  steel  ond        Mules:  They  went  where      Tugs  4  Barges:  Looded 
1 1»,  'hey  moved  otong      there  were  no  roods.  Across     with  turbines  ond  generators, 
H  ta*  by  our  aews  The  Andes.  they  noveled  up  rhe  Amazon. 


Their 

Tl  I  ST  glass 

of  cold 


Were  one  of  the  largest  national  and 
global  resource  and  delivery  companies  ^Ip 

HOW  conquering 

the  Andes 

illuminated 
the  jungles  of  Peru 

in  the  world  with  the  wherewithal  ro  plan, 
execute  and  manage  an  entire  operation. 
We  modernize  Egypt's  Aswan  High 
Dam,  operate  power  plants  in  Spain, 


and  help  Ukraine's  power  suppliers 
function  in  a  free-market  economy. 

We  deliver  on  our  power.  We  deliver 
on  our  promises. 

So  today,  primitive  villages  and  bustling 
towns  are  supplied  with  PPL  electricity 
all  year  round. 

How  else  could  they  get  a  glass  of 
cold  milk? 


V 


.  2000.  All  lights  reserved 
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FIDELITY 


<: 


Fidelity 


Investments' 


WE  HELP  YOU  INVEST  RESPONSIBLY1 


0\L:   1  TAR 


FIVE   YL  \R 


TECHNOLOGY 

ELECTRONICS 

DEVELOPING  COMMUNICATIONS 

COMPUTERS 

SOFTWARE  AND  COMPUTER  SERVICES 

BUSINESS  SERVICES  AND  OUTSOURCING 


137.35%  52.90% 

169.21%  58.25% 

117.89%  45.21% 

92.44%  50.11% 

80.09%  39.13% 

8.24% 


36.66% 

39.69% 

33. 68%' 

36.04% 

31.24% 

21.96%1 


Returns  as  of  J/31/00?  Funds  listed  may  haw  invested  in  stocks  that  haw  experienced  significant 
gains,  including  stocks  in  technology  and  other  sectors,  there  is  no  guarantee  thai  these  gams  will 
qpntinue.  1  he  stock  market,  in  certain  sectors,  has  recend)  been  volatile  and  current  performance 
Tor  funds  ma\  have  changed.  Pasi  performance  is  no  guarantee  of  future  results.  Because  of  then 
narrow  locus.  Sector  funds  may  be  more  volatile  than  lund.s  ihat  diversify  across  many  sectors. 


lis  1 1  technology  stocks  have  been  big  winners,  but  others 

have  declined  sharply.  There  are  six  different  Fidelity  Select 
S  ihat  mainly  invest  in  companies  that  are  principally 
tefit  Irom  technological  advances.  Only  you  can 
■.  Inch  lands  are  right  For  your  portfolio,  but  see  what 

ellence  can  do  for  you. 


PETER  LYNCH 


J- or    mi!     SELECT    PORTFOLIOS    FUND    FACT    KIT    visit    FIDELITY. CO 


CALL 


tpeiwed. 


ges  and  expenses,  call  for  a  free  prospectus  and  read  il  carefully  before  investing. 
•d9a.m    >9  p.m.  El 


FACT  AND   COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding' 


AVOIDABLE  DEBACLE 


JNDEREQUIPPED.  OUTNUMBERED.  CARRYING  OUTDATED 
naps.  That's  the  sorry  state  of  the  United  Nations  peace- 
.eeping  mission  in  the  ravaged  country  of  Sierra  Leone.  No 
vonder  the  effort  turned  into  a  debacle  when  bloodthirsty 
ebels,  sensing  weakness  and  confusion, 
gnored  a  peace  agreement,  went  on  the  of- 
ensive  and  took  hostage  500  peacekeepers. 
)nly  the  efforts  of  a  few  hundred  British 
>aratroopers  prevented  the  insurgents 
rom  seizing  the  capital  of  Freetown. 

Sierra  Leone  rebel  leader  Foday  Sankoh 
ook  to  heart  the  advice  he  got  from  ally 
Charles  Taylor,  who  rules  Liberia:  Terrorize 
>n  a  massive  scale  and  people  will  let  you  take 
>ower  just  to  stop  the  bloodshed.  In  a  reign 
)f  terror  Sankoh's  rebels  routinely  raped 
vomen  and  chopped  off  the  limbs  of  count- 


Sankoh  is  a  sadist— and  the  White 
House  thought  it  could  work  with  him 


less  thousands  of  civilians — if  they  didn't  kill  them  outright 

What  should  be  done  in  Sierra  Leone  is  obvious:  Urge  the 
Nigerians,  who  want  to  keep  peace  in  their  own  backyard,  to 
return  and  rout  the  rebels — with  all  expenses  paid  by  the 
U.N.  If  the  Freetown  government  wants  to 
use  mercenaries,  as  it  has  in  the  past,  we 
should  let  it.  Sankoh,  fortuitously  recap- 
tured, should  be  tried  immediately; 
Liberia's  Taylor  should  be  told  not  to  try  to 
pick  a  replacement. 

Sierra  Leone  is  the  latest  piece  of  a  disas- 
trous U.N.  pattern  that  includes  Bosnia, 
Rwanda  and  East  Timor.  When  is  the  U.S. 
going  to  do  some  hard  thinking  about  its  and 
the  U.N.'s  miserable  performance?  Not  until 
the  Clinton/Gore  Administration  leaves 
town  and  realistic  policymakers  take  charge. 


ABOUT  TIME 


OR  A  VARIETY  OF  REASONS  OUR  ARMED  SERVICES  ARE  LOS- 
ng  alarming  numbers  of  key,  experienced  people.  At  last 
ingress  is  dealing  with  one  grievance:  retirement  benefits. 

In  1986,  when  enlistments  were  flush,  Washington  cut 
ack  retirement  benefits  for  new  personnel.  Previously,  if  you 
ad  served  20  years,  you  could  retire  with  a  pension  equal  to 
0%  of  your  basic  pay.  The  government  reduced  that  to  40%. 
ast  year  Congress  gave  service  members  who  joined  in  1986 
nd  after  the  choice  of  going  back  to  the  50%  provision  or 
taying  with  the  40%  and  receiving  a  lump  sum  of  $30,000. 

Simultaneously,  as  a  reenlistment  incentive,  Congress 


passed  a  new  benefit,  the  equivalent  of  the  private  sector's 
401  (k)  plans.  Individuals  can  contribute  up  to  5%  of  their 
basic  pay  to  a  tax-sheltered  investment;  each  service  can  then 
match  such  contributions.  Characteristically,  the  Administra- 
tion had  urged  such  a  program  but  did  not  provide  the  fund- 
ing. Fortunately,  Congress  is  doing  what  the  White  House 
did  not  do  and  is  coming  up  with  the  extra  money  in  this 
year's  defense  authorization  bill. 

That  it  took  so  long  to  implement  two  such  fundamental 
moves  is  sadly  symptomatic  of  the  Administration's  casual  re- 
sponse to  our  increasingly  troubled  and  short-changed  military. 


WASHINGTON  SHOULD  REPEAL 


destructive  law  that  particularly  hurts  small  business  owners 
/ho  want  to  sell  all  or  part  of  their  enterprises  on  an  install- 
nent  basis.  Even  though  the  payments  may  be  spread  out 
>ver  several  years,  the  seller,  in  most  cases,  has  to  pay  capital 
ains  tax  on  the  total  sale  price  immediately.  Not  surprisingly, 
>iis  has  a  chilling  effect  on  the  feasibility  of  such  transactions. 


In  response  to  growing  criticism,  the  IRS — which,  given 
the  way  the  law  was  written,  has  considerable  flexibility — 
proposed  a  "guidance"  that  will  allow  sellers  of  businesses 
with  gross  receipts  of  $1  million  or  less  to  pay  taxes  on  the 
sale  of  the  business  as  payments  are  actually  received.  Critics 
say  that  is  too  little,  and  they  are  right:  The  law  should  go. 


. 


GOVERNOR  TO  SCHOOL  REFORMERS:  DROP  DEAD 


M  NOVEMBER  MICHIGAN  VOTERS  WILL  HAVE  AN  OPPORTU- 
ity  to  strike  a  major  blow  for  education.  On  the  ballot  will  be 
referendum  called  Kids  First!  Yes!  It  would  give  parents  whose 


kids  attend  the  state's  worst-performing  schools  the  chance  to 
send  their  children  to  the  private  or  parochial  school  of  their 
choice  through  an  opportunity  scholarship  worth  $3,100  per 
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year  per  youngster.  Giving  parents  the  freedom 
ready  working  wonders  for  thousands  of  kids 
Dayton  and  Cleveland. 

Alas,  Governor  John  Engler  is  rabidly 
fighting  this  initiative.  Apparently,  he  fears 
that  the  teachers'  union  and  other  vested  in- 
terests will  demagogue  the  issue  and  that  the 
fallout  will  harm  Republican  candidates. 
Such  cravenness  is  yet  another  argument  for 
term  limits;  Engler  is  now  in  his  tenth  year  in 
office  (following  his  tenure,  Michigan's  gover- 
nors will  be  restricted  to  two  four-year  terms). 

Regrettably  for  children  trapped  in  failing 
schools,  the  governor  isn't  content  to  oppose 


to  choose  is  al- 
in  Milwaukee, 


Engler  plays  politics  at  the  expense 
of  poor  parents  and  pupils. 


the  referendum.  He  is  using  brass-knuckles  tactics  as  well.  Engl 
muscled  this  provision  into  the  new  budget  proposal:  If  the  rl 
erendum  passes,  every  school  district  will  lcl 
$100  per  pupil  in  state  aid.  Engler 's  pious  sji 
is  that  the  referendum  would  cost  $180  milli-p 
and  that  he  would  need  to  make  up  the  shof 
fall.  The  actual  cost  would  be  $60  million 
$80  million,  which  would  be  more  than  cc 
ered  by  the  state's  burgeoning  surpluses.  T; 
about  fiscal  blackmail. 

It  is  sad  to  see  a  once-energetic  reforrr 
like  John  Engler  playing  such  base,  destrv. 
tive  politics  with  kids  who  need  every  bre 
they  can  get  to  escape  the  cycle  of  poverty. 


COMING  SOON!  THE  '90s7  MOST  PROPHETIC  PREDICTOR! 


AT  12:01  A.M.  ON  JUNE  30,  FORBES.COM  WILL  ANNOUNCE  THE 
results  of  our  Decade  Contest.  The  winner  will  receive 
$100,000  for  most  accurately  estimating  in  1990  what  42  eco- 
nomic and  political  yardsticks  would  be  on  Dec.  31,  1999. 
More  than  6,000  readers  sent  in  entries.  Remarkably,  we  did 
not  ask  about  the  Internet,  which,  at  the  time,  few  had  heard  of. 
This  was  our  second  ten-year  contest.  It  is  also  our  last.  In- 


1989 


1999 


Median 
response 


Value  of  $1($) 

1 

0.74 

0.55 

Dow  Jones  industrials 

2.753 

11,107 

4,344 

Avg  daily  NYSE  volume  (mil) 

165 

809 

260 

Forbes  Sales  500  (cos  still  on  list) 

500 

301 

360 

Gold  ($  per  oz) 

399 

289 

500 

Oil  -  Saudi  light  crude  ($  per  bbl) 

18 

25 

30 

Oil  -  daily  U.S.  imports  (mil  bbl) 

8 

11 

9 

Hamburger  -  Big  Mac  ($) 

1.79 

2.38 

2.89 

Microwave  ovens  ($mil) 

70 

84 

110 

New  home,  single-family  ($) 

148,800 

195.800 

215,755 

Mortgage  rate  -  new  home  (%) 

10 

7 

10 

Prime  rate  (%) 

11 

9 

11 

30-year  Treasurys  (%) 

8 

6 

9 

GNP  (actual)  ($tril) 

5 

9 

9 

GNP  (1989  dollars)  ($tril) 

5 

7 

6 

National  debt  ($tril) 

3 

6 

5 

Federal  budget  surplus  (deficit)  ($tril) 

(152) 

124 

(60) 

U.S.  trade  surplus  (deficit)  ($bil) 

(109) 

(268) 

(25) 

Consumer  debt  ($bil) 

717 

1,393 

1.000 

Per  capita  income  ($) 

15.186 

24,307 

25.000 

Top  income  tax  rate  (%) 

28 

40 

35 

stead,  each  year  we  will  let  you  test  your  oracular  abilities 
the  upcoming  year.  In  our  Dec.  25  Investment  Guide  issi 
we  will  list  the  contest  questions,  which  you  can  answer  a 
enter  on  the  Internet  at  Forbes.com.  Participants  will  forec 
how  the  economy  and  financial  markets  and  other  releva 
measures  and  indicators  will  do  in  2001.  We  will  reveal  t 
winner  in  the  spring  of  2002  and  award  that  seer  $10,000. 


1989 


1999 


Mediai 
respon: 


Employed  workers  (mil) 

119 

139 

140 

Unemployed  workers  (mil) 

7 

6 

8 

Yen  per  dollar  (¥) 

143 

102 

150 

Deutsche  marks  per  dollar  (DM) 

1.70 

1.94 

1.70- 

Rubles  per  dollar  (black  market) 

30 

26,900 

45 

Computers  (mil) 

53 

113 

107 

First  class  stamp  ($) 

0.25 

0.33 

0.49 

Credit  cards1  (mil) 

908 

1,430 

1,200 

Fax  machines  (mil) 

3 

26 

16 

Homes  with  HDTV  (thou) 

- 

134 

9,050 

Cellular  phones  (mil) 

4 

86 

17 

Wristwatch  telephones  (thou) 

- 

- 

1,000 

Registered  motor  vehicles2  (mil) 

189 

210 

220 

Lawyers  (thou) 

726 

9863 

925 

Stockbrokers  (thou) 

439 

620 

450 

Pro  baseball  teams 

26 

30 

30 

U.S.  population  (mil) 

249 

274 

280 

World  population  (bil) 

5 

6 

6 

Party  in  White  House 

Republican 

Democrat 

Republic: 

Party  in  Kremlin 

Communist 

Unity 

Commun 

Countries  to  emerge  from  U.S.S.R. 

- 

15 

5 

'Nilson  Report.  2R.L  Polk.  'Figure  for  1998 

RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Tom  Jones  and  Patrick  Cooke 


•  Payard  Patisserie  &  Bistro- 1032  Lexington  Ave.,  between  73rd 
and  74th  Sts.  (Tel:  717-5252).  Great  place  for  delicious  French 
fare  at  less-than-eye-popping  prices.  Favorites:  roast  chicken  with 
garlic  mashed  potatoes  and  a  wild  mushroom  jus,  and  poached 
skate  in  a  spring  garlic  broth  with  potato  gnocchi  and  asparagus. 
Jo  Jo-160  East  64th  St.  (Tel.:  223-5656).  Crowded  spot 
with  a  simple  and  appealing  menu  and  generally  first-rate 
food.  However,  there  are  painfully  long  waits  between  courses; 


certain  offerings  that  should  be  hot  are  tepid;  and  the  servi 
is  disinterested.  Clearly,  things  are  too  busy  in  the  kitchen. 
•  Brasserie- 100  East  53rd  St.  (Tel.:  751-4840).  After  a  specta 
ular  renovation  this  Midtown  fixture  is  back.  And  what  fun.  Yc 
enter  through  a  revolving  door,  go  down  a  long  gangplank  in 
the  center  of  the  sunken  dining  room — a  chrome-and-tile  din 
that  could  have  been  imagined  by  Frank  Lloyd  Wright.  Tl 
food  is  homey  and  good.  A  great  people-watching  spot. 
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CONCORD 

Time    is   a    luxury. 


rHE  CONCORD  IMPRESARIO"-'   CHRONOGRAPH  E. 


CERTIFIED  AUTOMATIC   MOVEMENT  ACCURATE  TO   1/10  OF  A  SECOND. 


IN  STAINLESS  STEEL  OR   18   KARAT  GOLD.   CALL  1   888  812  6626   FOR  MORE   INFORMATION. 


NEIMAN    MARCUS 


i 


i 
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AT&T 


Service  exceeding  your  expectations. ..it's  all  within  your  reach.  That's  why  Hyatt  proudly  off 
in  room  communications  from  AT&T. 


ametimes, 
;  the  best 
:  to  a  city 
jiving  you 
w  way  to 
lore  it  on 
/our  own. 


It's  not  like  you're  asking  for  the 
world.  Just  something  exceptional  to 
remember  your  travels  by.  A  striking 
view.  A  creative  meal.  Music  that 
speaks  to  you.  At  Hyatt,  rewards  like 
this  are  at  every  turn.  It's  a  place 
where  free  moments  aren't  wasted 
on  the  cliche,  but  rather;  celebrated 
with  the  unique.  Which  makes  a 
memorable  trip  not  a  matter  of  how 
much  time  you  have,  but  where  you 
choose  to  spend  it. 

For  reservations,  call  Hyatt  or  your 
travel  planner 


rigs  being  equal,  there's  more.  /  800233 1234  or  www.hyatt.com 
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HOTELS  &  RESORTS 


Feel  the  Hyatt  Tovxh* 


® 


Is  &  Resorts:  Recipient  of  the  J.D.  Power  and  Associates  Award  for  Highest  In  Guest  Satisfaction  Among  Upscale  Hotel  Chains. 

nd  Associates  1999  Hotel  Guest  Satisfaction  Study.s"  Study  based  on  16.  109  individual  evaluations.  Ten  upscale  hotel  chains  were  ranked 
;  upscale  excludes  luxury  hotel  chains,  www.jdpower.com.  Hyatt  Hotels  and  Resorts8  encompasses  hotels  and  resorts  managed,  franchised 
by  two  separate  groups  of  companies  — Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©1999  Hyatt  Corp. 


I     OTHER  COMMENTS 


Even  a  school  run  by  one  of  the  most  liked  and  dedicated  principals 

in  the  country  can't  overcome  the  basic  problem  with  public  education: 

It  takes  place  in  a  government  institution. 

—JOEL  STEIN,  in  Time, 
after  being  "Principal  for  a  Day"  at  the  High  School  for  Arts  and  Business  in  Queens,  New  York 


Disservice  About  13,500  families  of  armed  forces  enlisted 
personnel  got  food  stamps  last  year  and  8,290  received  state  child- 
care  assistance,  a  General  Accounting  Office  report  says.  Another 
1 1 7,000,  about  1 0%  of  the  enlisted  force,  were  in  the  Women,  In- 
fants and  Children  program  that  provides  prenatal,  postpartum 
and  under- 5  child  care  at  off-base  locations.  The  GAO  said  the 
Defense  Department  encourages  women  to  go  into  the  WIC 
program  because  Pentagon  programs  are  so  limited. 
—JOHN  OMININSKI,  Gannett  News  Service,  in  USA  Today 

Shame  On  U.S.  Saddam  Hussein,  Mohammad  Farah 
Aideed,  Slobodan  Milosevic,  Radovan  Karadzic,  Laurent  Kabila, 
and  now  Foday  Sankoh:  Our  gallery  of  interlocutors  is  a  hall  of 
shame.  To  save  effort,  we  have  bargained  with  butchers,  and  the 
blood  they  shed  is  on  our  hands,  too.  By  downing  one  dictator,  by 
deposing  a  single  warlord,  we  might  have  set  an  example  that 
would  have  made  all  the  others  think  twice.  Instead,  we  elevated 
the  stature  of  men  who  destroyed  states  and  slaughtered  their  fel- 
low citizens.  Mass  murderers  do  not  reform;  they  just  rearm.  And 
those  who  shake  the  hands  of  tyrants  become  their  accomplices. 
—RALPH  PETERS,  retired  U.S.  Army  officer,  Wall  Street  Journal 

Peace  Isn't  Cheap  The  drama  in  Sierra  Leone,  where 
a  rebel  group  [took]  500  U.N.  peacekeepers  hostage,  is  all  the 
more  distressing  because  of  the  circumstances:  The  soldiers 
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wandered  into  the  bush  with  outdated  maps,  got  lost, 
were  captured  by  the  very  guerrillas  they  were  sent  to  disa: 

The  effort  was  doomed  from  the  start.  It  was  the  produc 
wishful  thinking  on  the  part  of  Western  countries,  which  h 
the  world's  best  financed,  armed  and  trained  armies, 
thought  they  could  dispatch  their  commitment  to  peaci 
Africa  by  hiring  underprepared  Third  World  soldiers 
putting  them  in  blue  helmets.  The  troops  were  sent  into  Si< 
Leone  without  the  support  they  needed,  ill-equipped 
poorly  trained — 8,700  against  45,000  hardened  rebels. 

Without  a  full  commitment  from  the  West,  the  U.N.  has 
authority.  Combatants  see  the  policing  force  for  what  it  is,  a  i 
tag  collection  of  Third  World  armies  thrown  at  a  problem. 
—MICHAEL  MAREN,  New  York  Ti 

Don't  Blink  He  asked  me  to  fly  with  him  to  Voi, 
day,  and  of  course  I  said  I  would.  Voi  presumed  to  be  a  t( 
then,  but  was  hardly  more  than  a  word  under  a  tin  roof. 
—BERYL  MARKHAM,  West  with  theN 

Short  Subject  Subtle  shifts  in  shortcake  reflect  sin 
changes  in  the  nation's  palate.  From  the  biscuits  at  the  Fort 
ley  Peach  Festival  in  Georgia  to  those  at  the  blueberry  festiv; 
Machias,  Me.,  shortcake  has  been  getting  less  airy,  richer 
more  substantial,  suggesting  a  low-fat  backlash.  [Last]  yea 
Plant  City,  Fla.,  the  capital  of  winter  strawberries,  the  strawb 
shortcake  was  heavier  on  the  whipped  cream  than  ever  bef 
But  whatever  changes  are  made  to  the  topping  or  the  ol 
all  richness  of  the  confection,  what  truly  matters  is  how  de 
the  juices  drench  the  cake  and  how  powerfully  that  first  bite 
ries  you  back  to  where  you  came  from  and  where  you're  goir 
how  the  hungry  psyche  scarfs  up  the  shortcake  crumb. 

—MOLLY  O'NEILL,  New  York  Times  Maga 

Happy  Father's  Daze  I  remember  traveling  \« 
two  babies  in  [the]  days  of  cloth  diapers.  I  was  always  o» 
weight  on  planes  because  I  needed  an  extra  suitcase  \l 
nothing  but  diapers.  A  father  today  has  disposable  dia  I 
and  plastic  bottles. 

Some  things,  however,  never  change.  You  still  have  to« 
newspaper  under  the  child's  chair  to  catch  all  the  foo<fc 
misses.  Because  you  are  feeding  both  the  child  and  the  fl» 
raising  this  child  will  be  expensive. 

—BILL  COSBY,  Father}* 
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considered  PNC's 

BlackRock  Funds/ 


PNC 

Real  Estate 

Finance 


PNC 
Mortgage 


BlackRock 


PNC 
Bank 


PNC 
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PFPC 


Venture 

Bank® 

PNC 


'NC,  we  offer  a  wide  range  of  investment  opportunities-including 

prestigious  BlackRock  Funds.  So  when  you  think  about  what  you  want 

,j)i  of  life,  let  PNC  think  about  the  investments  to  get  you  there.  For  more 

rmation,  just  call  us  at  1-888-PNC-7030,  or  visit  www.pnc.com. 


©PNC 

The  Thinking  Behind  The  Money 


A 


**  lac  Value         52000  The  PNC  Financial  Services  Group  Inc.  ("PNC")-  For  more  complete  information  about  BlackRock  Funds,  including  all  charges  and  expenses,  call  1-888-PNC-7030  to  obtain  a  prospectus. 
<olhnkUi2nin«   P^ase  read  it  carefully  before  investing.  Shares  of  the  Funds  are  distributed  by  BlackRock  Distributors.  Inc..  which  is  not  an  affiliate  of  PNC  Affiliates  of  PNC  receive  compensation  from  the  Funds 


fof  providjng  invesfment  advisory  ana  other  services. 


Some  peo 
windsurf. 
Some  peoi 

skydive. 


Meet  bugs. 


Motorcycles 


R  1200  C   www.bmwusacycles.com 


SOME  T 


MEMBER 


R  A  LIFETIME 


This  is  the  power  behind  a  service  or  recognition  award 
from  Tiffany:  Affordable  designs  that  always  create  an  exciting 

Blue  Box  presentation.  Timeless  designs  that  are  treasured 

for  years  afterwards.  For  information  or  to  apply  for  a  business 

account  call  Tiffany  Corporate  Sales  at  800-770-0080. 
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COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


«#f 


STILL  COMPLETELY  VULNERABLE-BUT  NOT  SAFE 


'ER  SINCE  THE  IDEA  OF  DEPLOYING  A  MISSILE  DEFENSE  SYS- 
m  was  proposed  by  President  Ronald  Reagan  in  March 
•83,  I've  tried  to  understand  both  the  arguments  of  the  peo- 
e  opposed  to  this  idea  and  the  bitterness  and  violence  of 
eir  opposition.  Even  though  I  think  I  understand  what  they 
■lieve,  I  can't  for  the  life  of  me  understand  why  they  believe 
is  better  for  us  to  be  completely  vulnerable  to  attack  by 
me  of  the  most  lethal  weapons  mankind  has  ever  known. 
The  ABM  Treaty,  which  prohibits  any  effective  missile  de- 
nse, was  signed  in  1972  by  the  U.S.  and  the  now-deceased 
.S.S.R.  The  underlying  theory  of  the  treaty  is  mutual  vul- 

!  'rability;  that  is,  if  each  side  gives  up  its  ability  to  shield  it- 
lf  from  attack,  the  other  will  not  be  tempted  to  launch  a 
st  strike  because  that  would  bring  about  an  immediate  and 

Linous  retaliatory  strike.  In  effect,  the  ABM  Treaty  commit- 
d  us  to  a  defense  based  on  the  assumptions  that  both  the 
.S.S.R.  and  the  U.S.  would  behave  in  the  same  way,  both 
Duld  remain  rational,  both  would  keep  their  promises  not 
build  defenses  and  neither  would  make  preparations  for 
lything  other  than  a  retaliatory  strike. 

A  majority  of  those  few  Americans  who  cared  about  and 
:bated  such  matters  accepted  the  ABM  Treaty.  Were  our  as- 
tmptions  about  the  Soviets'  behavior  correct?  No.  They 
antically  began  work  on  a  missile  defense,  built  huge  un- 
:rground  communications  and  survival  facilities  for  their 
adership  and  blatantly  breached  the  ABM  Treaty  by  con- 
tacting a  huge  radar  at  Krasnoyarsk,  Siberia,  whose  only 
lrpose  was  to  aid  in  the  detection  of  incoming  missiles — 
:.,  the  first  phase  of  a  missile  defense  capability. 

Better  To  Save  Lives" 

ie  U.S.  did  virtually  nothing  until  President  Reagan  made 
s  Strategic  Defense  Initiative  (SDI)  proposal.  He  de- 
junced  the  premise  of  the  ABM  Treaty,  which  he  and  oth- 
s  called  a  mutual  suicide  pact  to  maintain  a  "balance  of  ter- 
t."  He  correctly  asked,  "Wouldn't  it  be  better  to  save  lives 
an  to  avenge  them?"  To  Reagan's  dismay,  SDI  was  greeted 
ith  unprecedented  howls  of  outrage  by  the  foreign  policy 
id  security  followers  of  the  conventional  wisdom.  No  one 
lid  any  attention  to  the  President's  insistence  that  SDI  was 
)t  an  offensive  weapons  system;  that  it  would  destroy 
:adly  weapons,  not  people;  and  that  the  U.S.  was  willing  to 
are  the  technology,  once  it  was  developed,  with  all. 

Three  basic  lines  of  argument  against  SDI  evolved:  It 
>uld  not  be  done;  were  we  to  succeed,  it  would  upset  our 
lies,  provoke  our  political  enemies  and  start  an  arms  race; 


and  it  would  be  much  too  expensive. 

The  arms  race  argument  is  the  weirdest  of  all.  Even  with- 
out SDI,  the  U.S.  has  7,763  strategic  nuclear  warheads  and  the 
Russians  have  at  least  6,472 — and  probably  several  hundred 
more  in  hidden  locations.  The  ABM  Treaty  itself,  not  SDI,  en- 
courages proliferation  of  nuclear  weapons.  If  potential  aggres- 
sors or  hostile  nations  are  told  that  under  no  circumstances 
will  the  U.S.  ever  deploy  a  defense  against  missiles  carrying 
nuclear,  chemical  or  biological  warheads,  it  is  clear  these  ag- 
gressors will  make  every  effort  to  acquire  such  weapons. 

President  Clinton  surrounded  himself  with  supporters  of 
the  conventional  wisdom  and  gutted  the  SDI  program  in  1993. 
His  first  priority  has  always  seemed  to  be  to  eliminate  any- 
thing that  might  upset  Russia.  All  attempts  to  use  Article  XV, 
Section  2  of  the  ABM  Treaty  to  withdraw  from  it  have  been 
bitterly  opposed  by  the  State  Department  and  others.  The 
sound  legal  argument  that  the  treaty  is  dead  because  one  of 
the  signatories  no  longer  exists  has  been  completely  ignored. 

Determined  To  Keep  Us  Defenseless 

In  1997  the  Clinton  Administration  signed  an  accord  with 
four  former  members  of  the  Soviet  Union — Belarus,  Kazakh- 
stan, Russia  and  Ukraine — which  designates  these  nations 
as  our  ABM  Treaty  partners  in  place  of  the  collapsed 
U.S.S.R.  It  reaffirms  the  provisions  of  the  ABM  Treaty,  thus 
destroying  the  argument  that  the  treaty  is  already  dead.  The 
Administration  has  not  dared  to  submit  this  agreement  to 
the  Senate  but  acts  as  if  it  were  in  full  force.  Now,  following 
his  habit  of  trying  to  be  on  all  sides  of  an  issue,  Mr.  Clinton 
has  agreed  to  make  a  decision  (probably  around  Election 
Day)  on  whether  to  go  ahead  with  a  limited  missile  defense 
after  the  system  undergoes  a  third  test  this  summer.  The  Ad- 
ministration wants  to  show  the  electorate  it  is  "doing  some- 
thing" about  missile  defense.  However,  the  President  says 
that  whatever  we  do  must  be  consistent  with  the  ABM 
Treaty  or  that  it  must  be  with  Russia's  permission.  Russia, 
the  Administration  argues,  should  grant  permission  because 
what  we  plan  to  build  will  be  so  ineffective  that  Russia  could 
easily  overwhelm  it  anyway.  Mr.  Clinton  says  we  need  only 
worry  about  "rogue  states" — a  category  that  seems  to  ex- 
clude China  and  Russia,  even  though  these  countries  have 
the  largest  number  of  these  weapons. 

Meanwhile,  the  U.S.  remains  undefended  and  vulnerable, 
while  Russia,  China,  Iraq,  Iran  and  North  Korea  continue  to 
develop  or  add  to  their  existing  arsenals  of  lethal  weapons, 
which  we  blithely  assume  will  never  be  used  against  us.      F 
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y  Rich  Karlgaard,  publisher 
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EXPONENTIAL  SHOCK 


;  ESS  YOU  VE  BEEN  ASLEEP  FOR  20  YEARS,  YOU  UNDERSTAND 

e's  Law.  Or  think  you  do.  It  works  like  this:  The  number 

nsistors  that  chipmakers  can  squeeze  onto  a  silicon  chip 
iles  every  1 8  months.  The  chip  industry  has  pulled  off  this 

like  clockwork,  for  41  years.  Another  10  years  looks  likely. 
!hip  speed  doubles  about  every  24  months.  It's  slower 

^e  more  transistors  require  more  circuits;  thus  electrons 

greater  distances  to  travel.  Electrons  can  zip  around  a     Faster,  Ever  Faster 


Likewise,  accepting  Moore's  Law  (and  its  equivalents  in 
storage  and  bandwidth)  is  not  easy.  Do  it  anyway.  Bet  the 
farm  on  it.  Remember  how  as  a  kid  it  was  hard  to  accept 
compound  interest?  If  you  had  bought  into  the  idea  at  10, 
you'd  be  sitting  pretty  by  50.  Now  comes  a  phenomenon  that 
makes  compound  interest  look  like  a  squished  snail. 


pretty  fast,  but  not  infinitely  fast.  They  are  finally  gov- 

i  by  the  speed  of  light — 1 1.8  inches  per  nanosecond. 

)ata  storage  and  data  communications  have  their  own 

e's  Law.  Storage  doubles  at  the  rate  of  every  20  months. 

ody  expected  this.  The  smartest  pencil-necks  in  Silicon 

were  taken  by  surprise — as  was  Intel,  which  spent  hun- 

of  millions  on  the  idea  that  nearly  all  computer  storage 

i  migrate  onto  chips  by  2000. 1  also  got  this  wrong.  After 

>k  drives  are  hopeless  contraptions,  whirligigs  of  com- 

ty.  Just  the  fact  that  your  hard  drive  doesn't  croak  every 

is  a  miracle.  It  performs  a  feat  equal  to  a  supersonic  jet's 

;    ing  the  globe  six  inches  off  the  ground. 

The  evolutionary  pace  of  communications  is  of  a  wider 
l   ad.  There  are  four  mediums  to  think  about:  copper,  air, 
md  fiber — listed  here  from  slowest  to  fastest.  Copper  has 
Samuel  F.  B.  Morse  used  it  156  years  ago  to  send  his  fa- 
rirst  message,  "What  hath  God  wrought?"  The  speed  was 
s  per  second.  (A  human  wrist  can't  tap  out  Morse  code  any 
I    r  than  that.)  Today  you  sit  in  your  hotel  room,  hoping — 
\    mg — to  transmit  and  receive  at  56,000  bits  per  second.  Bet- 
t    or  your  blood  pressure  to  hit  the  minibar,  flick  on  Spec- 
sion  and  lie  down.  Only  under  perfect  circumstances  will 
I  get  56K.  Optical  fiber,  though,  is  stunning  stuff.  Thanks  to 
a  ngineer's  trick  called  "wave  division  multiplexing,"  a  single 
i  iptic  thread  can  carry  upwards  of  10  trillion  bits  per  sec- 
Put  a  thousand  of  these  threads  in  one  pipe,  and,  as  Everett 
I    ;sen  might  have  said,  soon  you're  talking  real  bandwidth. 

S  uished  Snail 

it?  While  most  CEOs,  investors  and  policymakers  say  they 

"  Moore's  Law,  few  do.  Exponential  gain  paths  are  not  in- 

t  ive.  A  penny  on  the  first  day  of  the  month,  if  doubled 

day,  would  produce  $10  million  by  month's  end.  Our 

i   incts  tell  us  to  reject  this  idea.  Since  not  even  $100,000 

I  dd  be  obtained  until  six  days  to  go,  we  even  might  laugh 


True  New  Economy  weirdness  is  how  these  exponential 
gains  in  hardware  supply  spur  yet  more  demand.  Say  again? 
Don't  supply  gains  always  hurt  demand?  Not  here,  folks. 
What  happens  is  that  new  software  gets  written  to  soak  up 
supply.  Always.  Double  chip  speeds,  and  presto! — a  new  soft- 
ware app,  like,  say,  voice  recognition,  suddenly  works.  Dou- 
ble storage,  and  bingo! — here  comes  digital  photography. 
Double  bandwidth,  and  voila! — you've  got  Napster. 

Hardware  supply  gluts  last  a  few  days  or  weeks  but  always 
get  soaked  up.  Economics  has  never  worked  like  this  before. 
Radial  tires  tripled  tire  wear  and  temporarily  hurt  the  tire 
industry.  Digital  stuff  is  different.  That's  because  consumers 
of  bits  are  not  just  people.  They  are  also  machines.  Smart 
machines  proliferate  like  bunnies  and  eat  bits  like  horses. 
Telephone  companies  were  slow  to  get  the  Web.  Why?  They 
refused  to  believe  in  infinite  demand  for  voice — and  they 
were  right.  But  smart  machines  have  an  endless  appetite  for 
data  ...  which  will  subsume  voice  (and  much  more). 

My  faith  in  these  endless  cycles  of  new  hardware  supply 
and  software  innovation — and  subsequent  killer  new  busi- 
ness models — got  a  boost  in  mid-May,  when  a  startup  called 
Yipes  Communications  stopped  by  for  lunch.  Yipes  offers  a 
way  to  suck  bits  into  your  company's  network — today, 
1  gigabit  per  second;  soon,  10  to  80  gigs — straight  off  of  fiber 
backbone  lines.  Shunned  altogether  is  your  local  phone  com- 
pany with  its  cloddy  frame  relay  switches  and  slow  provi- 
sioning schedules.  (Yippee  for  Yipes!)  With  Yipes,  you  pay  for 
bandwidth  only  when  you  want  it.  Example:  Call  Yipes  and 
order  a  boatload  for  tomorrow's  three-hour  analyst  video- 
conference.  When  you're  done,  scale  back.  Snap,  just  like  that. 

If  Yipes  works,  you  can  easily  imagine  the  new  opportu- 
nities for  software  delivery  and  a  video-rich  Web.  Imagine 
how  a  combination  of,  say,  Global  Crossing  or  Williams  fiber 
and  Yipes  services  could  kill  the  local  phone  company. 

Chip,  storage  and  bandwidth  capacity  are  doubling  apace, 
le  idea — for  the  first  three  weeks  or  ~        ;      7~  The  pace  of  innovation  in  this  new  ecol- 

r^V||   For  further  discussion  of  this  and  other  r 

Then  the  exponential  shock  would  set         ^  topics  g0 10  the  forum  at  our  Web  site    ogy  never  slackens.  It  only  increases.  Em- 

nd  we  would  gape  in  wonder.  l^^B  at  www.forbes.com/karlgaard.  brace  this,  or  look  out.  F 
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Making  Microsoft  Mattel 

Microsoft  gears  up  to  release  a  new  vision  of  the  future  of  software  and  itself. 
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'  ELIZABETH  CORCORAN 

OUVE  GOT  TO  GIVE  THE  BOYS 
from  Redmond  credit:  The 
Wm  U.S.  government  has  them 
locked  in  a  full  nelson,  in- 
vestors have  pummeled  their 
>ck,  a  hacker  in  the  Philippines  kicked 
le  of  their  most  widely  used  pro- 
ams  in  the  gut.  But  the  Microsoft 
ng  is  still  declaring  victory. 

!On  June  1  Bill  Gates,  Steve  Ballmer 
d  a  troop  of  other  executives  are 
[  Lted  to  unveil  their  latest  vision  of  the 
ad  ahead.  Even  before  the  event,  ex- 
utives  were  billing  it  as  a  new  idea  as 
ndamental  as  when  Microsoft  moved 
>m  DOS  to  Windows.  In  short,  it  will 
ean  transforming  the  company  from 
e  that  sells  shrink-wrapped  software 
:o  one  that  provides  a  broad  array  of 
rvices  via  the  Internet.  In  keeping 
th  Microsoft  tradition,  there  will  be  a 
refully  orchestrated  public-relations 
tzkrieg:  a  week  of  print  and  Web  sto- 
•s,  likely  to  be  capped  by  a  glossy  por- 


fact  that  the  distinction  between  "pro- 
ductivity software"  (the  stuff  you  once 
bought  on  CD-ROMs)  and  "services" 
provided  via  the  Web  are  disappearing. 
Even  how  you  pay  for  "software"  will 
change:  You  will  sign  up  for  "subscrip- 
tions" instead  of  paying  at  a  cash  regis- 
ter. Ask  not  what  the  software  can  do 
for  you,  but  what  you  want  done. 

This  is  far  more  radical  an  idea  than 
just  storing  your  word  processing  soft- 
ware on  a  distant  server.  Here's  one 
glimpse:  When  you  buy  an  airline  ticket 
on  the  Web,  Microsoft  wants  your  itin- 
erary to  be  piped  straight  into  your  on- 
line schedule  and  instandy  shared  with 
whomever  you're  planning  to  visit.  If 
the  flight  is  delayed,  you'll  be  automati- 
cally beeped  or  paged  or  contacted,  as 
will  whoever  has  promised  to  pick  you 
up  at  the  airport.  "Integration"  is  the 
hot  button.  You  can  have  your  informa- 
tion served  up  and  stored  any  way  you 
like  it:  via  servers,  on  your  PC,  to  hand- 
held devices  and  cell  phones.  Think  of 


Internet  File  System,  will  manage  infor- 
mation on  servers  so  smoothly  that  cus- 
tomers won't  miss  Windows  at  all. 

Microsoft  executives  say  their  vision 
is  far  broader  than  simply  storing  every- 
thing on  servers.  In  the  PC  era,  Microsoft 
turned  its  Windows  operating  system 
into  a  platform  on  which  other  compa- 
nies built  applications  and  so  based  their 
businesses.  In  this  post-PC  world,  the  In- 
ternet itself  has  become  the  platform  on 
which  everything  else  runs. 

In  speeches  and  interviews  since  he 
became  Microsoft's  chief  software  ar- 
chitect, Gates  has  said  that  he  believes 
consumers  and  the  industry  will  benefit 
as  companies  write  programs  that  work 
across  the  Internet,  providing  common 
functions  that  many  can  use.  To  make 
its  software  and  services  work  in  a  highly 
"integrated"  way,  Microsoft  is  throwing 
its  technical  prowess  behind  XML,  a  for- 
mat for  displaying  rich  information 
(everything  from  glitzy  documents  to 
MP3  files).  In  principle  the  development 


llison  to  Microsoft:  You  missed  the  Internet  and  you  still  have 
ie  wrong  products.  Bill  and  Steve  to  Larry:  Yeah?  Just  watch  us. 


it  of  the  grinning  duo  on  the  cover  of 

obliging  business  magazine. 

Behind  the  smiles,  however,  is  gen- 
ie nervousness.  The  entire  software 
iustry  is  going  through  a  transfor- 
ition  that  is  shaking  up  its  long-prof- 
ble  business  models.  Even  Gates  has 
ted  that  seldom  has  the  winner  in 
e  business  era  been  a  leader  in  the 
ccessive  round.  Not  since  its  early 
ys  has  Microsoft  had  to  scramble  to 
monstrate  that  it  is  relevant. 

"Microsoft's  biggest  problem  is  that 
"nissed  the  Internet  and  has  all  the 
ong  products  now,"  declares  Larry  J. 
ison,  chairman  of  Oracle.  "As  the  PC 
:edes  in  importance,  Microsoft  re- 
ies  in  importance." 

Ellison,  of  course,  is  Microsoft's 
isiest  competitor.  Gates  and  Ballmer 
!  the  world  differently.  The  PC  still 
'.tiers.  Microsoft  will  still  offer  cus- 
ners  many  of  its  products  as  pack- 
ed software.  But  like  the  rest  of  the 
Iustry,  Microsoft  is  confronting  the 


the  network  as  your  own,  very  clever 
personal  assistant. 

Such  glamorous  scenarios,  however, 
mask  some  truly  hard  problems  for  Mi- 
crosoft. First,  the  company  has  to  build 
the  technology  and  fend  off  a  reinvigo- 
rated  army  of  competitors  (including 
Oracle).  Then  it  needs  a  new  business 
model  that  describes  how  it  can  make 
money  in  this  services  world.  All  the 
while,  Microsoft  needs  to  keep  convinc- 
ing its  customers  that  the  government 
won't  really  break  it  into  pieces. 

Real  products  are  still  a  ways  off. 
"The  promise  is  always  a  bit  ahead  of  the 
reality,"  warns  Robert  A.  Enderle  of  Giga 
Information  Group.  For  now,  Microsoft 
is  simply  aiming  to  capture  the  imagi- 
nation of  consumers  and  software  de- 
velopers by  outlining  its  future  direc- 
tions. But  that's  not  going  to  stop  its 
enemies  from  contending  that  they  al- 
ready have  products  that  can  accomplish 
what  Microsoft  is  promising  to  do.  Elli- 
son boasts  that  Oracle's  latest  product, 


of  XML  is  taking  place  under  the  watch- 
ful eye  of  a  neutral  industry  group,  the 
W3C  (for  World  Wide  Web  Consor- 
tium). In  practice,  all  companies  push, 
enhance  and  fine-tune  the  details  of 
such  tools  to  make  them  work  best  for 
their  own  products  and  services. 

Even  legitimate  fiddling  can  lock 
customers  into  one  vendor's  products. 
So  Microsoft's  competitors  will  be  con- 
stantly warning  its  customers  that  they 
are  about  to  be  locked  in,  and  should 
run  the  other  way.  "Microsoft  thinks 
that  everything  should  go  to  Windows. 
We  think  that  things  should  be  more 
modular.  We're  very  pro-choice,"  says 
Ellison. 

Creating  new  business  models  is 
going  to  be  tricky.  Gates  has  long  been 
intrigued  by  how  Microsoft  might  cre- 
ate subscription-like  revenue  streams 
for  the  company.  In  the  new  world, 
consumers  or  companies  might  tap 
into  services  offered  by  Microsoft  with- 
out even  realizing  it.  For  instance,  there 
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are  ample  complex  but  critical  services 
that  Microsoft  could  offer  to  carry  out 
for  others:  verifying  that  a  person  is 
whom  he  claims  to  be,  processing  fi- 
nancial transactions  or  encrypting  sen- 
sitive exchanges.  Who  and  how  much 
to  charge  is  the  unanswered  question. 

Even  as  Microsoft  plunges  into  the 
services  world,  it  will  not  give  up  build- 
ing its  traditional  software.  "We  need  to 
continue  to  make  the  Windows  client 


more  reliable,  manageable  and  secure 
both  for  consumers  as  well  as  for  busi- 
ness managers,"  Ballmer  told  an  audi- 
ence in  January.  That  message  is  partic- 
ularly important  to  Microsoft's  business 
customers,  who  make  huge  investments 
in  software  and  so  pay  a  heavy  cost  if  a 
vendor  radically  changes  course. 

Within  Microsoft,  one  manager  sees 
the  new  strategy  as  "Internet  version 
3.0" — and  of  course,  for  Microsoft,  the 


third  iteration  has  often  been  the  w 
ner.  From  1995  to  1996  was  the  "I 
oh!"  era  of  the  Internet.  "We  were  1 
and  had  to  react  quickly,"  he  says.  Fr 
1996  to  1999  Microsoft  scrambled 
build  a  competitive  browser,  Web-ser 
software  and  an  AOL  competitor  cal 
MSN.  Now,  he  promises,  "we're  very 
gressive  in  leading  with  our  own  visic 
Keep  your  eyes  on  that  twisty  r< 
ahead. 


Problems  @Home 

media   Broadband  star  @Home  had  big 
cable  backers  and  a  speedy  network.  Then 
it  spent  $7  billion  for  the  Excite  portal— 
and  got  a  massive  case  of  heartburn. 

BY  DANIEL  LYONS 

Till  S<  IIIMI  WAS  AS  AUDACIOUS  AS 
it  was  expensive:  @Home,  the  hot- 
shot high-speed  Internet  service, 
would  acquire  a  leading  portal  an  make 
it  the  op.  -    cust< 

■■    <  in  k     dT\ 


news  feeds  and  stake  out 
the  high  ground  in  the 
brave  new  broadband  Web. 
That,  at  least,  was  the 
plan  when  @Home  paid  $7 
billion  in  stock  for  Excite 
one  year  ago. 

Wall  Street  isn't  buying 
the  idea.  The  market  value  of  the  com- 
bined Excite@Home  has  collapsed,  at 
times  falling  below  even  the  price  paid 
for  Excite.  Chief  Executive  Thomas  Jer- 
moluk  made  a  mistake  paying  $780  mil- 
lion for  Blue  Mountain,  an  online  greet- 
ing card  Web  site  that  hasn't  done  much 


Man  in  the  muddle:  Excites  Home  CEO 
George  Bell  now  takes  orders  from  AT& 

to  boost  ad  sales.  He  quit  in  May.  His  <i 
cessor,  George  Bell,  had  moved  to  Bosij 
and  now  commutes  to  Excite@Horl 
office  in  Redwood  City,  Calif.  The  cj 
partners  that  were  to  be  @Home's  i 
oudet  now  are  walking  away,  alienatea 
AT&T,  which  took  control  | 
Excite@Home  after  gaining  a  stake  ws 
it  bought  the  cable  systems  of  Tele-GI 
munications  Inc. 

The  turmoil  has  hurt  the  businl 
Excite's  traffic  had  dribbled  downvJ 
to  15  million  until  December,  when! 
acquisition  of  Blue  Mountain  gave  til 
a  boost.  However,  ad  revenues  are  fl;jj 
$80  million  a  quarter. 

Excite@Home  was  formed  in  11 
the  brainchild  of  John  Doerr  1 
William  Randolph  Hearst  III,  two  J 
ture  capitalists  at  Kleiner  Perkins  C 
field  &  Byers,  who  recruited  its  e 
neers  and  managers.  Their  vision:  ] 
up  big  cable  backers  and  build  a  o 
pany  to  be  their  conduit  for  offel 
high-speed  Internet  access  over  ci 
TV  systems.  Kleiner  shared  owner  ■ 
of  @Home  with  TCI,  Cox  Commi 
cations  and  Comcast  and  recruited 
moluk,  a  former  president  at  Sil 
Graphics,  to  run  it. 

Excite  started  life  as  an  Internet  se 
service.  Also  funded  by  Kleiner  in  1 
the  company  grew  into  a  broader  It 
net  portal  under  the  guidance  of  Kk 
partner  Vinod  Khosla.  George  Bell, 
merly  of  Times-Mirror  Magazines, 
in  as  chief  executive. 

The  two  Kleiner  companies  me 
in  part  out  of  desperation.  Excite  wail 
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"The  cable  companies  realized  that  the 
closed-access  system  was  no  longer  feasible." 


ing  ground  to  stronger  portals  like  Amer- 
ica Online,  Yahoo  and  Lycos.  @Home 
needed  better  content  in  order  to  lure 
subscribers.  In  January  1999,  with 
Kleiner's  blessing,  the  two  companies  an- 
nounced a  merger.  By  marrying  content 
and  carriage,  so  went  the  thinking,  the 
firms  would  have  both  snazzier  offerings 
and  faster  delivery  than  AOL  was  offering 
over  phone  lines. 

But  two  months  after  Excite  and 
@Home's  betrothal,  AT&T  bought  TCI, 
@Home's  biggest  shareholder.  That's 
when  the  trouble  started. 

Biggest  problem  for  AT&T  was  the 
deal  TCI  had  signed  making  @Home  its 
exclusive  access  provider  for  Web  service. 
The  other  two  cable  owners,  Cox  Com- 
munications and  Comcast,  had  made  the 
same  promise. 

AOL  cried  monopoly.  The  cable  sys- 
tems were  akin  to  common  carriers  and 
should  be  forced  to  open  up  their  sys- 
tems to  rival  Internet  service  providers,  it 
declared.  The  scent  of  government  regu- 
lation put  a  scare  into  the  cable  compa- 
nies, which  also  saw  extra  financial  up- 
side in  dealing  with  AOL. 

"The  cable  companies  not  only  real- 
ized that  the  closed-access  system  was  no 
longer  feasible,  but  they  also  woke  up  and 
realized,  'Hey,  if  we  could  get  AOL  and  all 
these  other  companies  running  on  our 
systems,  we  could  make  a  lot  more 
money,'  "  says  Cynthia  Brumfield,  presi- 
dent of  Broadband  Intelligence,  a  mar- 
ket research  firm  in  Bethesda,  Md. 

In  March  AT&T  took  over  the  board 
seats  that  Cox  and  Comcast  had  held, 
agreeing  to  buy  out  Cox  and  Comcast 
after  Jan.  1,  2001  if  they  want  out.  That 
wouldn't  be  such  a  bad  deal  for  the  cable 
firms:  AT&T  must  pay  at  least  $48  a  share 
for  their  Excite@Home  stakes,  and  lately 
the  stock  has  been  hovering  around  $20. 

That  puts  AT&T  in  charge,  with  25% 
of  @Home's  total  shares  but  74%  voting 
control.  But  is  that  such  a  good  thing? 
Cox  and  Comcast  can  get  out  of  their 
@Home  contracts  starting  next  year. 
,  too,  is  itching  to  get  out 


elusive  deal  with  Excite@Home.  That 
deal  expires  in  2002,  and  AT&T  already  is 
lining  up  rival  ISPs. 

What  will  happen  to  Excite@Home 
when  it  has  to  compete  fair  and  square 
against  stronger  foes  like  AOL  and 
Yahoo?  Bell  insists  his  company  can 
survive  if  he  can  nail  down  10  million 
subscribers  by  the  end  of  2002.  Good 
luck.  The  company  spent  the  past  12 
months  just  going  from  0.5  million  to 
1.5  million. 

Excite@Home  just  launched  a  new 
broadband  portal  with  features  like  TV 
news  feeds.  Also,  Bell  is  widening  his  net, 


pitching  to  business  customers  and  mi 
ing  deals  in  Europe  and  Asia.  Hp 
even  going  beyond  cable,  offering  ]  ■ 
cite@Home  service  over  a  rival  broJ 
band  medium,  digital  subscriber  line| 

Even  if  Bell  succeeds,  he  will  still  tl 
AOL  by  a  wide  margin.  AOL  has  22  nl 
lion  subscribers  today,  nearly  1  mill] 
of  them  on  a  DSL-based  broadband  jh 
vice.  And  through  its  acquisition  of  Til 
Warner,  AOL  will  gain  access  to  12  nl 
lion  cable  homes. 

Not  counting  the  meaningless 
duction  for  goodwill  amortization,  ] 
cite@Home  lost  $386  million  on  r 
enue  of  $420  million  last  year  a 
could  lose  another  $300  million  o 
the  next  two  years.  Bell's  job  is  not  ( 
to  be  envied. 


Doing  Good  versus  Doing  Well 

SPIN  C0NTR0LI  Other  Detroit  automakers  were  aghast  when  William  C 
Ford  Jr.  delivered  a  mea  culpa  on  sport  utility  vehicles,  admitting  they  pollute  the 
vironment  and  tend  to  pummel  smaller  vehicles  in  crashes.  "It's  a  rare  swing  at 
golden  goose,"  said  Greenwich,  Conn. -based  marketing  expert  Jack  F.  Trout, 
quite:  Ford  didn't  promise  to  stop  building  the  behemoths.  So  Ford  Motor  may  cc 
out  of  this  with  a  gentler,  kinder  image— and  its  profits  intact.  If  only  all  of  these  c< 
panies  played  the  game  so  cleverly.  —  Robyn  Mere* 

LEVI  STRAUSS  &  CO. 

WHAT  IT  DID:  Tried  for  years  to  keep  apparel  jobs  in  the  U.S. 
WHAT  IT  GOT:  Financial  trouble.  Bye-bye,  U.S.  factories. 
"Socialism  cannot  prevail,"  declares  new  chief  executive, 
hired  from  PepsiCo. 


M 

WHAT  IT  DID:  Confessed  that  Scotchgard  contains  ingredients  that 
linger  in  the  environment.  Will  phase  product  out. 
WHAT  IT'S  GOING  TO  GET:  A  $200  million  charge  against  earnings. 
Also,  a  lot  of  people  wondering  if  it's  safe  to  let  the  kids  play  on  the 
water-resistant  sofa. 


SMITH  &  WESSON 


WHAT  IT  DID:  Broke  with  gun  industry  and  agreed  to 
gun  safety  restrictions  to  avoid  lawsuits,  since 
dropped  by  18  cities. 

WHAT  IT  GOT:  Retaliation.  Other  gunmakers  got  furi- 
ous, turning  customers  and  gun  dealers  against  S&W. 


.3 

r5 


r 


HIKE. 


WHAT  IT  DID:  Boosted  wages  and  benefits  at  overs 
factories  after  student  protests. 
WHAT  IT  GOT:  Scorn.  Founder  Philip  Knight  withdre 
$30  million  pledge  to  the  University  of  Oregon  becau 
it  joined  the  student-led  Workers  Rights  Consortium. 
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What  will  you  do  when  you 
reach  your  first  million? 

A  million-dollar  goal  can  be  pursued  with  the  help  of  a  long-term  disciplined  Federated  investment  program. 

However,  no  investment  program  or  strategy  can  guarantee  your  investment  success.  Ask  your  financial  intermediary 

about  the  strong  performance  history  of  these  Federated  growth  funds. 


(as  of  3/31/00)                   1  -Year  Total  Return          ,  3'y^'  *"*3f            ?"  °f  RSS  ^dT9* 

Annual  Total  Return         Annual  Total  Return 

Federated  International 
Small  Company  Fund 

111 .100/0 

47.1 70/0 

42.720/ot 

Federated  Large  Cap 
Growth  Fund 

39.51 0/0 

N/A 

46.600/0++ 

Since  inception  '2/28/96,  "12/29/98  Past  performance  is  no  guarantee  of  future  results. 

Returns  were  achieved  in  highly  favorable  market  conditions.  Due  to  recent  volatility,  current  performance 
may  be  less  than  the  figures  shown. 

Federated 

World-Class  Investment  Manager 

® 

www.federatedinvestors.com  (800)  341  -7400 


Visit  our  Web  site,  contact  your  financial  intermediary,  or  call  for  more  complete  information,  including  a  prospectus  which  details 
fees  and  expenses  that  apply  to  a  continued  investment  in  the  fund.  Investors  should  read  the  prospectus  carefully  before  investing. 
Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  Performance  is  quoted  for  Class  A  shares  and  includes  the  maximum  5.5%  sales  charge.  Other  classes  of  shares 
are  available  whose  performance  will  vary  due  to  different  charges  and  expenses.  International  investing  includes  special  risks  including 
currency  risk,  increased  volatility  of  foreign  securities  and  differences  in  auditing  and  other  financial  standards.  International  small 
company  stocks  may  be  more  volatile  than  international  large  company  stocks.  In  the  absence  of  temporary  expense  waivers, 
total  returns  would  have  been  lower.  Federated  Securities  Corp.,  Distributor. 


Mickey  Stumbles 
at  the  Border 

e  n  t  e  r  t  a  i  n  m  e  n  t  i  The  key 

to  Disney's  future  growth  is 
overseas.  It's  no  Magic  Kingdom. 

BY  MARK  LACTER 

MICHAEL  EISNER  FIGURED  HE 
would  always  have  Paris.  The 
Walt  Disney  Co.  chairman  spent 
vacations  there  as  a  kid,  then  rediscov- 
ered the  City  of  Light  during  a  month- 
long  stay  in  1988  with  his  wife,  Jane.  Be- 
tween French  lessons  and  theme  park 
visits  Eisner  became  convinced  that  Eu- 
rope should  be  the  cornerstone  of  the 
company's  global  ambitions.  "We  must 
be  in  television  in  all  countries,"  he  pro- 
claimed grandly  to  his  board. 

A  dozen  years  later  Disney  is  far 
from  being  in  all  countries.  The  Disney 
Channel  didn't  reach  Eisner's  beloved 
France  until  1997,  and  it  has  yet  to  be 
seen  anywhere  in  Latin  America  or  even 
Japan,  a  voracious  market  for  Disney 
paraphernalia.  In  his  latest  shareholder 
letter  Eisner  acknowledged  the  com- 
pany still  generates  80%  of  its  $23.4  bil- 
lion revenues  in  the  U.S.,  which  has 
only  5%  of  the  world's  population. 
That  contrasts  with  other  big  consumer 
outfits  like  Coca-Cola  and  Gillette, 
which  get  two-thirds  of  revenues  from 
overseas.  Countries  such  as  Italy,  Ger- 
many and  Spain  spend  only  $15  per 
capita  on  Disney  products 
a  year,  less  than  a  quarter 
of  what  the  average  Amer- 
ican shells  out. 

The  job  of  boosting  those 
numbers     now     falls     to 
Michael  Johnson,  a  veteran 
home-video  executive  from 
Disney's  Buena  Vista  distrib- 
ution arm  who  was  recendy 
promoted  to  run  Walt  Disney  Interna- 
tional.  Hoping  to  repeat  the  success  he  had 
making  Simba's  Pride  the  best  direct-to- 
video  seller  of  all  time,  Johnson  has  his 
work  cut  out  for  him.  "I  want  to  rebuild 
this  company  overseas  and  reformat  it," 
says  Johnson  from  a  Tokyo  hotel  room, 
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►  By  the  Numbers 

It's  a  Small  World 

Disney  has  had  mixed  success 
generating  foreign  revenues. 


Average  per  capita  spent  every  year 
on  Disney  products  in  India  and  China 


m 


Decline  in 
worldwide  licensing  revenue. 


Estimated  cost  savings  restructuring 
Disney's  international  operations. 

Sources;  Work  in  Progress  by  Michael  Eisner  with  Tony  Schwartz; 
Walt  Disney;  Salomon  Smih  Barney. 

midway  through  a  maiden  overseas  tour. 
"We  have  a  long  way  to  go." 

He  can  start  with  TV.  While  the  num- 
ber of  domestic  Disney  Channel  sub- 
scribers went  from  25  million  in  1996  to 
59  million  last  year,  the  international  side 
barely  budged  from  7  mil- 
lion to  11  million.  Time 
Warner's  Cartoon  Network 
is  seen  in  54  million  foreign 
households;  Disney  Chan- 
nel subscribers  represent 
only  4.7%  of  the  cable  and 
satellite  market  in  Europe, 
Asia  and  Latin  America. 
Peter  Murphy,  Disney's 
chief  strategic  officer,  concedes  it's  hard 
to   find   potential   subscribers  with 
enough  discretionary  cash  to  pay  extra 
for  the  Disney  Channel.  But  some 
wounds  are  self-inflicted.  The  company 
has  long  tried  to  micromanage  foreign 
operations  out  of  Burbank,  instead  of 


letting  local  managers  operate  au 
tonomously.  The  result:  squabblin; 
within  the  kingdom,  though  strategis 
Murphy  dismisses  it  as  "turf  batdes  an< 
petty  rivalries." 

Johnson  is  now  refocusing  the  ener 
gies  of  the  20  or  so  country  managers 
who  used  to  concentrate  on  only  on< 
Disney  division.  He  wants  these  man 
agers  to  cross  divisional  lines — coordi 
nating,  say,  the  release  of  Tarzan  with  li 
censed  merchandise.  But  the  reporting 
lines  remain  hazy.  "Do  they  have  com 
plete  autonomy?"  Johnson  asks  rhetori 
cally.  "They  have  complete  autonomy  t( 
make  suggestions." 

On  the  big  stuff,  Disney  has  wised  up. 
Consider  the  sweet  deal  it  cut  last  year 
for  a  Hong  Kong  Disneyland.  The  com- 
pany gets  a  43%  equity  stake  for  investing 
a  mere  $314  million  in  the  $3.6  billion 
project.  The  local  government  forks  over 
$2.9  billion  in  low-interest  loans,  land 
and  infrastructure  improvements  for  the 
remaining  57%.  It's  a  lot  different  from 
the  naive  pre-Eisner  days,  when  the  com- 
pany didn't  get  any  ownership  stake  in 
Tokyo  Disneyland.  Even  now  it  collects 
royalty  payments  from  Japan's  Oriental 
Land  Co. 

And  Disney  is  finally  collecting 
royalties  from  Euro  Disney,  which  were 
suspended  for  much  of  the  1990s  when 
the  theme  park  fought  its  way  to 
profitability.  Disney  also  owns  39%  of 
Euro  Disney  SCA. 

"The  opportunities  are  definitely 
there,"  Johnson  asserts.  "If  Michael  has 
been  frustrated,  it's  my  job  to  fix  it."    F 


JP 


OTATOES,  WATER,  YEAST,  „ a tinydistllle, 

itTL  i-i  \~/  XT  Jtj  IVl    I  .   transforrr  takes  olace.  Stobrawa  ootatoes: 


J  ifl   Polci: 


reitird  in  5i  ry 


takes  place.  Stobrawa  potatoes  become  the  world's  onl 


dka.  Chopin  Vodka  is  crafted 


jlo/vly,  by  hcifid,  : 


:ordance  with  a  500-year-old  tradition  and  dis 


our  cirn&i. 


flb 


:fH2 


% 


The  Incredible  Hulk 

media  The  public  may  have  been 
disgusted  when  Time  Warner's  Joseph 
Collins  fought  with  ABC,  but  other  cable 
guys  were  cheering  him  on. 


BY  BRETT  PULLEY 

AFTER  THE  ROUGH  TACTICS  HE 
used  in  his  dispute  with  ABC,  it 
would  have  been  dangerous  for 
Joseph  J.  Collins,  chairman  of  Time 
Warner  Cable,  to  appear  before  an  au- 
dience of  television  viewers.  But  he  was 
in  his  element  at  the  recent  cable  indus- 
try convention  in  New  Orleans. 

When  the  large  and  imposing 
Collins  ambled  onto  the  stage,  it  was  as  if 
the  old  comic  book  hero  the  Incredible 
Hulk  had  come  to  life.  When  angered, 
the  usually  mild-mannered  man  would 
turn  into  a  monster  of  immense 
strength.  Even  after  his  muscles  returned 
to  normal  size,  the  shreds  of  clothing  on 
his  back  betrayed  his  underlying  power. 
Likewise,  when  Collins  blacked  out 
ABC's  signal  to  3.5  million  homes  in 
seven  regions,  cable's  true  muscle  was 


revealed.  While  cable  exec- 
utives publicly  deplored 
Time  Warner's  bare- 
knuckled  tactics,  all  of 
them  were  emboldened  by 
the  fact  that  someone  fi- 
nally took  off  the  gloves.  "I 
say  it's  about  time  someone 
took  the  programmers  on,"  says  Kelvin 
R.  Westbrook,  head  of  Millennium  Dig- 
ital Media,  a  small  St.  Louis-based  cable 
operator.  "This  is  just 
beginning." 

In  fact  the  fight  be- 
tween cable  operators 
and  television  program- 
mers has  been  brewing 
for  some  time.  Last 
year  the  National  Cable 
Television  Cooperative, 
which  negotiates  rates  on  behalf  of  950 
small  cable  companies,  successfully 
fought  Viacom  for  attempting  to  raise 
the  rates  it  charges  for  its  popular  MTV 
network. 

Five  months  ago  Cox  Communica- 
tions faced  off  against  Fox  over  Cox's 
right  to  transmit  the  network  over  its 
cable  systems.  That  fight,  like  Disney's 


Time  Warner  bouncer  Joe  Collins. 


recendy  settied  feud  with  Time  Warm 
culminated  when  Fox  was  blacked  o 
for  six  days  on  Cox  cable  systems  in  se 
eral  cities.  Other  retransmission  agre 
ments,  such  as  Comcast's  deal  with  AB 
are  up  for  renegotiation,  so  the  potenti 
for  more  fireworks  looms. 

Now  the  NCTC  is  locked  in  a  stru  J 
gle  with  General  Electric's  NBC  ovJ 
fees  for  Olympics  coverage.  If  the  tvJ 
sides  don't  reach  an  agreement  by  trl 
start  of  the  Summaj 
Olympics  in  Septemj 
ber,  13  million  vieweJ 
will  get  only  NBC's  co\| 
erage;  the  games  ol 
MSNBC  and  CNBC  wil 
be  blacked  out. 

Despite  the  compel 
itive  threat  from  satell 
lites  and  despite  being  out  of  favor  o: 
Wall  Street  (cable  stocks  are  down  a 
average  24%  for  the  year),  cable  com 
panies  figure  this  is  the  time  to  play 
strong  hand.  They  are  going  to  have 
powerful  position  in  high-speed  Inter 
net  services,  and  they  are  going  digital. 
Where  content  once  ruled,  carriag 
is  now  king. 


Brandwagon 


M  A  R  K  E  T  I  N  G  !  In  the  postindustrial  age  intangibles  are  everything.  Young  & 
Rubicam's  Edward  Lebar  uses  the  findings  from  over  100,000  consumer  surveys  to  judge 
which  brands  are  on  the  upswing  and  which  are  on  the  down.  —Kurt  Badenhauser 


RECOVERING  BRANDS 


BRAND 


DIFFERENTIATION 
GROWTH1 


Southwest  Airlines 

Increased  ad  spending  and 
expanded  its  fleet  of  aircraft 

Tropicana  (PepsiCo) 

Introduced  innovative 
blends  of  new  fruit  juices 

The  New  York  Times 

The  "Gray  Lady"  has  added 
color  and  a  popular  Web  site 


31.0% 


21.5 


16A 


MasterCard 

"Priceless"  ad  campaign 
has  been  a  big  success 


14.5 


Duracell  (Gillette)  11.7 

Gillette  successfully  moved 
brand  into  new  foreign  markets 


o.vii-1'1""^,- 


n» 


'Measures  the  perceived  distinctiveness  of  a  brand.  Source:  Young  &  Rubicam. 
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ERODING  BRANDS 


BRAND 


DECLINE  IN 
STRENGTH2 


Bud  Light  (Budweiser)     -32.6% 

Company  criticized  for  ads 
that  appeal  to  kids 


Procter  &  Gamble 

Turbulent  foreign  markets 
hampered  business  abroad 


26.7 


L'Oreal 

New  niche  players  have 
commodified  this  makeup  brand 


24.2 


Honda 

Has  been  slow  to  market 
with  SUVs 


-18.7 


Quaker  Oats 

Snapple  debacle  and  crowded 
cereal  market  damaged  brand 


17.2 


Measures  a  brand's  capacity  to  deliver 
meaning  and  relevance. 
Source:  Young  £  Rubicam 
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Internet 
Telephony 


And  what  a  world  it's  going  to  be,  Carlos.  To  help  us  all  get  there  as  soon  as  possible,  we're 
building  the  new,  high-performance  Internet.  Designed  to  the  highest  standards 
of  quality,  it's  faster  and  more  reliable  than  ever.  Enabling  people  and 

isinesses  to  communicate  and  collaborate  as  never  before.  And  bringing  about  the 

nvergence  of  the  Internet  and  the  telephone  network  through  Internet  Telephony 

lutions.  Which  create  avenues  of  opportunity  -  both  social  and  economic  -  that 

iow  no  boundaries.  So  come  together,  right  now  with  Nortel  Networks™  M  t  IVy^/IvIxw 

id  make  the  Internet  whatever  you  want  it  to  be.  nortelnetwoTks.com  How  the  world  shares  ideas. 


N&RTEL 


el  Networks,  the  Nortel  Networks  logo,  the  Globemark  and  "How  the  world  shares  ideas  "  are  trademarks  of  Nortel  Networks.  "What  do  you  want 
rttemet  to  be?"  is  a  service  mark  of  Nortel  Networks  ©2000  Nortel  Networks  All  rights  reserved 


AWE  Vey! 

telecom!  Shares  in  the 
biggest  new  issue  in  history 
are  suffering.  Is  Ma  Bell 
confused  or  just 
misunderstood? 

BY  CARLEEN  HAWN 

POOR  MICHAEL  ARMSTRONG.  HIS 
long-distance  and  cable  businesses 
have  very  visible  problems.  So 
who  can  blame  AT&T's  chairman  for 
trying  to  rekindle  Wall  Street's  affection 
by  selling  shares  of  his  fastest-growing 
unit,  with  $7.6  billion  in  1999  revenues, 
to  the  public? 

The  April  offering  of  a  tracking 
stock  for  AT&T's  wireless  unit  was  the 
biggest  stock  offering  in  U.S.  history. 
The  offering  of  360  million  shares 
(15%  of  the  company)  raised  $10.6  bil- 
lion. But  the  glamour  was  short-lived. 
After  peaking  at  $36,  the  shares,  tick- 
ered  AWE,  slid  below  their  original 
price  of  $29.50,  forcing  underwriters 
to  buy  some  of  them  back  on  the  open 
market.  AT&T's  own  shareholders  have 
yet  to  benefit.  They  will 
get  a  portion  of  the  85% 
of  the  wireless  unit  not 
sold  to  the  public,  in  the 
form  of  a  special  tax- 
free  dividend,  once 
AT&T  completes  its  ac- 
quisition of  cable  com- 
pany MediaOne. 

The  tracking  stock 
doesn't  look  like  a  win- 
ner, but  there  are  12.5 
million  reasons  not  to 
sell  it  short — namely, 
the  subscribers. 

Sure,  they  complain 
a  lot.  AT&T  uses  a  some- 
what archaic  technology 
called  time  division 
multiple  access,  or 
TDMA.  The  network  is 
rather  full  these  days.  In 
congested  markets  like 
New  York  City  an  AT&T 
call  may  not  find  an 


►  By  the  Numbers 

Give  Me  Bodies, 
Not  Bits! 

AT&T  might  not  have  the 
most  whizbang  network.  So 
what.  It  has  the  most  valuable 
users,  and  plenty  of  them. 


AT&T's 
subscriber  base,  once 
the  largest  in  the  U.S.,  is 
now  dwarfed  by  rivals. 

But  the  average 
revenue  generated  by 
AT&T's  users  each  month 
is  $14  more  than  that  of 
the  typical  wireless  caller. 

AT&T's  share  of  the 
85  million  U.S.  wireless 
users  hasn't  changed 
much  in  three  years  de- 
spite increasing  competi- 
tion and  quality  concerns. 


Source:  The  Yankee  Group 


AT&T's  Armstrong:  Too  good  for  Internet  multiples? 

open  slot  in  the  broadcast  spectrum — 
that's  what  the  "fast  busy  signal" 
means — or  it  might  squeeze  in  edge- 
wise and  then  get  dropped. 

Result:  Despite  spending  $3.6  bil- 
lion since  1998  to  build  out  its  net- 
work, AT&T  still  loses 
nearly  a  third  of  its  cus- 
tomers each  year  to  the 
competition,  estimates 
Mark  Lowenstein  of  the 
Yankee  Group.  That's 
about  average  for  the 
industry. 

But  AT&T  can  afford 
to  keep  pouring  money 
into  the  network  and  it 
will  do  so.  It  will  use  half 
the  proceeds  of  the  AWE 
share  sale,  and  it  also  has 
at  its  disposal  $1.1  bil- 
lion in  operating  in- 
come (net  before  inter- 
est, taxes,  depreciation 
and  extraordinary 
charges).  Apart  from 
trying  to  make  busy  sig- 
nals a  rarity,  Chief  Tech- 
nology Officer  Roderick 
Nelson  plans  to  put  an- 
other $1.5  billion  into  a 


new  technology  called  Edg 
which  will  deliver  high-spet 
data.  That  is  planned  for  con 
pletion  by  2002. 

None  too  soon.  Ever  tr 
marketer,  AT&T  announced  la 
month  a  $15-a-month  Wet 
browsing  plan  called  PocketNe 
This,  before  its  network  ca 
fully  support  the  service, 
some  cities,  including  Bosto 
and  Chicago,  AT&T  will  have 
rely  on  competitors  to  carry  : 
wireless  data  traffic. 

Carriers  like  Bell  Atlanti 
and  Sprint  are  well  positions 
to  benefit.  Their  code  divisio 
multiple  access,  or  CDMA,  tech 
nology  is  more  easily  adapte 
for  high-speed  data.  Yet  AT&T 
network  has  some  hidden  ac 
vantages.  For  starters  its  operat 
ing  costs  are  lower  than  those  o 
its  rivals,  Nelson  says.  In  addition,  whi 
the  rivals  try  to  add  mass  by  targetin 
soccer  moms,  AT&T  has  deliberately  fo 
cused  on  higher-end  users  like  busines. 
customers.  The  result:  AT&T's  sub 
scribers  generate  an  average  $66  in  rev- 
enue per  head  per  month,  $14  more 
than  the  industry  average. 

Those  12.5  million  subscribers  be- 
come a  trump  card  as  the  wireless  inj 
dustry  goes  global,  says  Andrew  Cole, 
vice  president  at  Renaissance  Strategy, ; 
global  telecom  consulting  firm 
Boston.  "Carriers  will  have  to  compete 
on  price.  To  do  that  they  need  scale — 
tens  of  millions  of  customers."  Two 
other  players  also  have  AT&T's  scale: 
Verizon,  a  joint  venture  of  Bell  Atlantic 
and  Vodafone,  has  16  million.  When 
the  merger  of  their  wireless  units  is 
complete,  Bell  South  and  SBC  Commu- 
nications will  have  16.2  million. 

But  when  it  does  build  out  its  next- 
generation  network,  eventually  replac- 
ing TDMA  with  Edge,  AT&T's  technol- 
ogy will  be  compatible  with  most  of  the 
cellular  networks  outside  the  U.S.  The 
rival  CDMA  networks  won't.  That  could 
help  AT&T  tap  into  a  lion's  share  of  the 
world's  predicted  1.2  billion  wireless 
users  by  2005.  F 
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Information  is  a  valuable  asset.  But  only  if  it  gets  into  the  right  hands.  Our  network  of 

knowledgeable  people  can  help  you  keep  your  network  and  web  sites  secure.  So  you  can  feel  confident 

knowing  that  those  things  that  should  be  kept  private,  are.  Boot  up.  ey.com/esecurity 


EH  Ernst  Young 


From  thought  to  finish." 


00  Ernst  &  Young  iy» 
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Parental  Ingratitude 

travel!  Descended  from  AMR, 
Travelocity  got  a  head  start  in  online 
ticketing.  Now  it's  fighting  off  an  attack 
by  the  airlines— including  AMR. 


BY  DANIEL  FISHER 

EVEN  BY  THE  NO-MARGIN  STAN- 
dards  of  the  Internet,  the  online 
travel  business  is  tough.  Traveloc- 
ity, the  largest  Web-based  travel  agent, 
has  19  million  registered  users  and 
processed  1.8  million  transactions  in 
the  first  quarter  of  this  year.  It  makes 
about  6%  on  a  sale,  or  around  $10  per 


Fare  game: 
Travelocity's 
Terrell  Jones  is 
battling  agents 
and  airlines. 


threat  from  its  main  sup- 
pliers, the  airlines  them- 
selves. Not  content  with 
having  driven  Internet 
commissions  down  to 
$10  a  ticket  from  $50  or 
more  several  years  ago, 
the  five  biggest  U.S.  carri- 
ers— American,  Northwest,  Delta,  Con- 
tinental and  United — plan  to  spend 
$100  million  or  more  to  develop  a  Web 
site  that  would  cut  out  middlemen  like 
Travelocity  altogether.  The  as-yet  un- 
named site  has  been  dubbed  "T2,"  as  in 
"Travelocity  Terminator."  It  will  allow 
virtually  all  scheduled  airlines  to  post 
flights  and  prices,  including  special 
fares  now  available  only 
to  consumers  who  book 
direcdy  with  the  carriers 
themselves. 

It's  this  last  feature 
that  worries  Jones  the 
most.  If  Travelocity  does 
not  have  access  to  the 
cheapest  fares,  customers 
will  lose  the  main  incen- 
tive for  using  its  site.  At 
the  same  time,  airlines 
could  enhance  their  al- 
ready uncanny  ability  to 
set  fares  in  lockstep  by 
having  access  to  fares  not 
BBHi^H  visible  on  independent 
computer  reservations  systems,  like 


Click  and  Flv 


airline  ticket.  Not  much  compensation 
for  the  hassle  of  issuing  tickets  and  han- 
dling complaints  from  addled  travelers. 

"Our  number  one  call  has  been  people     do  they  set  the  price  to  Pittsburgh?" 
saying,  'Did  you  get  my  order?'"  says     asks  Jones,  52,  a  Denison  University 
Terrell  Jones,  chief  executive  of  the  Fort     history  major  who  ran  his  own  travel 
Worth-based  outfit,  70%  owned  by     agency  for  five  years  in  Chicago. 
Sabre,  the  electronic  reservations  com- 
pany spun  off  by  American  Airlines 
parent  AMR.  "We  say,  'Uh-huh,  click.' " 

The  cost  of  recruiting  new  cus- 
tomers is  staggering.  Travelocity  will 
spend  $244  million  over  the  next  four 
years  in  promotional  deals  with  Amer- 
ica Online  and  portals  like  Yahoo  and 
Lycos.  No  wonder  the  company  lost  $50 
million  last  year  on  revenues  of  $90 
million  (adjusted  for  its  Mar.  7  merger 
with  Preview  Travel). 

Now  Travelocity  faces  a  potent  new 


So  great  is  the  perceived  threat  of  1, 
that  it  has  driven  Travelocity  into  th! 
arms  of  the  American  Society  of  Trav< 
Agents,  the  very  fuddy-duddies  the  In 
ternet  was  supposed  to  make  obsoleu 
"This  Web  site  [T2]  is  the  equivalent  c| 
a  black  hole,  and  the  goal  of  it  is  t 
eliminate  third-party  sources  of  infoi 
mation  and  leave  consumers  with  onlj 
the  airlines  to  deal  with,"  thunders  Pai 
Ruden,  ASTA's  senior  vice  president  fo 
legal  affairs.  ASTA  requested  a  Justic 
Department  investigation  of  T2  in  Feb 
ruary,  and  in  mid-March  it  got  its  wish 

A  bigger  challenge  is  makin 
money  as  commissions  fall.  Traveloc 
ity's  transaction  revenue — primaril 
commissions  on  air  tickets — ros 
133%  to  $29.8  million  in  the  firs 
quarter,  less  than  the  146%  increase  ii 
total  bookings  to  $504.3  million.  Trav 
elocity  spends  $38  apiece  to  recrui 
new  customers,  far  less  than  the  $1 
commission  it  earns  selling  them 
ticket. 

Jones  isn't  panicked,  predictinj 
break-even  results  by  the  end  of  2001 
Even  if  the  airlines  take  commission 
away,  he  says,  there  are  other  ways  t< 
make  money.  He's  pouring  million 
into  new  features  to  make  the  Web  sit< 
faster  and  easier  to  use.  One  of  the  mos 
popular  is  a  chart  allowing  customer 
to  pick  their  own  seat  on  an  airliner 
He's  also  constantly  adding  new  ser 


those  operated  by  Sabre,  Travelocity's      vices  such  as  e-mail  alerts  for  flight  can 
parent  company.  "As  competitors,  how      celations  and  bad  weather. 

"We  want  people  to  do  their  dream 
ing  with  us,"  Jones  says,  "because  if  the) 
do  their  dreaming,  then  maybe  they'll  dc 
their  planning  and  buying." 


A  search  of  three  Web  sites  for  midweek,  round-trip  flights  from  New  York  to  Los 
Angeles,  leaving  May  30  and  returning  June  2,  brought  back  the  following  fares: 


►  Priceline.com:  $225  on  TWA, 
La  Guardia  to  Orange  County 
(change  planes  in  St.  Louis  on  the 
way  out:  stop  in  St.  Louis  on  return). 
Pros:  Cheapest  price. 
Cons:  No  choice  of  times  or  route. 
Consumer  sets  maximum  price  and 
is  committed  to  buying  whatever 
Priceline  finds. 


►  Expedia.com:  $394  on  National 
Airlines,  JFK  to  LAX  (with 
stopovers  in  Las  Vegas  both  ways). 
Pros:  Site  has  other  features,  such 
as  discounted  hotel  rooms  through 
Travelscape.com  and  rental  homes 
through  Vacationspot.com. 
Cons:  More  expensive  than 
Priceline.com. 


►  Travelocity.com:  $424  on 
National  Airlines,  JFK  to  LAX  (with 
stopovers  in  Las  Vegas  both  ways) 
Pros:  Ease  of  use,  unique  features 
like  Best  Fare  Finder,  which  shows 
cheap  fares  on  a  calendar  basis  and 
a  chart  that  allows  selection  of  seats 
Cons:  Most  expensive  flight  of  the 
three  online  services. 
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Before  you  make  complex  financial  decisions, 
you'll  have  a  few  questions.  So  will  we. 


^ — 


^ha^do^oo.  daydream 


a-ho^ 


-^oypuCCfeideryCv'* 


eltarMS**^: 


~u)he,edc~yo»^  yo^u"  '"  '"  Y 


Bank  of  America  Private  Bank 

Our  questions  have  one  purpose:  to  help  us  get  to 
know  you.' Not  just  on  a  financial  basis,  but  on  a  per- 
sonal one.  That's  the  only  way  to  truly  understand 
your  needs,  your  goals.  And  we  want  to  do  that  so  we 
can  come  up  with  ideas  that  are  exactly  right  for 


you.  Ideas  on  generating  and  maintaining  wealth 
that  you  might  not  get  from  other  banks  or  brokerage 
firms.  All  of  which  means  that  no  matter  where  you 
want  to  end  up,  a  conversation  with  Bank  of  America 
Private  Bank  is  the  place  to  start.  No  question  about  it. 


Call  1.800.863.9500  or  Visit  www.bankofamerica.com/privatebank 


Bank  of  America. 


USA 

999 


If  It  Ain't  Defense,  Sell  It 

Raytheon's  Dan  Burnham  is  putting  his  aircraft  operations  on 
the  block  to  get  the  firm  back  on  track.  But  can  he  get  his  price? 


BY  HOWARD  BANKS 

RAYTHEON  CO.  HAS  PUT  ITS  Wi- 
chita, Kans.  -based  aircraft  opera- 
tion up  for  sale.  The  $2.7  billion 
outfit  makes  a  range  of  business  jets 
and  has  a  $7  billion  contract  to  build  a 
new  basic  trainer  for  the  U.S.  Air  Force 
and  Navy. 

Daniel  Burnham,  Raytheon's  chair- 
man and  chief  executive,  has  two  rea- 
sons to  make  this  sacrifice.  First  and 
most  urgent  is  the  need  to  cut  the  com- 
pany's $10.1  billion  in  debt,  $9  billion 
of  it  long  term.  For  the  same  reason,  in 
May  Raytheon  sold  up  to  $800  million 
in  aircraft  receivables  (loans  and  leases 
on  up  to  300  planes)  to  Debis  Capital 
Services,  a  division  of  DaimlerChrysler. 
Longer  term,  Burnham's  aim  is  to 
convert  Raytheon  into  a  pure  defense 
company  specializing  in  missiles  and 
electronics.  This  is  his  second  major 
move  this  year  to  that  end.  In  April  he 
sold  the  company's  loss-making 
Raytheon  Engineers  &  Constructors  op- 
eration to  Morrison  Knudsen,  nomi- 
nally for  $800  million.  The  deal  isn't  as 
good  as  it  looks:  It  will  result  in  a  $191 
million  loss  in  the  first  quarter,  leave 


Raytheon  holding  the  liabilities  on  four 
of  E&C's  most  troubled  contracts  and 
reduce  debt  not  a  cent — but  Burnham 
says  it  will  pay  off  over  the  long  run. 

Burnham  is  hoping  that  the  sale  of 
the  aircraft  division  will  bring  at  least  $3 
billion  (Credit  Suisse 
First  Boston  is  advis- 
ing). This  would 
make  the  sale  compa- 
rable to  the  one  last 
year  in  which  Gen- 
eral Dynamics  made 
a  $4.8  billion  stock 
deal  to  buy  Gulf- 
stream,  which  makes 
the  Gulfstream  busi- 
ness jet  that  every  top 
boss  wants. 

Will  Burnham 
get  his  price?  Maybe. 
In  broad  terms  the 
two  planemakers  are 
similar.  Gulfstreaufi 
sales  are  $2.9  billion 
and  both  have  backlogs  of  around  $3.5 
billion  to  $4  billion.  But  there  the  simi- 
larities end.  While  Gulfstream  is  a  one- 
plane  operation,  Raytheon  has  a  range 


Maybe  selling  the  plane  division  will 
be  the  good  news  Burnham  needs. 


Chabraja,  a  tough  negotiator,  change 
his  tune,  saying  no  way.  Do  not,  how 
ever,  count  him  out. 

Two  wild  cards  among  the  plane 
makers:  Cessna,  Textron's  business  je 
operation  located  just  across  town  i 
Wichita.  A  major  problem  here  is  the  se 
rious  overlap  in  the  two  firms'  design 
and  markets,  which  raises  antitrust  con 
cerns.  There  would  also  be  local  strain: 
since  such  a  deal  would  lead  to  closin 
several  factories  and  cause  heavy  joi 
losses.  But  in  a  purel 
business  sense,  merg 
ing  the  two  and  se 
verely  rationalizin 
their  productio 
would  be  a  money 
maker. 

The  other  wil 
card:  the  British,  nov 
called  BAE  System; 
Back  in  1993  it  wa 
the  Brits  who  wer 
strapped  for  cash  anc 
to  their  eternal  regret 
had  little  choice  but  t< 
sell  when  Raytheoi 
offered  to  buy  thei 
Hawker  business-je 
operation.  Now  thi 
boot  is  on  the  other  foot.  BAE  System 
has  cash  in  the  bank  and  strong  ambi 
tions  to  expand  further  into  the  U.S.  (I 
recendy  bought  a  controls  business  fron 


of  planes,  some  of  which  show  signs  of     Lockheed  Martin).  A  large  part  of  th( 
age.  For  example,  key  designs  are  the     Hawker  is  still  made  in  Britain. 


Raytheon's  focus  is  switching  from  planes 
like  the  Beech  I900D  to  defense,  like  the 
Patriot  missile. 


Beech  1900D,  a  19-passenger  commuter 
turboprop  that  dates  to  the  early  1980s, 
and  the  King  Air  corporate  turbo- 
prop— both  threatened  by  a  steady 
switch  to  small  jets.  Certification  of  a 
new  6-seat  business  jet  called  the  Pre- 
mier has  been  delayed  for  unspecified 
technical  reasons. 

Burnham  has  one  thing  going  for 
him.  There  are  several  potential  buyers. 

Top  of  the  list,  Nicholas  Chabraja, 
boss  of  General  Dynamics.  Just  a  few 
months  ago  he  was  speculating  that 
Gulfstream  might  need  to  acquire  ad- 
ditional designs  to  broaden  its  one- 
plane  menu.  But  the  moment  it  be- 
likely  that  Raytheon  would  sell, 


Then  there  are  two  investmen 
house  plays.  Carlyle  Group  is  one,  Clay 
ton  Dubilier  &  Rice  is  the  other.  In  Apri 
CBR  paid  $1.2  billion  to  obtain  contro 
of  Fairchild/Dornier,  which  makes  re 
gional  jets. 

Burnham  got  some  rare  good  new; 
in  May  when  the  British  chose  Raytheor 
to  supply  AMRAAM  missiles  worth  $40( 
million  to  fill  the  gap  until  a  new  Euro- 
missile  can  be  developed  for  the  Eu 
rofighter.  Raytheon's  shares,  however 
remain  around  $25,  less  than  half  the 
level  of  a  year  ago.  There's  a  personal  el- 
ement, too:  Burnham's  lost  $15  million 
of  his  own  money  on  Raytheon  stock 
this  last  year. 
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THAT  WAS  THEN. 


1935,  TH^ 

|   ARS  LATER,  IT'S  STILL  AN  ORIGINAL.  THE  ALL-NEW  2000  CHEVY  SUBURBAN  HAS  A  MORE 
j  1MFORTABLE  INTERIOR,  SMOOTHER  RIDE,  MORE  POWERFUL  VORTECT  V8  ENGINES,  AND 

PROVED  TOWING   AND   HAULING   CAPABILITIES.   THE    BEST    SUBURBAN    YET 
i  N'T  MERELY  AN   EXTENSION  OF   ITS   HERITAGE.   IT'S  THE  BEGINNING  OF  A  NEW   ERA. 


399  GM  Corp.  Buckle  up.  America!  1-800-950-2438  or  WWW.CHEVROLET.COM 


Sock,  We're  Gonna 
Make  You  a  Star 

I  c  o  N  s  i  A  puppet  becomes 
a  dot-com's  best  friend. 

BY  KIRI  BLAKELEY 

JULIE  WAINWRIGHT  IS  EITHER 
desperate,  or  very,  very  smart.  The 
chief  executive  of  online  retailer 
Pets.com  lost  $63  million  last  year  on 
revenue  of  $6  million.  Her  stock,  trad- 
ing around  $2,  is  off  82%  from  its  peak. 
Despite  an  initial  public  offering  in 
February  that  raised  $76.7  million, 
Pets.com  may  not  have  enough  cash  to 
make  it  another  year. 

Perfect  time  to  exploit  that  slightly 
deranged  dog  sock  pup- 
pet— who  reflects  every 
pet's  fear  of  abandon- 
ment by  wailing  "Oohh- 
hhhhh,  baby,  please  don't 
go!"  into  a  mike,  dread- 
fully off  key.  Since  its  first 
national  TV  commercial  appearance  in 
October,  Pets.com's  spokespuppet  has 
achieved  a  celebrity  unrivaled  in  the 
dot-com  branding  free-for-all.  Anyone 
remember  Furniture.com's  talking  cat? 

In  what  is  a  logical — if  desperate — 
gambit  for  easy  profit,  Wainwright  is 
launching  a  national  licensing  and  mer- 
chandising campaign  built  on  the  nonex- 
istent shoulders  of  the  mascot. 

In  March  Wainwright  hired 
licensing  agent  Brian  Hakan, 
the  same  guy  who  worked 
magic  for  Taco  Bell's  talk- 
ing chihuahua.  Plush  toys 
and  T  shirts  based  on  the 
beady-eyed     chihuahua 
have  grossed  $155  million 
retail  in  two  years. 

Hakan  has  big  plans  for 
the  sock,  including  a  five- 
year  merchandising  plan  that 
he  thinks  could  bring  in  at  least 
$50  million  at  retail.  Pets.com  will 
reap  about  3.5%  of  that.  In  addi- 
tion to  department  and  specialty 
stores,  Hakan  thinks  puppet  para- 
phernalia would  di  pet 
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stores,  too,  though  that's  a  tall  order 
considering  that  they  compete  directly 
with  the  site.  The  site  has  already 
grossed  about  $300,000  from  online 
sales  of  sock-puppet-logoed  clothing 
such  as  a  $50  fleece  pullover  and  $13 
T  shirts.  Not  a  whole  lot  of  kitty  litter, 
but  it's  pure  profit  for  a  company  that 
has  none.  And  merchandise  is  just  the 
beginning.  Big  talent  agencies  and  pub- 
lishers have  come  calling.  A  television 
show?  Perhaps.  A  line  of  humor  books? 
Very  likely. 

The  sock  puppet's  creation  was  al- 
most as  well  thought  out  as  Pets.com's 
business  model.  Last  summer  Wain- 
wright's  marketing  team  spent  several 
weeks  working  around  the  clock  to 
flesh  out  the  puppet's  personality,  his- 


"It's  amazing  how  quickly  this 
character  has  captured  people's 
hearts-and  pocketbooks." 


tory  and  emotional  life.  A  six-pa 
"deep  background"  biography  reve 
the  puppet's  likes  and  dislikes  ("he  lilt 
to  eat  everything  except  broccoli"), 
puppet's  habitat  ("a  spacious  woi 
drawer"),  even  his  ancestry  ("he  is 
mixed  breed  ...  very  mixed"). 

The  sock  puppet  was  a  mast 
salesthing  from  the  get-go.  For  the  fii 
seven  months  after  the  site  launched 
February  1999,  Pets.com  gross* 
$619,000.  Since  the  puppet's  national  1 
debut,  Pets.com  has  grossed  $13  millio 
its  customer  base  is  up  sixteenfold. 

"This  is  a  company's  dream,"  sa 
Wainwright,  43.  "It's  amazing  ho 
quickly  this  character  has  captured  pet 
pie's  hearts.  We're  happy  because  he 
captured  their  pocketbooks,  too." 

The  starmaking  machinery  hi 
been  in  full  swing.  The  puppet  hi 
done  the  round  of  talk  shows,  includir 
Good  Morning  America  and  Live  wit 
Regis  and  Kathie  Lee,  courtesy  of  a  co2 
relationship  with  ABC  parent  Disne 
whose  Go.com  Internet  arm  is  an  ir 
. .  _       vestor  in  Pets.com.  An  origin; 
_       sock  puppet  was  auctione 
off  to  a  San  Franciso 
businessman  for  $20,10 
as  a  promotional  stunt  o: 
Amazon.com  (also  an  investor, 
Just  when  the  publicity  started  to  eb 
the  puppet  held  a  well-attended  pres 
conference  to  announce  he  was  suin 
a  writer  at  Late  Night  with  Conat 
O'Brien  who  had  complained  that  th< 
spokespooch  was  a  lame  imitation  o 
his  own  puppet  character. 

Whether  the  sock  has  legs  is  an 
other  story.  "If  the  puppet  becomes  ; 
major  revenue  source,  they've  got  prob 
lems.  When  you're  dealing  with  edg) 
humor  like  the  puppet's,  it's  danger- 
^  ous  because  humor  changes,"  say 
Martin  Brochstein,  executive 
editor  of  The  Licensing  Letter 
Let  us  not  forget  those 
who  came  before:  The  Cali- 
fornia Raisins  and  Anheuser- 
Busch's  Spuds  MacKenzie 
got  their  few  minutes  of  fame, 
only  to  disappear  just  as  quickly  into  the 
bargain  bin.  F 


Some  people  are  being  recognized  by  even  more  airlines 
than  before.  Are  you  one  of  them? 


With  Aer  Lingus  and  LanChile  now  part  of  oneworld™  isn't  it  nice  to  know 
that  international  travel  will  be  even  easier?  Our  alliance  will  recognize  your  status 
on  not  just  six,  but  eight  of  the  world's  finest  airlines.  And,  give  you  access  to 
even  more  lounges.  Smoother  transfers.  More  ways  to  earn  and  redeem  frequent 
flyer  miles.  And  over  a  quarter  of  a  million  people  to  help  every  step  of  the  way. 
Welcome  to  oneworld. 
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Restless  and  relentless,  Craig  McCaw  is 
risking  billions  on  a  global  telecom  strategy. 
It  is  his  second  shot  at  building  an  empire— 
and  a  chance  to  settle  some  old  scores. 


BY  QUENTIN  HARDY 

RAIG  MCCAW  WANTS  TO  SET  SOMETHING  STRAIGHT.  "WE  DO  NOT  ASPIRE  TO 
own  the  world,"  he  says.  "Only  to  have  the  opportunity  for  a  piece."  Thank 
goodness  that's  cleared  up.  It  is  easy  to  misread  McCaw's  ambition, 

considering  the  telecom  empire  he  is  ever  so  quietly  assembling,  piece  by 

piece,  and  where  he  hopes  to  take  it. 
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McCaw  is  the  man  who  took  over  a 
jerkwater  cable  system  when  he  was  only 
20  years  old,  built  it  up  and,  by  age  37, 
cleared  $250  million  when  he  sold  the 
business.  Then  he  threw  the  money  into 
creating  the  first  nationwide  cellular 
phone  network.  But  McCaw  hit  a  wall  in 
1993,  trapped  by  $5  billion  in  debt. 
Against  his  own  instincts,  he  bailed  out, 
selling  McCaw  Cellular  to  AT&T  for 
$11.5  billion  plus  debt. 

Craig  McCaw  personally  reaped 
$800  million  in  the  deal,  but  he  had  to 
watch  AT&T  strip  off  his  name  and  lose 
market  share.  The  insult 
especially  stung  two 
months  ago  when  AT&T 
sold  a  chunk  of 
McCaw's  old  business  in 
the  biggest  initial  public 
offering  in  U.S.  history, 
valuing  the  whole  thing 
at  $73  billion,  up  sixfold  in  seven  years. 

It  sticks  in  his  craw.  AT&T  Chief 
Michael  Armstrong  has  made  some 
good  moves,  McCaw  says,  but,  "I  hope 
he  puts  enough  lift  in  the  airplane  be- 
fore it  hits  the  ground." 

While  McCaw  stews  on  what  he 
could  have  done  with  his  cellular  gem,  he 
has  spent  the  ensuing  years  steering  three 
seemingly  disjointed  communications 
ventures  through  his  Eagle  River  holding 
company.  Now  his  three  big  bets — the 
Nextlink  national  voice  and  data  net- 
work, the  Nextel  wireless  service  and  the 
Teledesic  satellite  venture — are  at  critical 
junctures.  They  are  morphing  into  an 
overlapping  empire  of  Internet-style  of- 
ferings for  global  businesses.  Far  from 
maturity,  they  need  perhaps  $10  billion 
in  new  capital  over  the  next  two  years. 

McCaw  wants  to  bring  the  fastest 
communications  to  businesses  by  any 
means  possible,  everywhere  on  the 
planet.  He  wants  to  give  them  their  In- 
ternet access,  their  private  networks, 
their  commerce,  anywhere  they  de- 
mand it.  One  overlooked  clue  to  his 
bold  ambitions:  Nextlink  alone  now 
owns  enough  fiber-optic  capacity  to 
carry  all  of  the  traffic  hand 

re  on  a  c 
the<.;  says. 

great  business 


legacy  he  was  denied — or  blow  most  of 
his  $8  billion-plus  fortune  failing  to 
turn  his  dreams  into  a  reality. 

The  stakes  make  you  wonder  why 
someone  with  all  that  wealth,  several 
homes,  a  190-foot-long  yacht  and  a 
hangar  full  of  aircraft  would  bother 
working  at  all.  McCaw,  still  reed-thin  at 
50  years  old,  is  remarried  and  a  father 
for  the  first  time,  with  a  newborn  son 
and  an  18-month-old  daughter.  He 
could  spend  $1  million  a  day  for  the 
next  20  years  and  not  run  out  of  money. 

Creating  more  wealth  isn't  the  dri- 


years;  McCaw  holds  a  25%  stake  an 
controls  the  board. 

His  secret  weapon  at  Nextlink  is  ii 
chairman,  Daniel  Akerson,  the  forme 
president  of  MCI.  Akerson  quit  MCI  ij 
1993,  and  he  still  seethes  that  the  stcj 
ried  upstart  ended  up  getting  bough, 
by  WorldCom.  Now  he  relishes  th! 
chance  to  counterattack.  "Our  targe ; 
AT&T  and  MCI  WorldCom,"  he  sayl 
Nextlink  has  $275  million  in  annuc; 
revenue,  and  Akerson  maintains  he  caij 
take  it  to  $15  billion  in  several  years. 

The  second  piece  of  McCaw's  threefj 


"We  are  on  a  Collision  course  with  the 
phone  business....  I  hope  AT&T  put  enough  lift 

in  the  plane  before  it  hits  the  ground." 


ver,  not  even  for  a  guy  who  tells  friends, 
"Things  won't  make  you  happy — but 
once  in  a  while,  you  have  to  test  that 
idea."  This  consummate  dealmaker  is 
motivated  by  unfinished  business.  He 
lays  his  glasses  aside  and  shrugs.  "You 
only  want  to  do  what's  fun." 

Some  associates  say  their  boss  still 
could  flinch  and  sell  one  or  more  of  his 
companies.  But  so  far  there  is  only 
closer  cooperation. 

At  the  center  of  McCaw's  new  em- 
pire is  Nextlink,  a  broadband  provider 
he  built  from  remnants  he  retained 
after  selling  out  to  AT&T  in  1994.  "It  is 
the  best  thing  I  have  ever  done,"  he 
says.  It  started  as  a  small-scale  local 
phone  service,  but  he  has  since  ex- 
panded it  to  include  a  16,000-mile  fiber 
backbone,  a  fat  slice  of  nationwide  cel- 
lular radio  spectrum  and  a  major  Inter- 
net access  provider.  Next  up:  new  opti- 
cal-switching technology,  an  undersea 
fiber  pipeline  for  international  traffic 
and  overseas  acquisitions. 

Nextlink  serves  corporate  users, 
who  spend  more  and  stay  longer  on  the 
line  than  consumers.  Now  in  49  mar- 
kets, it  plans  to  add  1 1  more  by  year- 
end,  off  ring  a  full  suite  of  e-commerce, 
W  tig  and  high-speed  data  ser- 

market  value  has  risen  ten- 
lillion  in  less  than  three 


pillar  empire  is  Nextel,  in  which  he  own 
a  16%  stake  and  oversees  top  manage 
ment.  Nextel  began  as  a  crazy  quilt  o 
local  radio  networks  once  used  for  tax 
dispatch  services  and  the  like.  Sinc< 
McCaw  rescued  it  in  1995  it  has  growi 
into  the  fifth-largest  wireless  network  ii 
the  U.S.,  with  a  $41  billion  market  ca{ 
and  revenue  tripling  each  year.  An  in- 
creasing share  of  Nextel's  traffic  is  handec 
off  to  the  landlines  of  its  sibling,  Nextlink 

Now  Nextel,  intent  on  building  < 
wireless  bridge  to  the  Web,  could  spenc 
$5  billion  or  more  in  the  next  few 
months  on  new  spectrum,  loading  ii 
with  software  for  Web  links,  e-commera 
and  more. 

The  final  piece  of  McCaw's  granc 
scheme  is  Teledesic,  the  satellite-basec 
"Internet  in  the  sky"  that  McCaw  ha; 
studied  for  a  decade,  with  little  to  show 
for  it.  "It  is  the  cross  I  bear,"  he  says,  "« 
matter  of  pride,  not  profit."  He  has  jusl 
begun  merging  it  with  ICO  Globa 
Communications,  the  still-unlaunchec 
satellite  service  he  took  out  of  Chapter 
1 1  in  May  for  $1.2  billion.  McCaw  also 
has  lined  up  $1  billion  from  a  handful 
of  new  investors  and  plans  to  raise  bil- 
lions more  from  a  public  offering  and 
overseas  partners  to  get  the  service  up 
and  running  in  two  years;  it  also  will 
provide  backup  for  Nextlink. 
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This  portfolio  appears  to  be  the 
product  of  a  grand  strategy,  but  McCaw 
attributes  it  to  mere  happenstance.  Last 
year,  for  example,  he  almost  sold  Nextel 
to  MCI  WorldCom  but  couldn't  get  the 
price  he  wanted;  since  then  Nextel  stock 
has  tripled.  "Pure  luck,"  he  says. 

The  famously  private  and  self-dep- 
recating billionaire  will  need  lots  of 
luck  to  make  all  of  it  pay  off.  Nextlink 
has  $3  billion  in  cash  but  could  run  out 
in  a  year,  and  its  main  wireless  technol- 
ogy is  unproven.  Nextel  has  little  idea 
whether  consumers  even  want  a  wire- 


less Web.  Teledesic  must  raise  billions 
when  Wall  Street  is  still  sore  from  the 
scrap-heap  bankruptcy  of  Motorola's 
Iridium  satellite  system. 

The  costs  of  McCaw's  game  keep 
rising,  but  his  rules  don't  change, 
though  he  must  relearn  them  many 
times  over:  Stay  focused  on  what  you 
know,  keep  close  to  people  you  trust, 
deploy  strong  executives  to  fix  your 
messes,  try  not  to  overextend  yourself. 
Each  rule  grows  out  of  McCaw's  sear- 
ing early  experience  of  watching  the 
near-collapse  of  his  family's  fortune 


after  the  sudden  death  of  his  father. 

Craig  McCaw  grew  up  in  Seattle, 
the  second  of  John  and  Marion 
McCaw's  four  sons.  Dyslexic  like  his 
dad,  Craig  struggled  with  school  but 
showed  an  early  reserve  of  self-confi- 
dence. He  piloted  the  family  yacht,  a 
converted  minesweeper,  through  the 
San  Juan  Islands  when  he  was  only  14. 

In  August  1969,  when  Craig  was  all 
of  19  years  old,  his  father  died  of  heart 
failure;  Craig,  a  sophomore  at  Stanford, 
was  home  alone  when  he  found  the 
body.  His  father  owned  radio  and  cable 
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Dan  Akerson's  data 

destiny:  "I've  never 

met  anyone  like  Dan," 

Craig  McCaw  says. 

"He  translates 

opportunities  into 

realities,  he  feels  the 

urgency." 


- 
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Craig  McCaw  doesn't  talk  much.  "The 
fact  is,  I'm  an  introvert,"  he  says.  He  is 
in  his  Seattle  office  only  25%  of  the 
time,  using  wireless  and  satellite  links 
to  stay  in  touch  from  his  homes  in 
British  Columbia  and  Silicon  Valley,  an 
oceangoing  yacht  and  a  Gulfstream  jet, 
Selections  from  two  recent  interviews 
with  FORBES: 
How  big  a  threat  are  WorldCom  and 
AT&T  to  your  plans? 
We're  on  a  collision  course  with  the  old 
business.  If  you  look  at  the  market  cap 
of  AT&T  and  take  out  its  wireless  and 
cable  tracking  stocks,  it  says  the  voice 
business  is  dead.  [Before  buying  into 
cable,]  AT&T  tried  to  define  itself  out  of 
business  by  focusing  only  on  voice.  You 
can't  defend  the  past.  WorldCom  isn't 
the  threat,  it's  the  opportunity.  Technol- 
ogy is  the  threat. 
What  does  that  mean? 
Change  is  taking  place  faster  than  at 
any  point  since  the  1860s.  In  the  New 
Economy  you  can  dream  your  dream, 
but  you  have  to  keep  changing.  Amazon 
has  morphed  from  bookseller  to  [seller 
of]  anything.  The  lesson  of  Nextlink  is 
the  lesson  of  Amazon:  Keep  changing. 
How  do  you  manage  constant  change? 
You  must  have  the  will  to  evolve.  There 
isn't  any  manager  who  doesn't  feel 
tired,  beleaguered.  In  a  changing  world, 
if  you  keep  doing  the  same  thing,  you 
lose.  If  you  trust  someone,  you  should 
burden  them  with  responsibility. 

I  spend  more  time  in  Silicon  Valley, 
meeting  people.  Some  of  them  are  nuts, 
but  when  you  lose  that  influence,  you 
become  stale. 


properties,  with  diversions  into  ship- 
building and  jet  charter.  Most  of  the 
portfolio  arose  out  of  handshake  deals. 

The  estate  was  valued  at  $  1 2  million 
at  the  time,  but  a  rash  of  lawsuits  filed 
by  the  elder  McCaw's  partners  laid 
claim  to  all  but  $20,000  of  it.  Family  at- 
torney William  Gates  Sr.  (yes,  Bill's  fa- 
ther— Seattle  is  a  small  town)  was  still 
unsnarling  the  mess  a  deca.le  later. 

Marion  McCaw  ha  her  hus- 

band's accountant,  b  npre- 

1  for  the  fallout. 


go  and  the  family  mansion  fell  into  dis- 
repair. She  was  reduced  to  having  to  pe- 
tition the  court  for  money  to  get  her 
lawn  mowed. 

She  tried  to  sell  a  cable  system  in 
her  home  town  of  Centralia,  Wash,  but 
learned  that,  without  telling  her,  Elroy 
McCaw  had  transferred  the  ownership 
to  his  four  sons.  The  brothers — Bruce, 
Craig,  John  and  Keith — elected  to  run 
it  rather  than  sell  out.  Craig,  who  had 
been  his  dad's  chess  partner,  quickly 
look  on  a  strategic  role,  but  he  was 
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haunted  by  what  had  happened  after 
his  father  died. 

"I'm  picky  about  the  people  I  do 
business  with.  He  wasn't  picky," 
McCaw  says.  "I  learned  to  be  fastidious 
about  accounting,  to  be  careful  about 
the  ethical  nature  of  people.  And  to 
keep  things  simple,  to  focus  on  quality." 
Asked  if  his  father's  failure  pushes  him 
even  now,  McCaw  grows  silent,  then  al- 
lows: "There  are  deep  psychological 
things  none  of  us  understands." 

Craig  McCaw  soon  developed  a 


. 


n  seeking  allies  overseas,]  you  bear 
te  risk  of  misunderstanding  people, 
ut  I  know  whether  to  trust  people  right 
A/ay.  Look  at  their  past,  you  see  what 
iey'11  do. 

o  you  see  excesses  in  the  Web 
jonomy? 

fhen  greed  becomes  this  prevalent, 
Dmething  bad  always  happens.  Greed 
going  to  drive  people  to  some  very 
orrible  conclusions— they'll  bet  every- 
ling  and  lose. 

re  your  companies  separate  or  linked? 
here's  a  vertical  orientation:  Nextel,  a 
jice/data  service;  Nextlink,  a  national 
etwork  with  opportunities  for  things 
<e  videoconferencing  at  $20  an  hour; 
sledesic,  if  there's  no  other  way  to  get 
connection.  We  see  the  value  of  sup- 
ortive  assets:  Nextel  will  soon  have 
lore  cell  sites  than  anyone  in  the  U.S. 
ow  important  is  Dan  Akerson? 
/ith  Nextlink  we  realized  we  had  a 
Dmpany  with  extraordinary  opportuni- 
es,  but  time  was  of  the  essence.  I've 
ever  met  anyone  like  Dan,  who  will 
anslate  opportunities  to  realities.  He 
:els  the  urgency  to  get  customers  and 
jvenues.  I'm  working  on  satellites  be- 
ause  Dan  is  going  global,  and  I  want  to 
Dmplement  him. 

ven  after  Iridium,  you  still  believe  in 
atellites? 

idium  didn't  respect  the  difference  be- 
veen  what  they  knew  and  what  they 
ad  to  do.  With  ICO  Global,  we'll  be 
lore  conservative.  Teledesic  is  the 
ross  I  bear.  I'll  put  my  money  in.  We'll 
o  it,  but  we  won't  jump  off  a  cliff. 

-Q.H. 


"Greed  is  going  to  drive  people  to 
some  very  horrible  conclusions  - 

they'll  bet  everything  and  lose." 


nack  for  buying  cheap,  fixer-upper 
able  systems,  raising  quality  and  prices 
nd  plowing  the  cash  flow  into  more 
cquisitions.  When  the  cheap  buys  were 
one,  he  sold  out  to  Jack  Kent  Cooke  in 
986  and  invested  the  proceeds  in  the 
ellular  business.  Same  old  methods: 
uy  cheap  properties,  tie  them  together 
nd  boost  quality,  and  funnel  the  cash 
ow  into  more  deals. 

McCaw  was  particularly  picky 
bout  his  inner  circle.  Wayne  Perry,  his 
lain  dealmaker  on  radio  spectrum, 


joined  in  1975.  Steven  Hooper,  a  vet- 
eran McCaw  lieutenant  at  several  com- 
panies, joined  up  in  1982.  Dennis  Weib- 
ling,  president  of  Eagle  River  and 
McCaw's  daily  contact  on  investments 
and  strategy,  began  as  the  McCaw  fam- 
ily accountant  that  same  year.  Except 
for  Akerson,  each  of  the  eight  other 
Eagle  River  partners  has  been  with 
McCaw  more  than  a  decade. 

Craig  was  as  messy  a  businessman 
as  his  father,  but  he  corrected  for  his 
weakness  with  strong  operational  tal- 
ent. James  Barksdale,  who  had  been 
chief  operating  officer  at  Federal  Ex- 
press, became  president  of  McCaw  Cel- 
lular in  1991.  He  found  McCaw  had 
paging  companies  operating  under  17 
different  names  in  17  states.  Regions  in 
the  emerging  national  network  barely 
talked  to  one  another. 

By  1990  McCaw  was  in  over  his 
head.  He  had  borrowed  $3  billion  for 
what  would  be  his  last  big  cellular  ac- 
quisition, the  $3.7  billion  deal  for  Lin 
Broadcasting  to  get  into  the  New  York 
market.  He  had  already  sold  22%  of  his 
company  to  British  Telecom,  and  the 
debt  load  knocked  two-thirds  off  his 
stock  price  in  the  next  two  years  as  a  re- 
cession cut  into  revenue  growth.  The 
debt  mounted,  forcing  him  to  sell  out 
to  AT&T  in  1994. 

McCaw,  stung  by  the  sale  of  his 
namesake  and  out  of  focus,  started 
Eagle  River  to  figure  out  what  to  do 
next.  (His  brothers,  who  had  lesser  roles 
in  McCaw  Cellular,  pursued  other  in- 
terests.) Weibling  steered  him  away 
from  unwise  investments  in  Hawaiian 
luxury  hotels.  In  1994  he  and  pal  Bill 
Gates  unveiled  plans  for  a  satellite  net- 
work, later  named  Teledesic,  but  it  was 
blue-sky  and  far  off.  He  also  looked  at 
buying  into  Uunet,  a  fast-growing  In- 
ternet backbone  operator  that  would 
have  brought  rich  returns.  But  the 


owners  wanted  to  retain  control,  and 
McCaw  was  disturbed  by  the  profusion 
of  porn  on  the  Web.  (The  porn  angle 
had  also  turned  him  off  to  cable.) 

So  he  backed  off,  and  Uunet  later 
became  part  of  WorldCom.  Just  as  he 
had  begun  his  career  by  salvaging  a  tiny 
part  of  his  father's  business,  McCaw 
started  over  in  1995  by  building  on  a 
piece  of  McCaw  Cellular  he  retained 
after  the  AT&T  deal:  a  small  holding 
company  called  Fiberlink.  He  began 
buying  up  small  local  phone  companies 
and  excess  fiber-optic  capacity  in  places 
like  Spokane,  Wash,  and  rural  Pennsyl- 
vania, mostly  so  McCaw  could  study 
the  local  phone  business.  That  was  the 
start  of  what  became  Nextlink. 

Around  the  same  time  in  1995, 
McCaw  went  for  Nextel,  a  fixer-upper 
with  bad  wireless  service,  a  few  hun- 
dred thousand  subscribers  and  a  col- 
lapsed stock  price.  It  was  a  return  to  the 
formula:  McCaw  pushed  hardware 
maker  Motorola  to  improve  the  voice 
quality  and  repositioned  the  service 
from  taxi  fleets  to  groups  of  workers. 

His  operational  guy  this  time  was 
Dan  Akerson,  who  had  left  MCI  two 
years  earlier  for  buyout  firm  Forstmann 
Little.  Akerson  took  over  Nextel  and 
found  that  the  faltering  wireless  firm, 
true  to  McCaw  form,  had  15,000  pric- 
ing plans.  He  reduced  that  to  a  few 
hundred.  Akerson  also  changed  Nex- 
tel's  focus  from  straight  cellular  to  a 
"work  group"  service  with  phones  that 
could  double  as  walkie-talkies.  Nextel 
has  grown  from  340,000  customers  in 
1994  to  5.6  million. 

Ever  the  financial  Merlin,  McCaw  re- 
cently put  some  of  his  lieutenants  from 
the  cellular  days  into  a  company  called 
Nextel  Partners,  which  develops  second- 
tier  markets  and  feeds  the  traffic  to  Nex- 
tel itself.  That  company,  of  which  Craig 
McCaw  owns  a  10%  piece,  went  public 
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in  February.  Nextel  itself  holds  a  32% 
stake,  now  worth  $1 .5  billion. 

Nextel  was  barely  back  on  track 
when  Craig  McCaw  was  dislodged  by  a 
messy  divorce  in  1997  from  his  first 
wife,  Wendy  Petrak.  They  had  married 
soon  after  both  had  graduated  from 
Stanford,  but  they  had  no  children.  The 
split  cost  Craig  $500  million  of  his 
then-$2  billion  fortune.  Most  of  Pe- 
trak's  payout  was  in  Nextel  and 
Nextlink  stock,  with  McCaw  retaining 
the  voting  rights;  her  holdings  are 
worth  about  $4  billion  today.  (A  year 
after  the  divorce,  Craig  McCaw  married 
Susan  Rasinski,  an  investment  banker.) 

The  payout  raised  concerns  that 
McCaw  would  have  to  scale  back  em- 
pire-building ambitions.  Not  to  worry: 
In  1998  Wayne  Perry  and  Steven 
Hooper  raised  $500  million  in  high- 
yield  debt  for  Nextlink.  They  did  it  in 
just    four    hours,   while   they 


waited    for    a    flight    in    the 
Newark,  N.J.  airport. 

That  helped  bankroll  In- 
ternext,  a  fiber  company  created 
by  Nextlink  and  McCaw's  hold- 
ing company,  Eagle  River.  In- 
ternext  agreed  to  pay,  in  install- 
ments, $700  million  for  25%  of 


An  Empire  on  Land,  at  Sea  and  in  the  Air 

McCaw  likes  to  keep  his  companies  separate— "-merge,  and  the  average  l( 
drops,"  he  says— but  they  increasingly  interconnect.  Nextlink  hauls 
Nextel's  wireless  traffic,  and  satellites  will  likely  guarantee  Nextlink  data 
get  through,  even  if  its  fiber  network  fails.  Next  up:  submarine  fiber. 


the  fiber  network  being  built  by  Level  3 
Communications — a  chunk  big 
enough  to  carry  all  of  AT&T's  business. 

By  last  September  McCaw  had 
tapped  Akerson  again,  this  time  to  run 
Nextlink.  Akerson  had  quit  the  top  job 
at  Nextel  a  few  months  earlier,  after  the 
would-be  sale  to  WorldCom  fell 
through.  He  planned  to  retire,  and  he 
started  by  taking  the  first  two-week  va- 
cation of  his  career.  He  lasted  eight  days 
before  asking  his  wife  how  much  longer 
he  would  be  forced  to  relax. 

When  Akerson  started  at  Nextlink, 
it  had  40  marketing  plans  for  40  cities. 
He  shifted  the  focus  to  competing  na- 
tionally rather  than  in  each  local  mar- 
ket. He  hired  three  MCI  alumni  to  run 
marketing,  deployment  and  operations; 
they  shaved  months  off  development 
time  for  data-service  projects. 

To  strengthen  ties  to  Nextel,  Aker- 
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son  ordered  everyone  at  Nextlink  t 
switch  to  Nextel  phones  and  beefed  u 
contracts  to  handle  Nextel  traffic.  H 
also  is  pushing  to  have  sales  reps  a 
Nextlink  and  Nextel  sell  both  compa 
nies'  services.  In  December  Akerso 
had  Nextlink  buy  out  its  partner  in  th 
Internext  fiber-network  venture— 
McCaw's  Eagle  River.  Nextlink  go 
McCaw's  12.5%  interest  for  $220  mil 
lion — less  than  the  $350  million  he  ha< 
pledged  to  pay.  But  the  deal  nettec 
Eagle  River  a  huge  return:  It  had  put  u] 
less  than  $50  million  in  cash  for  th 
Level  3  bandwidth  at  that  point. 

In  January  Akerson  raised  the  stake 
again,  paying  $2.9  billion  in  stock  fo 
Internet  provider  Concentric  Network 
The  deal  gives  Nextlink  a  toehold  ii 
Europe,  high-speed  data  lines,  Wei 
hosting  and  e-commerce  services  an< 
the  right  to  haul  traffic  for  Internet  ser 


'With  Nextlink,  Los  Angeles  will  be  a 

suburb  of  New  York.  Ultimately,  L.A.  and 

London  will  be  suburbs....  Our  target: 

AT&T  and  WorldCom." 
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Why  Craig  Couldn't 
Catch  a  Falling  Star 

Craig  McCaw  was  blindsided  when  the  Iridium  satellite 
phone  service  went  bankrupt  last  August.  He  was  about 
to  pitch  Teledesic  to  Wall  Street  at  a  price  of  $9  billion,  or 
$3  billion  more  than  Iridium,  with  a  similar  design.  Motorola 
was  the  contractor  for  both  projects. 

So,  in  a  depressed  market,  McCaw  turned  from  being  a 
seller  to  a  potential  buyer  of  Iridium.  He'd  had  luck  turning 
around  botched  Motorola  projects  like  Nextel.  Christopher 
Galvin,  Motorola's  chief  executive  and  a  friend  of  McCaw's, 
was  pleading  for  help  in  avoiding  a  loss  of  $400  million  in 
bonds  and  salvaging  the  company's  17%  stake  in  Iridium. 

There  were  things  to  like  about  Iridium.  The  satellites  and 
phones  were  up,  meaning  you  could  get  right  into  business. 
Motorola  had  plans  for  pocket-size,  third-generation  phones. 
Iridium  had  spectrum  and  rights  to  operate  in  150  countries,  as 
well  as  a  global  billing  system.  McCaw  figured  he  could  get  the 
whole  thing  for  about  10  cents  on  the  dollar.  "It  was  a  good 
price,  a  good  opportunity  to  get  in  early  and  get  experience," 


says  Dennis  Weibling,  who  headed  talks  for  McCaw. 

But  the  problems  were  worse  than  expected.  Iri 
ium's  phone  switches  were  airborne.  The  sy 
tern  couldn't  be  reconfigured  easily,  ar 
voice  quality  was  hard  to  in 
prove.  Data  flowed  very  slowly 
just  4,800  bits  per  second.  Motoro 
never  imagined  the  need  for  Interne 
age  data  rates  when  it  hatched  the  idea 
1989.  A  fax  machine  from  1990  moves  da 
faster.  Operational  costs,  which  Motorola  cut  from  $400  m 
lion  to  $120  million  a  year,  could  balloon. 

These  problems  came  against  a  background  of  years 
contentious  negotiations  between  Motorola  and  Teledesic.  M( 
torola  thought  Teledesic  was  unfocused,  Teledesic  thougl 
Motorola  was  arrogant.  With  wounded  pride  thrown  in,  tall 
sometimes  became  shouting  matches. 

Still  McCaw  persisted.  In  February  he  threw  $2.5  million 
interim  financing  at  Iridium.  On  Mar.  2  Iridium's  chief  operatir 
officer  told  his  staff  they  had  a  deal.  But  at  the  last  minu 
McCaw,  finally  convinced  he  couldn't  fix  the  voice  quality  i 
data  speed,  backed  out.  "If  you  look  at  data  services,  which 
where  we're  going,  the  speed  wasn't  enough,"  says  Weiblin) 
The  last-minute  cancelation  is  something  "we've  done  with  lo 
of  deals  that  were  a  lot  less  public,"  he  says. 

McCaw  turned  to  ICO  Global  Communications.  Its  satellite 
designed  by  Hughes,  aren't  yet  launched.  He  can  reconfigur 
them  to  meet  his  high  data-rate  needs.  McCaw  told  Motorola 
wouldn't  be  the  prime  contractor  on  Teledesic.  Cut  out 
Teledesic  and  with  Iridium  bankrupt,  Motorola  quietly  folded  it 
satellite  communications  division.  It  may  yet  make  consume 
devices  for  Teledesic. 

McCaw  is  still  eyeing  Iridium's  billing  system.  If  no  other  buy 
ers  show  up— possible  bidders  include  the  U.S.  governmen 
which  owns  an  Iridium  ground  station  in  Hawaii— McCaw  coul 
buy  it  before  ICO  starts  business  in  2002.  —Q.t 


vice  providers. 

Akerson  envisions  an  overarching 
network  in  which  there's  no  such  thing 
as  long-distance  charges.  "Los  Angeles 
will  be  a  suburb  of  New  York.  Ulti- 
mately, L.A.  and  London  will  be  sub- 
urbs." Yet  much  of  Nextlink's  pitch  re- 
lies on  rolling  out  a  broadband  wireless 
technology  called  local  multipoint  dis- 
tribution system  (LMDS),  also  known  as 
fixed  wireless,  now  used  by  only  a  few 
clients  in  Dallas  and  Los  Angeles.  Sec- 
ond-generation gear  won't  be  out  until 
later  this  year. 

It's  a  leap,  but  nothing  like  the  one 
McCaw  is  making  with  Teledesic.  Last 
fall  he  was  readv  to  unveil  it  as  a 
satellite  system  very  much  hi.       idium. 
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Then  Iridium  hurtled  into  bankruptcy. 
McCaw  had  to  rethink  everything. 
"Don't  shun  wisdom  just  because  it 
comes  late,"  he  told  his  team. 

Outsiders  such  as  Microsoft  futurist 
Nathan  Myhrvold  were  brought  in  to 
take  Teledesic  apart  (Bill  Gates,  an  old 
friend  of  McCaw's,  had  kicked  in  $10 
million  in  1994).  Expensive  ideas  like  on- 
board switching  were  thrown  out,  and 
Teledesic's  free-flying  design  was  tied 
into  the  world's  growing  fiber  network. 

McCaw  almost  bought  Iridium  (see 
box,  above),  but  chose  the  cheaper, 
more  flexible  ICO.  Like  Nextel,  ICO  is 
another  broken  asset  he  can  pretty  up. 
He  also  claims  he  can  solve  the  power 
1        lem  that  rendered  Iridium  phones 


useless  inside  buildings. 

Still,  McCaw  is  straying  into  a  busi 
ness  that  has  destroyed  billions  of  do 
lars  of  venture  capital.  And  while  h 
built  his  career  on  deep  ties  to  a  sma 
cast  of  loyalists,  this  time  he  must  dec 
with  80  national  phone  companies  an< 
an  array  of  secretive  billionaires  in  th 
Mideast  and  Asia.  He  knows  how  t( 
handle  the  latter:  "We  have  to  align  ou 
self-interest  with  theirs." 

He  is  well  aware  of  the  risks  aheac 
and  embraces  them.  "Every  day  I  asl 
myself  'What  if  this  happens?  Will  w< 
have  enough  money?'  "  McCaw  says 
"Losing  money  isn't  the  thing  I  mind,  a 
much  as  giving  up  on  companies.  It's 
game  to  see  how  much  you  can  do." 
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Ca-Ching! 

Grocery  chains  are  charging  manufacturers  big 
fees  to  get  their  products  in  the  stores.  Small 
brands  are  furious.  But  is  it  such  a  bad  thing? 


BY  CHANA  R. SCHOENBERGER 

EVER  WONDER  WHY  YOUR  FA- 
vorite  cookies  are  no  longer  to  be 
found  at  your  supermarket?  Or 
that  delicious  tortilla  chip  you  like  to 
serve  at  parties? 

Blame  it  on  a  new  world  order  in  the 
$460  billion  grocery  industry.  Buried  by 
new-product  offerings,  not  just  from  gi- 
ants like  Procter  &  Gamble  but  from 
upstarts,  megachain  grocery  retailers 
like  Kroger  and  Safeway  are  seizing  con- 
trol of  their  aisles  as  never  bet 


"Slotting  fees,"  long  extracted  from 
foodmakers  just  to  get  their  goods  on 
the  shelf,  are  running  at  a  level  of  $1 
billion  a  year.  On  top  of  those,  manu- 
facturers pay  some  $25  billion  a  year 
in  "trade  dollars"  to  get  retailers  to 
promote  and  discount  their  products. 
In  1978  manufacturers  spent  5%  of 
sales  on  trade  promotions;  today  it's 
up  to  13%. 

Reacting  to  the  squawks  from 
small  food  manufacturers  who  have 
trouble  getting  on  shelves,  the  Federal 


Getting  crunched:  Tortilla  chip  maker 
Michael  Schall  was  once  hit  with  an 
inexplicable  "stratification  fee." 

Trade  Commission  and  other  govern 
mental  bodies  are  taking  a  new  look  a 
slotting  fees.  Big  brand-name  manu 
facturers,  of  course,  are  less  likely  tc 
complain,  even  though  they  some- 
times have  to  pay  for  space,  too.  Theii 
established  brands,  which  stores  can' 
do  without,  provide  some  leverage  ir 
negotiating  with  the  grocers.  And  i: 
they  do  have  to  shell  out  to  launch  ; 
novel  food  item,  at  least  they  have  tht 
deep  pockets. 

Small  manufacturers  complain  that 
they  can't  afford  the  slotting  fees,  which 
can  run  up  to  $25,000  per  item  pei 
chain,  depending  on  the  number  o 
stores  and  the  appeal  of  the  product.  A 
food  broker  in  the  Midwest  says  he  had 
to  fork  over  $20,000 — nonrefundable- 
just  to  put  a  new  product  to  a  90-day 
test  with  a  big  retailer.  One  New  Eng- 
land chain  charged  a  baked-goods  com- 
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pany  $1,100  per  product  per  store  for 
more  than  1,000  locations,  even 
though  the  bakery  items  were  already 
on  shelves. 

Michael  Schall,  chief  executive  of 
the  $9  million  (1999  revenues)  Guilt- 
less Gourmet  Inc.,  an  Austin,  Tex. 
tortilla  chip  maker,  recalls  getting  hit 
with  a  "stratification  fee"  by  a  gro- 
cery store.  What's  that?  When  he 
called  the  grocery  store  to  find  out, 
the  only  answer  he  got  was:  "It's  a 
stratification  fee." 

Schall  is  unusual  in 
talking  for  the  record. 
Most  small  manufac- 
turers fear  retribution. 
When  Senator  Christo- 
pher Bond  (R-Mo.) 
held  hearings  last  year, 
only  one  manufacturer 
out  of  200  interviewed 
(Lee's  Ice  Cream  of 
Baltimore)  testified 
publicly;  two  others 
hid  behind  screens. 

Are  slotting  fees 
such  a  bad  thing?  The 
little  food  companies 
say  they  stifle  innova- 
:ion.  But  the  truth  is 
:hat  the  fees  don't  so 
nuch  raise  the  cost  of 
Droduct  experimenta- 
:ion  as  reallocate  it 
Tom  retailer  to  manu- 
facturer. Cincinnati- 
Dased  Kroger  Co.'s 
Ralphs  unit,  which 
:harges  the  fees,  says 
:hat  out  of  20,000  new 
products  introduced 
;very  year,  80%  fail.  So 
:he  fees,  whether  50 
Iree  cases  or  a  10%  dis- 
:ount,  cover  the  cost  of 
'econfiguring  the  ware- 
louse  and  rearranging 
he  store  shelves  to 
nake  room  for  the 
tern. 

Even  if  a  product  is 
Uready  on  the  shelves, 
there's  a  cost  associated 
tvith  it,  if  it's  taking  up 


►  By  the  Numbers 

Non-Cents 

Slotting  fees,  advertising  and 
promotions  come  out  of  man- 
ufacturers' gross  margins. 


MANUFACTURER'S  COST 
OF  MAKING  BBQ  SAUCE  IS 


MANUFACTURER  SELLS 
TO  DISTRIBUTOR  FOR 


(50%  MARGIN) 

DISTRIBUTOR  SELLS  TO 
RETAILER  FOR 


(27%  MARGIN) 

RETAILER  SELLS  TO 
CONSUMER  FOR 


(33%  MARGIN) 
Sources:  Industry  consultants. 


precious  space  and  not  yielding  a 
proportionate  share  of  revenues  at 
the  checkout  counter.  Is  it  so  wicked 
for  the  owner  of  the  real  estate  to 
want  recompense?  Books,  CDs  and 
computer  software  get  on  shelves 
only  after  money  changes  hands.  Is 
that  bad? 

Consider  this  analogy.  A  shopping 
mall  owner  might  well  collect  rent 
from  a  flower  vendor  in  the  form  of  a 
percentage  of  the  tenant's  sales — or  he 
might,  instead,  charge  a  flat  amount 
per  square  foot.  The 
flat  rent  is  just  like  a 
slotting  fee.  It  pushes 
the  risk  that  the  flowers 
will  be  a  flop  onto  the 
other  fellow. 

Nonetheless,  Mari- 
anne Jennings,  an  Ari- 
zona State  University 
professor  who  studies 
supply-chain  manage- 
ment, finds  a  dark  side 
to  the  process.  Some 
fees,  she  contends, 
amount  to  commer- 
cial bribery.  They're 
paid  in  cash,  under 
the  table,  or  in  forms 
as  extreme  as  BMW 
lease  payments  for  re- 
tail buyers. 

The  FTC  also  sees  a 
dark  side.  In  March  it 
accused  McCormick 
&  Co.,  which  controls 
40%  of  the  spice  busi- 
ness, of  paying  exorbi- 
tant fees  to  keep 
Burns  Philp  Food  and 
other  competitors  off 
the  shelves.  Mc- 
Cormick agreed  not 
to  charge  retailers  dif- 
ferent prices  for  the 
same  product. 

A  good  politician 
can  make  slotting  fees 
sound  scary,  anticom- 
petitive, even  crooked. 
But  most  of  them  rep- 
resent a  healthy  free 
market  at  work.        F 


Margin 
Madness 

As  the  stock  markets 
zigzag  wildly,  investors 
at  online  brokerage 
firms  grow  only  more 
brazen.  Is  someone 
going  to  get  hurt  here? 


BY  ROBERT  LENZNER 

WADF  COOPERMAN,  VICE  PRESI- 
dent  of  trading  and  risk  ser- 
vices at  E-Trade,  the  online 
broker,  has  this  terrible  nightmare:  "a 
prolonged  and  severe  downturn  in  the 
market 

No  wonder — a  real  crash  might 
make  it  tough  to  collect  on  the  nearly 
$6  billion  in  margin  debt  that  E-Trade 
has  extended  to  its  customers.  That  $6 
billion  is  about  9%  of  the  customer  as- 
sets at  E-Trade — more  than  four  times 
the  margin  level  at  an  old  brokerage 
giant  like  Merrill  Lynch. 

As  the  markets  get  more  volatile, 
the  rank-and-file  investors  at  online 
brokerages  are  growing  more  brazen — 
and  more  exposed.  Total  margin  debt 
at  online  brokerage  firms  has  quadru- 
pled since  1995.  In  the  past  six  months 
margin  lending  at  five  major  online 
firms  has  almost  doubled  to  $44  bil- 
lion. For  now  this  is  dandy  for  online 
brokers  They  don't  put  up  their  own 
money — they  simply  borrow  from 
Peter  to  lend  to  Paul.  That  is,  the  online 
firms  use  the  spare  cash  that  other 
clients  deposit  but  haven't  yet  put  into 
stocks.  The  brokers  pay  2.5%  to  4.5% 
interest  on  the  cash  they  use,  then 
charge  two  or  three  times  that  rate  to 
their  margin  borrowers. 

This  lucrative  banking  business  ex- 
plains how  commission  fees  can  get  so 
low  for  online  trading.  The  $10  (or 
even  free)  trade  is  a  loss  leader  to  bring 
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You  could.  The  Internet  is  changing  the  world.  Turn  the  change  to  your  advantage. 
Your  company  could  be  faster,  more  agile.  More  responsive  than  ever.  We  can  help.  We're 
Cisco  Systems.  Virtually  all  information  on  the  Internet  travels  across  the  systems  of  our  company. 
Test  your  company's  readiness.  Take  our  Internet  Quotient  Assessment  at  wwwcisco.com/go/iqtest. 


Cisco  Systems 


Empowering  the 

Nil  KM  I   <il  M  RATION" 


in  the  Peters  and  the  I 

Now  suppose  ther. 
market    quake — the    Big 
One — a  selloff  even  l 
than  the  one  on  Oct.  19, 

_.  when  :  >£  the 
market's  value  got  rubbed 
out  in  a  single  session.  lust 
for  fun,  let's  say  the  decline 
accelerates  m  the  ensuing 
day's.  In  a  market  that  falls 

i  furious 
brokers  may  have 
time  or  ability  to  make 
margin  calls,  sell  out  and 
collect  the  debts  owed  by 
their  customers.  Are  thev  at 
nsk? 

Not  to  worry,  the  on- 
liners  say.  Thev  have  abundant  safety- 
valves  in  place  to  limit  their  downside. 
E-Trade  requires  each  account  to  main- 
tain equ  .  ;  unties  owned  minus 
debt  owed  i  equal  to  30%  of  the  portfo- 
lio's value.  Federal  rules  require  only 
'.  ~  .  Drop  below  the  maintenance 
margin  level  and  your  stocks  will  be  liq- 
uidated J  Drevfus 
Corp.'s  online  unit  won't  offer  margin 
on  an  initial  public  offering  for  the  first 
six  months;  it  also  limits  lending  for 
volatile  small-cap  stocks.  Charles 
Schwab  &  Co.  has  been  knocking  some 
thinly  traded  stocks  off  its  margin  list 
altogether. 

If  the  system  works  in  the  next 
crash,  conservative  investors — the  Pe- 
in  the  above  equation — and  even 
the  brokerage  firms  won't  suffer  at  all; 
only  the  swingers  buying  stocks  on 
margin  will  feel  the  pain.  The  discom- 
fort would  be  concentrated.  TD  Water- 
house  has  more  than  S9  billion  on  mar- 
gin, borne  by  on'.  "  fits 
3.6  million  customers. 

The  brokerage  firms 
won't  say  how  much  mar- 
gin debt  ated  with 
risky  highfliers,  but  the  cir- 
cumstantial evidence  is 
that  margin  speculators 
would  be  badly  hurt  in  a 
collapse    of 

ume 


Wfc^— 


Margin  calls  become 

contagious  when  everyone  has 

margin  on  the  same  stocks. 


much  of  it  taking  place  at  big  movers 
like  ExciteAtHome,  Cisco  and  IDS 
Uniphase.  "If  everyone  has  margin  on 
the  same  stocks,  it's  the  point  of  tension 
in  this  market.  Then  the  margin  calls 
become  contagious  and  a  downturn 
can  be  triggered,'"  savs  Morgan  Stanley 
analyst  Henry  McVey. 

Individual  investors  alreadv  account 
for  more  than  60°  o  of  Nasdaq  trading 
volume  and  over  half  oi  all  margin 
debt,  savs  Sanford  C.  Bernstein  .N 
analvst  Steven  Galbraith.  He  frets  that 
online  leverage  is  growing  faster  than 
the  assets  in  online  accounts.  If  online 
traders  "lose  conviction  after  repeated 
margin  calls,  it  could  signal  the  end  of 
the  New  Economy  bull  market,"  Gal- 
braith argues. 

The  doubling-up  oi  online  margin 
debt  since  last  tall  has  funded  a  frenzv 
of  speculative  trading,  even  as  the  mar- 
kets grow  more  volatile  amid  breath- 
taking declines  and  iitterv  rebounds. 


When  the  Nasdaq  fell  m<e 
than  5%  on  May  10,  tl 
online  crowd  didn't  flint; 
80%  of  the  trades  at  Am<- 
itrade  were  buys  rati 
than  sells. 

Investors  now  holdi 
Nasdaq  stock  only  95  d, 
on  average,  a  400%  anni 
turnover  ratio.  Last  year  t  ■ 
typical  Ameritrade  ct 
tomer  traded  45  times 
\-  months;  at  online  rr 
Datek  the  average  was 
trades  in  a  year.  So  mu 
for  buy-and-hold. 

It  all  looks  a  little  scai, 
but  then,  for  online  brokt 
ages  scary  markets  a 
good  for  business.  TD  Waterhou 
added  418,000  new  accounts  in  th 
quarter  ended  Apr.  30.  .Amid  the  gyr 
tions  of  the  past  six  months,  Amei 
trade  doubled  its  client  roster  to  1  m 
lion  accounts.  Ameritrade  Senior  Vi 
President  Peter  Ricketts  argues  h 
clients  are  doing  well  in  the  markt 
buving  when  it  falls  and  selling  agai 
when  it  rises.  "They're  providing  lie 
uiditv,"  he  savs. 

Should  investors  worn-  about  wh; 
brokerage  firms  are  doing  with  the 
cash?  Only  if  they  have  credit  balano 
above  SI  00,000 — that  being  tl 
amount  that  the  Securities  Invests 
Protection  Corp.  covers  with  insurant 
against  the  broker's  insolvency.  Mai 
firms  have  bought  private  insurance  f( 
higher  amounts.)  There's  a  simple  sc 
lution  if  you  run  credit  balances  hight 
than  5100,000.  Get  on  your  compute 
and  switch  some  of  that  cash  into  Tre. 
surv  bills.  I 


Heavy  Leverage 


Debt  far  exceeds  the  market  caps  of  all  but  one  of  these  online  brokers,  and  it  dwarfs 
brokers'  equity  in  every  case.  As  new  customers  sign  up  to  trade,  they  add  to  the  leverage. 

Customer 


Margin 


Company 

Customers         debt 

(thou)            (Sbil) 

assets 

(Sbil) 

Margin  debt 
assets 

Margin  debt 
broker's  equity 

Margin  debt/ 
market  cap 

Ameritrade  Holding 

992             S3  6 

$38.9 

9.2% 

1.116% 

142% 

E  Trade  Group 

2.614               5.9 

65.2 

9.0 

319 

103 

Chirles  Schwab 

6.900             21.8 

506.6 

4.3 

?94 

59 

TD  Waterhouse  Group 

3.600              9.1 

150.0 

61 

45: 

130 

phens:  Morgan  Sranfcy  Dew  Winer 

1 

With  over  .2,000  hotels  now  in  the  Hilton  rd  .Honors    family, 
you  11  discover  both  .Points  Cx  Exiles  at  more  places  than  ever  before. 


Only  Hilton  HHonors  makes  your  travel  more  rewarding. 


The  Hilton  HHc 


family  just  pot  bigger.  _M.uch,  much  bigger.   xNow,  in  addition 


to   Hilton,    Hilton   Garden   Inn     and  Conrad   International  hotels,    you  11  earn   both 

Points  &  .Miles  at  Doubletree,    Embassy  Suites,   Hampton  Inn,    ^jjjOju^     Hampton   Inn   Cx 
Ouites  and    Homewood   Suites  by   Hilton.  JO,    stay  with   the   new   Hilton   HHonors 

Iamily  of  hotels,       =•       and  discover  how      Cx     can   be   more   rewarding,     lo   enroll    in    Hdton 

-*  muni 

IUITII' 

HHonors  or  to  make  reservations,  call  your  professional  travel  agent  or  1-o00"HHOMOj\jS. 
Or,   receive   a  1,000  point  bonus  by  enrolling      douiut...        online    at  www.hiltonhhc 


">g  DouiLiTttr      I 


10nors.com. 


Hilton  HHonors 

.  • *  * "  *  •. 

Poi'nts&IViiles- 


b  Apnl  3  2000  Online  enrollment  bonus  offered  through  December  31  2000  HHonors  membership,  earning  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions  Normal  rules  for  earning  HHonors  points  and  airline  miles  apply 
ws  Worldwide 


by  Allianz  Group. 


Wherever  you  are,  whenever  you 
need  us,  the  Allianz  Group  is 
always  there  for  you. 

For  over  75  years  we  have  successfully  managed  the 
assets  of  life  insurance  policy  holders.  This,  together 
with  the  close  cooperation  of  our  global  partners  and 
the  experience  of  our  asset  management  team  leads  to 
improved  long-term  investment  performance.  It's  no 
wonder  then,  that  we  were  recently  awarded  the  pres- 
tigious Standard  &  Poor's  AAA  rating.  Maybe  that's  why 
we  insure  more  Fortune  500  companies  worldwide 

than  anyone  else.  Allianz.  The  Power  Beside  You. 


Allianz  Group.  Europe's  leading  global  insurer 
and  provider  of  financial  services. 


ON  THF.  DOCKET 


Merger  Mischief 

Don't  get  distracted  about  whether  merging 
companies  do  or  don't  use  pooling-of-interests 
accounting.  Keep  your  eye  out  for  other 
distortions  in  and  around  an  M&A  deal. 

BY  ELIZABETH  MACDONALD 

THE  ACCOUNTING  ISSUE  IN  THE  NEWS  FOR  SILICON 
Valley  is  the  battle  over  pooling  of  interests.  Acquisi- 
tive companies  like  Cisco  Systems  want  to  keep  using 
this  method,  in  which  they  simply  blend  their  rev- 
enue, profit  and  asset  ledgers  with  those  of  a  target. 
They  have  some  congressmen  on  their  side.  Opposing  them  is 
the  Financial  Accounting  Standards  Board,  which  wants  ac- 
quirers to  use  purchase  accounting. With  that,  you  create  a 
goodwill  asset,  equal  to  the  excess  of  the  purchase  price  over 
the  fair  value  of  net  assets  picked  up,  and  amortize  this  good- 
will over  20  years  against  earnings. 

Pay  no  mind  to  this  controversy.  It's  just  a  sideshow.  The 
real  issue  in  mergers  is  whether  one  or  both  participants  are 
engaging  in  other  kinds  of  smoke-blowing. 
For  all  the  wailing  and  gnashing  of  teeth 
at  the  FASB,  the  truth  is  that  this  is  a  de 
bate  without  much  substance.  Smart 
investors  simply  ignore  goodwill 
amortization  in  evaluating  how 
well    their    companies    are 
doing.  No,  the  real  issue  is 
elsewhere — in  other  kinds 
of  accounting  choices  sur- 
rounding poolings,  with 
big  effects  on  how  stocks 
are     evaluated.     Look 
closely  at  three  pending 
shareholder  lawsuits  over 
pooling  deals  that  took  place 
a  few  years  ago. 

Consider,  for  example,  3Com's  purchase  of 
modem  maker  U.S.  Robotics  for  $6.6  billion  in  stock  in  June 
1997.  In  early  May,  as  the  companies  awaited  shareholder  ap- 
proval for  the  merger,  they  reported  a  glowing  March  perfor- 
mance for  U.S.  but  withheld  reporting  its  poor  April 
and  May  results.  tock  rose  to  $47  a  share  from  $27. 

Surprise!  3Coi.  sed  up  in  an  August  SEC  filing, 

after  the  merger  wt  h,  that  April  and  May  were 

abysmal  months  for  L  .  Its  sales  shrank  by  98% 

from  the  first  quarter's  m  and  it  suffered  a  net  loss 

of  $161  million.  3Com's  stt  .1  declining,  but  not  be- 
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fore  insiders  unloaded  $200  million 
in  shares,  says  one  suit. 

Did  3Com  deliberately  withhold 

the  April  and  May  results  to  mislead 

investors?  3Com  says  that  because  it 

and  U.S.  Robotics  were  in  different 

fiscal  years,  it  was  legitimate  to  hole 

off  reporting  the  two  bad  months. 

The  company  intends  to  fight  the 

lawsuit. 

And  guess  what?  Accounting  rules  let  companies  do  just 

what  3Com  did.  When  two  merging  companies  have  different 

fiscal  years,  an  acquirer  can  use  for  the  acquired  company  any 

12-month  financial  reporting  period  ending  within  93  days  of 

the  acquirer's  year-end.  Before  the  merger  U.S.  Robotics'  fiscal 

year  ended  Sept.  30;  3Com's  ended  May  31.  So  the  suit  says 

that  3Com  cleverly  used  a  12-month  cutoff  for  U.S.  Robotics 

ending  Mar.  30,  just  shy  of  when  sales  chilled  off. 

Knowing  its  April  and  May  results  would  be  cloaked, 
U.S.  Robotics  stuffed  its  distribution  channel  with  an  ex- 
cessive amount  of  modems  and  delayed  recording  expenses 
on  them  until  April  and  May,  the  suit  says.  In  the  August 
filing  3Com  said  U.S.  Robotics'  revenues  for  this  period 
were  down  because  of  the  desire  to  re- 
duce levels  of  channel  inventory. 
In  March  1998  3Com  said,  in 
connection  with  an  SEC  in- 
vestigation, that  it  was 
restating  the  compa- 
nies' fiscal  1997  results 
to  include  the  $161 
million  loss. 

Another       share- 
holder suit,  against  As- 
cend Communications: 
alleges  that  Ascend  misled 
investors  for  months  in  1997 
by  touting  its  revenues  as  ro- 
bust in  order  to  maintain  an  artifi- 
cially high  price  for  its  stock  so  it  could 
complete  a  $3.7  billion  stock  acquisition  of  Cas- 
cade Communications  with  fewer  shares.  After  the  merger 
(and  $40  million  worth  of  insider  stock  sales),  Ascend,  now  a 
part  of  Lucent,  said  its  revenues  were  actually  much  lower  than 
previously  stated,  the  suit  says.  No  comment,  says  Lucent. 

Shareholders  have  also  sued  Madge  Networks,  a  maker  oi 
computer  products,  claiming  misleading  accounts  in  connec- 
tion with  a  deal  to  buy  Lannet  and  Teleos.  No  merit  to  the 
suit,  which  was  dismissed  but  later  refiled,  says  the  company. 
But  these  cases  are  enough  to  make  you  nervous  about  any 
pooling  deal — if  there  is  intense  pressure  on  the  accountants 
to  make  the  deal  fly.  F 


e  help  e-businesses  ship,  manage  inventory  andstreamline  distribution. 


Letting  them  focus  on  more  i 


t  things,  like  dress  codes, 


larting  a  successful  e-business  takes  a  great  idea.  Running  one,  however,  takes  order  processing, 
iventory  procurement,  warehousing  and  timely  fulfillment.  Enter  UPS.  We'll  help  you  cope  with 
iccess  by  getting  your  product  to  customers  when  they  need  it.  So  you  can  stop  worrying  about 
■sing  your  shirt.  Assuming  you  were  even  wearing  one.  Call  1-800-PIIK-UPS  or  visit  ups.com 

MOVING  at  the  SPEED  of  BUSINESS! 


Too  Much  to  Lose 

Baseball's  owners  are  crying  that  their  sport  is  in  trouble  unless  the 
players  accept  a  salary  cap.  But  don't  worry  about  another  lockout. 
The  bosses  are  far  too  leveraged  to  play  hardball. 


BY  MICHAEL  K.  OZANIAN 

Research:  Kurt  Badenhausen,  Adam  Kemezis,  William  A.  Sicheri 


BASEBALL  IS  JUST  NOW  RECOV- 
ering  from  the  strike  that  can- 
celed the  1994  World  Series 
and  part  of  the  1995  campaign. 
Yet  in  recent  months  there's 
been  a  buzz  in  the  media  about  how  the 
same  thing  could  happen  next  season. 

Why?  Along  with  baseball  Commis- 
sioner Alan  (Bud)  Selig,  many  owners 
believe  the  large  revenue  disparity  be- 
tween some  teams  threatens  the  sport's 
competitive  balance  (FORBES,  May  31, 
1999).  Their  solution?  Have  richer 
teams  like  the  New  York  Yankees,  At- 
lanta Braves  and  Cleveland  Indians  give 
a  lot  more  of  their  revenues  to  poorer 
teams  like  the  Montreal  Expos,  Min- 
nesota Twins  and  Oakland  A's.  Propo- 
nents of  more  generous  revenue  shar- 
ing say  their  system  would  be  good  for 
baseball  because  it  would  allow  poorer 
teams  to  sign  more  star  players. 

But  don't  look  for  the  big  boys  to 
open  their  wallets  just  yet.  As  it  is,  Yan- 
kee boss  George  Steinbrenner  already 
forks  over  $20  million  a  year  to  his 
poorer  rivals,  more  than  any  other 
team  pays.  Steinbrenner  has  said  there's 
no  way  he'll  pay  out  more  unless  the 
players  agree  to  a  salary  cap. 

The  <  urrent  collective  bargaining 
agreement  between  the  owners  and 


players  is  set  to  expire 
after    this    season    (the 
players  have  the  option  of 
extending  the  agreement  through 
2001 ).  Owners  pushing  hardest  for 
the  cap  include  the  Colorado  Rock- 
ies' Jerry  McMorris  and  John  Moores 
of  the  San  Diego  Padres.  They're  also 
the  ones  most  likely  to  support  locking 
out  the  players  until  they  agree  to 
a  cap.  Recall  that  in  1998  Na- 
tional Basketball  Association 
owners  did  just  that  until  the 
basketball  players  caved. 

But  baseball's  owners  have 
one  problem  that  their  basket- 
ball counterparts  didn't  have: 
mountain  of  debt. 

A  year  ago  baseball's  30  teams 
had,  on  average,  32  cents  of  debt 
stacked  against  each  dollar  of  en- 
terprise value,  defined  as  the  value 
of  the  team  without  deduction  for 
debt  other  than  stadium  debt.  That 
figure  now  stands  at  43  cents  per  en- 
terprise dollar.  The  average  debt-to-en- 
terprise value  for  an  NBA  team  is  39%. 

Several  teams,  the  Yankees,  Detroit 
Tigers,  Arizona  Diamondbacks,  San 
Francisco  Giants,  Minnesota  Twins, 
San  Diego  Padres  and  Tampa  Bay 
Devil   Rays  among  them,  have 
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WITH   OUR   HELP, 

THE   MARS   LANDER  MIGHT  HAVE  ACTUA 

LANDED   ON    MARS. 

Make  your  next  project  a  success  by  using  HelloBrain.com.  It's  the  digital  marketplace  where  you  can  source 
solutions  to  virtually  any  problem.  Just  post  your  project  and  let  the  best  minds  from  around  the  world  find  you. 
From  HTML  code  to  hardware  design,  diamond  making  to  DSP  algorithms,  they  can  deliver  the  solution  you 
need  to  get  to  market  fast.  Which  could  make  the  difference  between  flying  like  a  rocket  and  falling  like  a  rock. 


HelloBrain.com" 

The  World's  Intellectual  Capital  Exchange.5" 


©  2000  HelloBrain.com.  All  rights  reserve! 


invest  globally  with  a 
company  that  knows 
their  jt  from  their  ¥. 


Morgan  Stanley  Dean  Witter  Global  Funds 


Competitive  Edge  Fund 
"Best  Ideas"  Portfolio 

Global  Dividend 
Growth  Securities 


Global  Utilities  Fund 


Fund  of  Funds  - 
International  Portfolio 


International  Fund 


International  SmallCap  Fund 


Latin  American  Growth  Fund 


Global  Funds.  A  world  of  opportunity  for  my  portfolio. 

When  I  decided  to  diversify  my  portfolio  and  invest  globally,  I  turned  to  Morgan 
Stanley  Dean  Witter  iFunds.  You  see,  these  funds  benefit  from  research  created  by 
analysts  and  strategists  that  don't  just  study  these  markets;  they  live  in  them. 
Translation?  Better  understanding  of  foreign  businesses.  And  a  better  portfolio  for 
me.  I  realize  foreign  securities  and  markets  pose  different  and  possibly  greater  risks 
than  those  customarily  associated  with  domestic  securities,  including  currency 
fluctuations  and  political  instability.  But  if  I'm  going  to  diversify,  I  want  to  do  it 
with  a  global  leader  that  knows  their  Chinese  yuan  from  their  Japanese  yen. 


Morgan  Stanl 
Dean  Witter 


Morgan  Stanley  Dean  Witte 

Success.  One  investor  at  a  time. 

To  find  out  how  we  can  tailor  an  iFunds  portfo 

for  you,  call  toll-free  1-877-937-MSD 

msdw.com/individual/fur 


',  Ask  for  our  free  brochures  and  prospectuses, 
I  which  contain  more  complete  information  on 
j  risks,  charges  and  expenses.  Read  the 
i  prospectuses  carefully  before  you  invest  or 
■  send  money. 

'  There  is  no  assurance  that  the  Funds  will 
achieve  their  investment  objectives.    The 

1  Funds'  share  prices  will  fluctuate  with 
changes   in   the   market   value   of   their 

|  portfolios'  securities.  When  you  sell  Fund 
shares,  they  may  be  worth  more  or  less  than 
what  you  paid  for  them.  Accordingly,  you 
can  lose  money  investing  in  these  Funds. 

Because  exchange  rates  fluctuate  constantly 
response  to  changes  in  each  currency's 
<  supply  and  demand,  exchanging  from  one 
currency  to  another  can  increase  or  decrease 
;  the  dollar  value  of  an  investment  even  if  a 
particular      security's      price      remains 
I  unchanged.  Changing  political  and  regulatory 
I  environments  and  overall  economic  factors 
1  often  magnify  risks  in  emerging  market 
:  countries.    These    countries    often    have 
|  relatively  unstable  political  environments  and 
;  less  established  markets  and  economies,  as 
well  as  fewer  and  less  stringent  government 
regulations.  As  with  all  equity  and  fixed- 
income  investments,  if  you  choose  to  sell 
your  shares  the  value  of  your  investment  may 
.   be  more  or  less  than  the  original  purchase 
price.  In  addition,  the  securities  of  lesser- 
known  companies  may  be  considered  less 
liquid  in  that  there  is  less  of  an  established 
j  market  for  their  purchase  and  sale. 

International  SmallCap  Fund:  Emphasis  on 
one  industry  involves  greater  risk  than  is 
usually  associated  with  a  less  concentrated 
portfolio.  Investments  in  small-  and  mid- 
sized companies  involve  greater  risk  than  is 
typically  associated  with  larger  companies. 

Morgan  Stanley  Dean  Witter  is  a  service  mark 
of  Morgan  Stanley  Dean  Witter  &  Co.  Services 
»e  offered  through  Dean  Witter  Reynolds  Inc. 
and  Morgan  Stanley  Dean  Witter  Online  Inc. 
Members  SIPC.  i  is  a  service  mark  of  Morgan 
Stanley  Dean  Witter  &  Co. 

©2000  Morgan  Stanley  Dean  Witter 
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Team  Valuations  «  Baseball 


Almost  half  of  Diamondback 
Bandy  Johnson's  five-year. 
$65  million  pact  is  deferred. 


more  debt  on  their  balance  sheets  than 
annual  revenue. 

Owners  know  that  in  the  long  term 
the  best  way  to  maximize  the  value  of  a 
new  ballpark  or  TV  deal  is  to  have  a 
good  team.  But  some  teams  don't  have 
the  cash  on  hand  to  ink  the  talent  that 
they  need.  So  they  sign  players  to  con- 
tracts that  defer  payment  of  a  big 
chunk  of  the  player's  salary.  Says  one 
sports  banker,  "Deferred  salaries  have 
become  a  bigger  percentage  of  player 
costs.  It's  a  problem  that's  become 
more  pervasive  as  salaries  for  star  play- 
ers have  skyrocketed." 

This  winter  the  Cincinnati  Reds 
signed  Ken  Griffey  Jr.,  30,  perhaps  the 
best  centerfielder  in  baseball,  to  a  guar- 
anteed $1 16.5  million,  nine-year  deal. 
The  Reds,  who  currently  play  in  an  an- 
tiquated ballpark  that  provides  them 


with  paltry 

revenue, 

will  likely  move  into  a 

new  stadium  by  the  2003 

season. 

Having  Griffey  when 
they  move  into  the  new 
ballpark  will  make  it  a  lot 
easier  for  the  Reds  to  sell 
tickets  and  lease  high-priced 
luxury  suites.  By  then 
they'll  need  the  money: 
Griffey  agreed  to  defer  $57.5  million  of 
his  deal  at  4%  interest  between  2010 
and  2025. 

The  Arizona  Diamondbacks  had  to 
pay  $130  million  to  join  the  league  in 
1998.  Plus  the  Diamondbacks  only  re- 
ceive half  ($4.7  million  last  year)  of  the 
national  TV  revenue  that  the  other  teams 
get  until  2003.  On  top  of  that,  owner 


1 


The  $200  Million  Man 

I  he  2000  off-season  will  offer  the  greatest  class  of  free 
agents  in  history.  Perennial  All-Stars  Chipper  Jones  of 
the  Atlanta  Braves,  Juan  Gonzalez  of  the  Detroit  Tigers 
and  Cleveland  Indian  Manny  Ramirez  all  have  contracts 
that  expire  at  the  end  of  the  year.  Each  of  these  players 
figures  to  re-sign  for  a  yearly  salary  north  of  $13  million. 
But  the  real  prize  in  this  class:  the  Seattle  Mariners'  24- 
year-old  shortstop,  Alex  Rodriguez. 
His  agent,  Scott  Boras,  never  known  for  modest  statements 
about  his  clients,  says  "A-Rod"  has  "icon  value"  and  is  the  best 
shortstop  in  Major  League  history.  Signing  A-Rod  to  a  long-term 
deal  could  increase  the  value  of  a  franchise  $200  million,  claims 
Boras.  It's  a  good  thing  because  he  might  cost  that  much.  Ro- 
driguez is  likely  to  get  an  eight-  to  ten-year  deal  for  $160  to  $200 
million.  The  New  York  Mets,  Atlanta  Braves  and  Los  Angeles 
Dodgers  are  the  leading  contenders  right  now. 

Boras  wouldn't  reveal  his  client's  future  plans,  but  as  the  agent 
for  several  Dodgers  players  (including  the  current  highest-paid  player  in 
the  game,  Kevin  Brown,  at  $15  million  a  year)  and  as  a  Dodgers  season-ticket  holder, 
Boras  knows  that  team  well.  He  tells  FORBES  the  Dodgers  will  be  looking  for  a  new 
shortstop  this  off-season  With  tongue  firmly  planted  in  cheek,  he  says:  "There  might 
be  a  guy  in  Seattle  that  they  look  into."  —Kurt  Badenhausen 
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Jerry  Colangelo  has  to  pay  out  $20  mil- 
lion a  year  to  operate  Bank  One  Ballpark 
and  pay  the  debt.  The  team  had  a  net  loss 
of  more  than  $10  million  last  year. 

Yet  Colangelo  knew  he  had  to  build 
a  winning  team  quickly  in  order  to  get 
fans  interested  in  his  new  team.  So  he 
spent  $119  million  last  season  to  pick 
up  six  free  agents,  including  such  top 
players  as  Randy  Johnson,  the  game's 
best  southpaw,  and  gritty  right-hander 
Todd  Stottlemyre. 

It's  certainly  helped  on  the  field.  In 
only  their  second  season,  the  Diamond- 
backs made  the  playoffs  last  year — the 
fastest  any  expansion  team  has  quali- 


»• 


fied.  And  they're  in  first  place  this  year 
in  their  division.  But  the  Diamond- 
backs now  have  an  estimated  $50  mil- 
lion in  deferred  salaries  that  they  must 
pay  over  the  next  six  years — whether  or 
not  there's  a  lockout. 

Player  agents  have  also  been  quite 
aware  that  the  owners  might  lock  the 
players  out  if  they  did  not  agree  to  a 
salary  cap.  So  some  of  the  agents  have 
been  structuring  long-term  deals  for 
their  clients  that  will  pay  the  players 
signing  bonuses  next  year  even  if  no 
baseball  is  being  played. 

For  example,  in  1998  the  New  York 
Mets  gave  baseball's  best  slugging 

Home  Field  Advantage 


catcher,  Mike  Piazza,  a  seven-year  $< 
million  contract.  Regardless  of  wheth 
any  baseball  is  being  played,  the  Mf 
must  pay  Piazza  a  $3.5  million  signii 
bonus  in  2002.  Says  Daniel  Lozano,  P 
azza's  agent,  "I  deliberately  delay* 
payment  of  the  bonus  because  of  tl 
possibility  of  a  work  stoppage." 

True,  baseball  has  a  rule  that  B 
quires  teams  to  put  cash  aside  to  cov 
deferred  contracts.  But  guess  wha 
Few  teams  have  been  doing  it,  and  tl 
league  hasn't  been  enforcing  the  rul 
Commissioner  Selig  says  he  will  no 
do  so.  Which  means  most  teams  w 
have  to  borrow  the  money,  merely  ir 


These  new  ballparks,  with  their  old-time  charm  and  modern  amenities,  could  be  financial  home  runs— absent  a  strike  or  lockout. 
Pacific  Bell  Park  (San  Francisco  Giants),  Enron  Field  (Houston  Astros)  and  Comerica  Park  (Detroit  Tigers)  opened  this  season. 
Safeco  Field  opened  last  July.  Below  we  show  the  estimated  revenue  increase  the  new  stadium  will  provide  each  team. 
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I    ien  Visteon  wanted  to  help 
vers  stay  connected  to  their 
rid  by  bringing  e-mail,  the 
ernet,  navigation,  stock  quotes 
d  information  from  a  Personal 
ta  Assistant  into  their  vehicle, 
teamed  with  industry  leaders  — 
crosoft*  Intel''  and  Palm,  Inc.'' 
e  result?  Award-winning 
:hnology  that  gives  you  access 
the  information  you  use  every 
y,  delivered  right  to  your  car 


the  moment  you  need  it.  It's  a 
Superintegrated"  system  that 
works  together  and  can  be 
controlled  hands-free  by  Visteon 
Voice  Technology™  —  the  most 
advanced  voice  technology  in 
the  world.  To  learn  more  about 
our  innovative  ideas  and  how 
we  collaborate  for  success, 
call  1  800  VISTEON  or  visit 
visteon.com.  The  possibilities 
will  amaze  you. 


Visteon's  ICES 

(information, 

communication, 

entertainment, 

security)  system 

received  Popular  Mechanics  Editor's  Choice  Award 

and  was  chosen  one  of  50  Hot  Technologies  by 

Smart  Computing  (January  2000). 

Microsoft  Intel  and  Palm  are  Irademarlr;  or  rrgi-.terrd  tradrmarr;  uj 
their  nnpectjve  compamei  •*  yjbvdiorm. 


Visteon 


'»i%%»* 


See  the  possibilities' 
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creasing  their  overall  debt  levels. 
FORBES  estimates  show  that  last  season 
13  of  the  30  teams  lost  money  before 
interest,  taxes  and  depreciation.  As 
Marc  Gains,  a  valuation  expert  with 
Sportscorp  puts  it.  "many  teams  have 
negative  working  capital  right  now." 

Teams  have  also  been  borrowing 
monev  to  finance  new  stadiums.  The 
San  Francisco  Giants,  who  financed  Pa- 
cific Bell  Park  without  the  help  of  tax- 
pavers,  have  a  $170  million  [OU  with 


Chase  Securities.  The  Detroit  Tigers 
also  largely  financed  their  new  stadium, 
Comerica  Park,  without  public  money. 
To  finance  the  ballpark,  team  owner 
Michael  Hitch  borrowed  $140  million 
from  Sumitomo  Bank. 

For  these  teams,  a  lockout  would  cut 
off  badly  needed  new  revenue  sources 
like  luxury  suites  and  higher  ticket 
prices.  "New  ballparks  are  going  to  pay 
big  dividends  for  most  teams,"  says  John 
Mansell,  who  covers  sports  for  the  re- 


search firm  Paul  Kagan  Associates.  "BJ 
a  work  stoppage  would  be  disastrous.) 

There  are  other  financial  presst 
against  a  lockout.  In  many  instanc 
banks  have  loan  covenants  whereby  1 
teams  have  to  repay  their  loans  imr 
diately  if  there's  a  strike  or  a  lockout. 

So  don't  worry  about  not  havir 
baseball  next  season.  The  owners  ha 
too  much  to  lose.  Our  bet  on  what  I 
happen?  More  revenue  sharing  but 
salary  cap.  Sorry,  George. 


Chicago  Cabs 


San  Francisco  Giants 


St  Louis  Cardinals 


Detroit  Tigers 


22         Tampa  Bay  Devil  Rays 


What's  Vniir  Team  Worth? 

The  most  valuable  baseball  teams 

are  those  with  lucrative  cable  deals  (Yankees)  or  new  ballparks  (Braves,  Indians  and  Orioles)] 

VALUE 

Rank        Team 

current               1  year               Debt/ 
($mi)              change             value1 

Revenues       Op  income1 

MILLIONS 

Principal  owner  (s) 

X 

New  York  Yankees 

$541 

US                 47S 

$195.6 

$17.5 

George  Steinbrenner 

r *  — 

2          Atlanta  Braves 

388 

9                     9                 155.2 

18.3 

Time  Warner4 

3            Cleveland  induns 

364                 JP 

37 

151.7 

16.5 

Lawrence  Dolan 

4           Baltimore  Orioles 

347                  -1                   43                 138.8 

-0.7 

Peter  Angelos 

5 

Los  Angeles  Dodgers 

325 

20 

11 

120.3 

-211 

News  Corp 

6 

New  York  Mets 

314 

26 

19 

125.6 

-12 

Nelson  Doubleday.  Fred  Wilpon 

7 

Colorado  Rockies 

305 

-2 

14 

122.2 

7.9 

Jerry  McMorris 

8 

Texas  Rangers 

284 

5 

68 

117.5 

-9.5 

Thomas  0  Hicks 

1    • 

Seattle  Mariners 

290 

23 

59 

111.6 

55 

Hiroshi  Yamauchi 

10 

Boston  Red  Sex 

284 

11 

13 

12; 

2.4 

Jean  R  Yawkey  Trust 

11 

Houston  Astros 

280 

17 

57 

93.3 

-5.5 

Drayton  McLane  Jr 

12 

Arizona  Diamondbacks 

268 

-8 

50 

111.5 

12.9 

Jerry  Colangelo 

242 


15 


105.4 


-1.6 


Tribune  Co 


237 


12 


219 

200 


7 

32 


76 


71.9 


-9.0 


Peter  A  Magowan 


87 


104.5 
71.5 


5.4 

1  1 


JJ 


WHIiam  0  DeWitt  Jr 
Michael  Hitch 


17 



San  Diege  Padres 

197 

-4 

94 

78.9 

-8.8           John  Moores 

18 

Anaheim  Angels 

195 

0 

10 

90-7 

-2.5           Walt  Oisney  Co 

IS 

CJncHNuri  Reds 

ITS 

37 

59.4 

-5.1       |   Carl  Lindner 

28 

Milwaukee  Brewers 

167 

8 

84 

60  8 

-14  4           Wendy  Selig-Pneb 

21 

1   Chicago  White  Sw 

IM 

-7 

22 

73.8 

11.7           Jerry  Reinsdorf 

163 


-28 


61 


77.5 


-6.5 


Vincent  Naimoli 


a 

Toronto  Blue  Jays 

162 

0 

22 

73.7 

-2.8 

Interbrew 

24 

Pittsbmtb  Pirates 

161 

11 

56 

57.6 

0.2 

Kevin  McClatchy 

» 

Mb 

150 

3 

24 

68.1 

3.0 

M  fifes 

26 

Oakland 

134 

7 

45 

609 

3  9 

Steve  Schorr.  Ken  Hofmann 

125 


-19 


Kansas  City  i 


14 


122 


27 


30 


Montreal  Expos 


UACKAVEIA&ES 


91 


59.3 
47.7 


89 
Mini 


75 


47.1 


U 


2.2 


John  W  Henry 


b  PthW 


1.9 


Jeffrey  Loria 


team,  without  deduction  tor  debt  (other  than  stadium  debt)    -Includes  stadium  debt    'Earnings  before  interest,  taxes  | 
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It'-  about  the  heart  of  the  matter:  your  lil«-.  In  Management,  which  ii  really  life  management.    \n<l 

th>-  unique  experience  known  as  |»rivale  banking  now  you  ean  have  the  power  of  J.K  Moiyan.  Online. 
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J.  R  Morgan  works  for  me. 

P  Morgan  1  Co  Weorporaiaa  and  n»  «ub««*anai  ncnaiwat  Morgan  Guaranty  Trim  Cornpar , 
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THE  FACT  THAT  IT'LL  LOOK  GOOD  ON  YOUR  DES 
IS  TOTALLY  AND  COMPLETELY  IRRELEVANT. 


tf  measures  microprocessor  internal  clock  speed;  many  factors  allecl  application  pi 

ible  capacity  may  be  less   Estimated  reseller  price  to  end  users  model  6643-13U  Ar  <  .  ■ 
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the  new  NetVista  x40  desktop 

Try  a  t  people  don  t  listen  Once  they  see  the  Ne 

like  "I  want  one 

simpler  way  to  get  ort',  any  netwc"  'he  short 

purposes 

ethernet.  and  options  like  ADSL  modems  Now  that  s  beautiful  call  800'  ibm.com 
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Home  Stretch 

After  a  seven-year  ownership  struggle 
David  Glass  and  Kansas  City  finally  play  ball. 


BY  BRANDON  COPPLE 

IT  WAS  AN  IDYLLIC  SUN  PAY  AFTER 
noon  at  the  ballpark  when  David 
Glass  was  introduced  to  Kansas 
City's  Kauffman  Madium  as  the 
new  owner  or  the  hometown  Roy- 
als. "I  can't  think  of  any  place  I'd  rather 
be  than  right  here  today,"  he  toki  the 
crowd  of  23,000.  V 

That  d.i\  in  the  glorious  V 
everything  seemed  right  with  Roya^ 
baseball.  Commissioner  Allan  iBud^ 
Sehg  spoke,  promising  more  parity  for 
small-market  teams.  Hall-of-famer 
George  Brett  praised  Glass'  commit- 
ment to  making  the  Royals  winners 
again.  After  Glass'  remarks,  fireworks; 
then  the  Royals  spanked  the  Chicago 
White  Sox,  12-8. 

Glass  and  Kansas  Citv  finally  had 
something  to  cheer.  The  chairman  and 
recendy  retired  chief  executive  of  Wal- 
Mart.  Glass  had  shelled  out  $96  million 
for  the  Royals,  who  haven't  been  to  the 
postseason  since  winning  the  World  Se- 
ries in  1985  and  had  finished  last  in 
their  division  two  oi  the  past  four  wars. 

lust  a  few  years  ago  it  would  Ye  been 
hard  to  imagine  Glass  getting  such  a 
warm  reception  at  a  Royals  game  \s 
the  team's  chairman.  Glass  had  guided 
the  Royals  through  years  oi  losses,  but 
also  through  the  1^4  players'  strike,  a 
spat  with  hometown  hero  Brett  and  a 
seven-year  struggle  that  divided  the  citv 
and  nearly  ended  Glass'  ownership 
quest.  Any  small-town  resistance  he  en- 
countered during  decades  of  Wal-Mart 
expansion  paled  nerl  to  the  Kansas  City 
odyssey. 

The  story  begins  with  I  .loath  oi 
beloved  Royals  ovi  Kauff- 

man.  founder  oi  Mai 
from  bone  cancer  in  I  76\ 

The  Royals  had  won  thei  \ 

times  between  l^e.  and  Is 
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in  two  World  Series.  Locals  credited 
Kauffman  for  the  team's  success;  he 
often  wrote  checks  to  boost  the  team's 
payroll.  ) 

Kauffman's   dying 
wish:  Keep  the  team 
in  Kansas  City.  He 
charged       Michael 
Herman,    Marion's 
financial  chief,  with 
ssion 
plan  that  ensured  the 
team  stayed  put  and 
that  all  proceeds  from  V^ 

its  sale  went  to  charity.  ^* 

Bv  then  Kauffman  had  cho- 
sen a  successor:  David  Glass  of 
Wal-Mart.  \  friend  of  Kauffman's 
for  more  than  30  vears,  and  a  native 
of    Mountain    View,    Mo.,    Gl 
joined  Wal  Mart  in  1976,  then  be- 
came chief  executive  in  l^SS,  presid- 
ing over  a  dozen  vears  of  21%  average 
annual  sales  growth.  I  ike  Kauffman, 
Glass  loved  baseball     perhaps  more 
than  he  loved  business.  "I'd  walk 
into  his  otYwc  at  si\  m  the  morning 
and  he'd  be  reading  the  sports  page, 
ever)  box  score  of  even  gam< 
Drayton  Met  "lane,  owner  oi  the 
Houston  Astros  and  a  former  Wal 
Marl  executive. 

For  Kautfman,  Glass  had  it  all: 
local  ties,  management  skills,  the 
baseball  bug  mu\  enough  wealth, 
in  Wal  Man  shares,  to  buy  the 
team  without  debt  or  outside 
investors.   But   kautfman 
also  s.iu  trouble  ahead  toi 


any  owner  in  Kansas  City,  with  ba1 
ball's  labor  pact  up  for  renegotiation  i 
1994.  He  advised  Glass  not  to  buy  t- 
team  until  he  was  sure  a  new  contr 
would  contain  revenue-sharing  1- 
small  markets. 

The  same  month  Kauffman  di 
Glass  took  control  of  the  team  as  cha 
man  of  a  community  trust  created 
Herman's  succession  plan.  In  essence 
donated  the  Royals,  in  trust,  to  Kan 
City,  to  be  managed  by  a  board  that  h 
six  years  to  find  a  local  buyer. 


Last  man  standi 
Finally,  David  Gl; 
gets  his  team— s  I 
his  day  in  the  si 


n 


"I'd  walk  into  his  office  at  six  in  the 
morning  and  he'd  be  reading  the  sport 
_pagejvery  box  score  of  every  garnet 
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The  wisdom  and  personal  sacrifice  of  the 
Founding  Fathers  gave  birth  to  the  America 
we  enjoy  today.  As  we  practice  their  principles, 
coupled  with  the  courage  of  our  convictions — 
their  honor  becomes  Our  Sacred  Honor. 

At  Regent  University  our  dedication  to  freedom 
and  our  Judeo-Christian  heritage  is  thriving. 
Integrating  faith  with  innovative  teaching,  our 
students  learn  the  priceless  tenets  of  Christian 
tradition.  Studying  via  our  Worldwide  Internet 
Campus,  at  our  Northern  Virginia/D.C. 
Graduate  Center,  or  at  the  main  campus  in 
Virginia  Beach,  our  students  are  learning  the 
concepts  and  values  that  will  preserve  and 
perpetuate  the  American  experience. 

We  are  preparing  leaders  for  the  challenges 
of  the  millennium  in  the  fields  of  Education, 
Government,  Organizational  Leadership,  Law, 
Business,  Psychology,  Communication,  and  Divinity. 

We  invite  you  to  learn  more  about  Regent 
University.  We  also  encourage  you  to  inquire 
about  our  National  leadership 
Summit  on  October  12-13,  2000, 
in  Virginia  Beach,  The  Rattle  for 
the  Soul  of  America.  Together,  we 
can  discover  and  celebrate  how 
Christian  leadership  Can  Change 
Our  World 

President  Paul  Cerjan 

Regent 
University. 

H»  fe^rt  Lrawrsty  Drue,  V%gna  B<srh,  VA  VMAMH 

1-800-335-4409  •  www.regent.edu/forbes 
E-mail:  sacredhonor^regenLedu 
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uavin  mass 


It  seemed  perfect — until  the  1994 
season.  Glass  was  the  name  and  the  face 
of  Royals  management  during  the 
strike  that  resulted  in  a  truncated  sea- 
son and  the  first  ever  cancellation  of  the 
World  Series.  Fans  took  it  hard.  Then  in 
early  1995  Glass — a  genial  guy  in  pri- 
vate, but  somewhat  dour  in  public — 
delivered  more  bad  news:  The  team 
might  have  to  start  the  season  with  re- 
placement players.  When  the  strike  fi- 
nally ended  in  spring  1995  after  owners 
caved  to  players'  demands,  Glass  was 
distraught:  Small-market  teams  like  the 
Royals  would  be  left  behind  as  players' 
salaries  began  to  spin  out  of  control. 

By  summer,  though,  the  Royals 
were  near  the  top  of  the  division  stand- 
ings. The  IRS  had  approved  the  plan  as  a 
charitable  donation,  stipulating  that  the 
board  hold  an  arm's-length  auction  to 
get  the  highest  price  for  charity. 
Owners  cleared  the  plan.  Glass 
reaffirmed  his  interest. 

Then  word  got  out  of 
another  potential  bidder: 
George  Brett.  Rumors  of 
Brett's  interest  sent  Royals  fans  into 
a  frenzy.  After  playing  his  entire  20- 
year  career  in  Kansas  City,  Brett  re- 
tired in  1993  with  most  of  the 
club's  career  batting  records — and 
a  status  close  to  sainthood.  One 
of  the  game's  great  pure  hitters, 
Brett  was  also  the  kind  of 
player  who  went  crashing  into 
dugouts  after  foul  balls  and 
delivered  countless  post 
season  heroics  like  the 
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raise  money  to  buy  the  team.  But  Brett 
was  early;  the  board  wasn't  ready  for  an 
auction.  The  team  had  yet  to  hire  an  in- 
vestment banker.  In  an  arm's-length 
auction,  the  board  couldn't  negotiate 
with  the  Bretts  until  it  opened  bidding. 
Brett  complained  that  his  group 
wasn't  getting  fair  access  to  the  Royals' 
books,  and  fans  instandy  rallied  behind 
their  hero.  Local  talk  radio  and  Kansas 
City  Star  sports  columnists  demanded 
to  know  why  George  Brett  was  being 
kept  out.  Conspiracy  theories  flour- 
ished, including  one  that  had  the  board 
driving  away  bidders  to  ensure  that 
Glass  could  buy  the  team  cheap.  Even 
after  both  Brett  and  Glass,  who  are  not 

Royal  Mess 

Kauffman  Stadium  was  built  in  1969, 
long  before  the  era  of  luxury  boxes 
and  theme  restaurants— and  be- 
fore Carlos  Beltran,  1999  AL 
Rookie  of  the  Year— was  born. 

$25  million  Royals  2000 
payroll,  27th  in  baseball. 

$91  million  Yankees  payroll, 
tops  in  major  leagues 

$1.5  million  Luxury-box 
revenues  at  Kauffman  Stadium 

l\     $13  million  Luxury-box 
revenues  at  Cleveland's 
V         Jacobs  Field 

1 


Brett  complained  his  group  wasn't 
getting  fair  access,  and  Royals  fans 
instantly  rallied  behind  their  hero. 


1980  home  run  inl    the  upper  deck  at 
Yankee  Stadium  th;  lie  Royals  to 

their  first  World  Serie 

Upon  retiring,  Bre  <  .cd  into 

the  Royals  front  office  as  i,  layer 

development.  He  still  held 
late  1995,  when  he  admitted 
that  he  and  his  brothers  were  tr)    it»  u 


close,  vowed  no  hard  feelings,  the  accu- 
sation of  unfair  dealing  continued.  In 
September  1997  Glass  withdrew  from 
the  bidding.  "I  decided  that  in  a  small 
market  we  couldn't  afford  divisions,  we 
had  to  be  united,"  he  says. 

When  the  auction  finally  opened  in 
late  1997  no  viable  buyer  emerged.  The 


Bretts  simply  disappeared  without  sub- 
mitting a  bid.  The  auction  dragged  on 
for  another  two  years.  Local  cynicism 
grew  into  the  second-most-populai 
pastime.  Only  one  bidder,  little-known 
New  York  lawyer  Miles  Prentice,  met 
the  minimum  price  of  $75  million.  The| 
board  approved  him,  but  baseball  own- 
ers rejected  Prentice  last  September, 
deeming  his  resources  too  thin  to  sup- 
port a  struggling  small-market  team. 

When  the  Royals  board  met  to  starl 
the  auction  again  in  November,  Glass 
decided  it  was  time  for  another  shot.  In 
Kansas  City  anger  over  the  Brett  fiasco 
had  turned  to  exasperation  with  the 
lack  of  resolution.  If  the  team  couldn'f 
find  an  owner  by  2001,  it  would  go  on 
the  national  auction  block  and  surely 
be  taken  from  Kansas  City. 

Glass  was  one  of  four  bidders,  but 
in  March  the  board  approved  his  $96 
million  bid,  deeming  him  the  most 
likely  not  to  move  the  team.  "David 
promised  the  continuity  of  family  own- 
ership; we  didn't  want  to  have  to  do  this 
again  soon,"  says  Herman.  The  owners 
approved  Glass  unanimously  in  April. 

A  few  weeks  later  Glass  sold  $100 
million  in  Wal-Mart  shares  to  pay  foi 
the  team.  He  installed  son  Dan  as  team 
president.  The  deal  was  done. 

Now  comes  the  hard  work.  Glass 
bought  a  team  whose  $63  million  in  rev- 
enues last  year  were  34%  below  the 
league  average.  The  scrappy  Royals  are 
loaded  with  young  talent,  but  it's  doubt- 
ful they  can  afford  to  hang  on  to  those 
players  as  they  become  free  agents. 

Glass'  goal  is  to  break  even  every 
year.  He  is  convinced  that  Selig  and  the 
other  owners  will  make  a  stand  for 
small-market  clubs  in  the  next  labor 
negotiation,  in  2001.  Until  then  he'll 
hold  the  annual  payroll  down  around 
$25  million — and  simply  hope  to  stay 
competitive.  For  now  that's  acceptable 
to  most  Kansas  Citians,  who  are  glad 
the  bickering  is  behind  them. 

The  city's  support  showed  on  that 
Sunday  in  May  when  Glass  threw  out 
the  first  pitch  to  his  son  Dan.  "He  had 
some  mustard  on  that  ball,"  says  the 
younger  Glass.  Yes,  indeed.  He'd  been 
waiting  seven  years  to  throw  it.  F 
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"Source  CommScan  EquiDesk  Financial  News  May  2000  Investment  Dealers  Q»gest.  December  1999  Euroweek  Borrowers  Po«.  January  2000  Euromoney  Borrowers  Poll.  September  1999  IFR  Review  of  the  Year.  December  19 
Euromoney  May  2000  Corporate  F.nance,  January  2000  Projeci  F.nance  international.  January  2000    f  .nancwl  Intelligence  Agency,  Winter  2000  Central  European.  November  1999  t  Trademark  Appkcaten  PenoVg 


Deutsche  Banc  Alex.  Brown 


No  one  puts  it  All  together 
like  Deutsche  Bank 


The  more  complex  business  gets,  the  more  valuable 
complete  solutions  become. 

At  Deutsche  Bank,  we  deliver  outstanding  performance 
right  across  the  board,  from  underwriting  to  trading  and 
advisory.  Plus  original  thinking  to  put  it  all  together  -  in  a 
world-class  investment  banking  platform  that  puts  our 
clients  on  top.  A  performance  that  drives  our  clients' 
competitive  advantage  -  and  our  leading  position  in 
industry  and  market  polls. 


Euromoney  Poll  of  Polls:  "A  new  pecking  order  emerges.. 
Deutsche  Bank  heads  up  the  rankings" 


Performance  is 


Overall  Ranking 

Trad 

ng 

Underwn 

ing 

Advising 

Deutsche  Bank 

1 

1 

2 

2 

Merrill  Lynch 

2 

3 

3 

1 

Morgan  Stanley  Dean  Witter 

3 

8 

1 

4 

Source  Euromoney.  January  2000 

Euromoney  Pun  of  Pots  a  a  synthesis  of  League  Tables  and  Euromoney  Polls  from  v 


Selected  recent  awards  and  poll/market  results:1 

■  No.1  Bookrunner  for  Aftermarket  Performance  of 
US  IPOs,  Q1  2000 

■  No .1  Bookrunner  for  Aftermarket  Performance  of 
European  IPOs,  May  2000 

■  Breakthrough  Technology  Deal  of  the  Year  - 
Foundry  Networks,  Inc. 

■  Most  Impressive  Investment  Bank  for  Overall 
Capital  Raising  in  1999 

■  World's  No.1  Investment  Bank  for  Raising  Capital 

■  Bond  House  of  the  Year 

■  No.1  FX  Bank  Overall 

■  Best  Bank  for  Securitization 

■  Advisor  of  the  Year  -  Asia  Pacific 

■  Best  Bank  in  Euroland 

■  Project  Finance  House  1999 

■  Credit  Derivatives  House  of  the  Year 

■  Interest  Rate  Derivatives  House  of  the  Year 

■  M&  A  Advisory  of  the  Decade 


leading  to  results™1 


Deutsche  Bank 
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Asia 


Fortune 

wane,  t 

tech  era  is  sweepin 

aside  the  regie 

sclerotic  old  orders 

in  places  as  unalike 

as  Japan  and  India. 


BY  BENJAMIN  FULFORD  AND  ANDREW  TANZER 

MASAHIRO  ORIGUCHI  OF  JAPAN'S  GOOD- 
will  Group  saw  his  $1.7  billion  paper 
fortune  shrivel  to  $455  million  during 
recent  equity  price  upheavals,  but  he  is 
still  the  same  paradoxical  sort:  The  38- 
year-old  drives  his  $260,000  Lamborghini  every  day 
to  the  cluttered  rat-warren  in  Tokyo's  Roppongi  en- 
tertainment district  where  he  plots  a  revolution  in  his 
country's  stodgy  labor  market.  "The  stock  market 
moves  have  changed  absolutely  nothing.  When  the 
stock  price  was  high  we  could  have  moved  to  a  fancy 
office  in  a  fancy  district,  but  we  felt  no  need  to,  and 
now  we  still  have  more  than  enough  money  to  com- 
plete our  plans,"  he  says. 

Origuchi's  specially  is  temporary  labor,  which 
has  a  vital  role  to  play  in  the  new  Japan  but  a  rather 
sorry  history.  Gangsters,  for  example,  long  bro- 
kered part-time  construction  labor  for  an  exorbi- 
tant fee.  Goodwill  Group  is  helping  to  end  such 
practices  with  a  260,000-person  database.  Its  infor- 
mation technology  and  heavy  marketing  are  now 
aggressively  transforming  the  backward  $40  billion 
elderly  care  market. 

Origuchi's  financial  comedown  and  undimin- 
ished resolve  are  typical  of  the  ambitious  and  usually 
young  men  who  are  transforming  Asian  countries  as 
diverse  as  Japan  and  India  in  ways  unimaginable 
even  a  year  ago.  Like  shoots  appearing  after  a  forest 
fire,  new  companies  are  blossoming  amid  what,  in 
some  large  Asian  economies,  is  a  fallen  old  order. 
Rules  are  broken  and  markets  gyrate  frantically  as 
new  leaders  emerge.  Some  of  the  recent  investor  eu- 
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"Ifcja  4o  not  have  to  be  tfce  son  of  a  rich  nan  to  be  an  entrepreneur.  *  he  says.  'Kids  are  willing  to  take  risks  because  they  see  rewards 
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ago,  more  than  5J0OO  nimble  high-tech 

top  talent  from  the  him 

Tnetapestr 
but  with  a  common  tr-  re  id-  Inste. 
banks  or  governments  a_ 
to  a  favored  tew.  private 
often  from  offshore — are  p 
sources  into  the  hands  of  tale, 
obscure  entrepreneurs  through 


markets  and  venture  capital  funds.  The 
rewiring  upheaval  democratizes  capital, 
and  is  a  gatewav  bo  retbrm.  As  Stanford 
economist  Paul  Romer  puts  it:  "Growth 
-st  another  word  tor  dung 

Murthv,  53.  founder 

..Tairma:-  j       .-.India-based 

-   technologies,  recalls  vividly 

what  k  was  Kke  bo  do  business  in  1961, 

ie  set  up  his  software  firm. 

"The  vek  .  ..  -     it-making 

•marilv  slow," 
:4  months  and  15 
-    trips  to  Delhi  bo  get  a  license  to  mi- 
ll i 
Today  the  soft-spoken  Murthv  still 
s  his  professorial  frame  into  the 
coach  cabin  for  his  airline  travels.  Put 
i  nich  exports  so:- 
DBS  such  as  Nordstrom  and  Pell 
-    .come  a  leader  m  Ir. 
g  n  industry  I 

-.isdaq-listevi  1  -ore  than 

doubled  to  $61  million  on  Saks      --    • 
million.  Todav  Murtb    s       .    •  billion 


aire  an  d  :  7    of  his  employees  are 
dollar  millionaires. 

There  are  lessons  in  his  success. 
Ave  to  be  the  son  of  a  rich 
to  be  an  entrepreneur."  Murthy 
plains.  "That's  a  kev  message  this  inc 
trv  has  sent.  Todav  kids  are  far 
willing  to  take  risks  because  they've  < 
high  rewards." 

The  rise  of  India's  globally  comp 

software  export  industry,  wr 
compounds  at  50%  or  more  each 
!  s  little  to  government.  From 
pendence  in  W  until  economic  lib 

..on  bvgan  in  the  early  1990s,! 

•  looking     Delhi     pursued 

•omicalh  destructive  mix  of ! 
ist  and  protectionist  policies.  An  opp 
sive  bureaucracy  and  bloated  public ! 
tor  suffocated  entrepreneurship 

Result:  lodav  India's  per  capita  < 
is  less  than  $500,  and  35%  of  the  ] 

i  of  I  billion  live  in  poverty.  Ha 
the  adult  population  are  illiterate, 
the  basics — roads,  ports,  power  gene 
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Millions  of  people  outside  the  U.S. 
now  shop  online. 

Want  to  do  business  with  them? 


/     i 


\   \   \   \ 


Eagle. 


Our  solutions  can  help 
you  gain  and  serve 
online  customers  all 
over  the  world. 

Millions  of  online  customers 
still  haven't  heard  from  you. 
The  good  news  is,  the 
United  States  Postal  Service 
has  global  products  that  will 
help  you  reach  them  for  less. 
International  Surface  Air  Lift' 
lets  you  send  direct  mail 
and  catalogs  to  e-customers 
worldwide -for  less  than 
regular  Airmail.'"  And  when  it 

— 7   comes  time  to  fulfill  the 
9    order,  we  offer  a  range  of 

— /  package  delivery  options 
such  as  Global  Package  Link, 
Express  Mail  International" 
nnd  Air  Parcel  Post!''  We  really 
do  promise  you  the  world.  And 
,  competitive  prices.  For  a 
free  Global  I  ons  Kit? 

call  1-800-Ti ;  12214, 
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I  UNITED  STATES 
POSTAL  SERVICE 

www.usps.com 


The  new  A8  L    \.\  '.f  more  room  and  rt  than  ever,  this  extraordinary 

*  *•<**'  :>e  its  in'  so  we  invite  you  to  ask  for  y< 


AUDI  AG    C2000  Audi  of  America 


sio  in  aluminum  of  a  brighter  future  for  the  performance  luxury  automobile. 
A8  video  brochure.  Once  you've  taken  this  exit,  the  view  will  turn  your  head. 


Audi 


^^ 


Complete  the  reply  card  to  receive  a  free 

video  brochurfj  of  iry  A8. 

if    .omeone  beat  you  to  it,  please  call  1-800-758-0393 

or  visit  www.audiusa. corn/Mr/-. f.cnif. vi'  // 
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That's  essentially  the  story  of  bustling 
Bangalore,  and  of  other  software  devel- 
opment centers  sprouting  in  Hyderabad, 
Madras,  Bombay  or  Pune.  India  has  dot- 
com fever.  Internet  startup  billboards  line 
urban  streets.  Cyber  cafes,  targeted  largely 
at  those  who  cannot  afford  a  PC  and  In- 
ternet access  at  home  or  work,  are  mush- 
rooming across  the  country. 

India's  software  exports  should  top 
$5  billion  this  year  and  will  reach  $50 
billion  in  2008,  according  to  a  study 
done  by  McKinsey  &  Co.  and  Nasscom, 
the  Indian  software  association.  Says 
Murthy,  of  his  country's  surging  exports 
of  software  services:  "India  missed  the 
industrial  revolution.  [Now]  for  the  first 
time,  India  has  a  clear  competitive  ad- 
vantage in  exports." 

Key  to  building  the 

dish  on  top  of  a  building,  you    ^berngT^dTa's^^chTsT     country's  talent  base  is  an 
can  be  connected  to  the  rest  of   man  hnt  mines  «»inh»i       excellent  instructional  sys- 


tion,  airports,  telecommunications — are 
terribly  backward. 

Exports  of  manufactured  goods? 
Tiny  Taiwan,  population  22  million,  ex- 
ports four  times  as  much  as  India.  It's 
hard  to  think  of  any  manufactured  ex- 
port in  which  India  is  globally  competi- 
tive. "India  doesn't  have  the  infrastruc- 
ture required  for  high-volume 
manufacturing,  whether  it's  chips  or 
toys,"  comments  Atul  Vijaykar,  director 
for  South  Asia  at  Intel.  "It  takes  a  week 
to  import  microprocessors  into  this 
country.  Even  today." 

Software  is  different.  "Software  does 
not  require  infrastructure,"  notes  Ash 
Bhardwaj,  president  for  Asia  Pacific  of 
Flextronics  International,  a  big  Singa- 
pore-headquartered contract  electronics 
manufacturer.  "With  a  satellite 


the  world.' 


man,  but  mines  global 
gold  in  techie  support. 


tern — for  high  achievers. 


Each  year  hundreds  of  thousands  appl 
for  2,500  spaces  at  the  five  Indian  Inst 
tutes  of  Technology.  Those  fortunat 
enough  to  have  this  schooling  also  enjo 
a  market-friendly  command  of  Englisl 

No  one  has  tapped  the  Indian  taler 
for  software  and  brainpower  with  moi 
success  than  Azim  Premji,  chairman  c 
Bangalore-headquartered  Wipro.  Wit 
customers  like  Microsoft,  Cisco  and  Lu 
cent  for  its  software  services,  Wipro 
one  of  India's  most  valuable  companie 
with  a  stock  market  capitalization  of  $1 
billion.  The  shy,  silver-haired  Premj 
who  owns  more  than  75%  of  the  stod 
is  India's  richest  man. 

Premji,  who  also  produces  compute 
hardware,  says  that  India  fails  in  elec 
tronics  exports  because  the  country 
poor  physical  infrastructure  bedevi 
critical  cycle-time  management.  "Soft 
ware  is  not  so  dependent  on  cycle  time, 
he  explains.  "[Instead],  you're  very  dc 
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paint  job. 


How  to  paint  a  fence: 


Go  to  the  hardware  store. 

Buy  white  latex  paint,  a  good  brush 
and  tray. 

With  a  cold  soft  drink  in  hand,  paint. 


fig.  1 


How  to  paint  a  fence:        /*   4 


Meet  with 

team  of  fence  specialists 

at  fashionable  restaurant. 


Hire  a 

color  consultant 

or  decorator. 


Pick  at  least 
100  different 
designer  shades 
of  white. 


Choose  to  use  only 
pony  hair  paintbrushes 
from  Brazil. 


Decide  on  at  least 
two  colors  and  mix 
them  together. 


Do  a  focus  group 
with  neighbors. 


They  agree  to  paint 
the  fence. 
NEXT  SPRING. 


c'OOO  Pandesic.  All  names  and  trademarks  are  the  property  of  their  respective  owner; 


Pandesic  develops,  builds,  and  manages  e-commerce  engines 
for  rapid  scalability.  We  partner  with  emerging  leaders  of  the 
new  economy  to  create  sustainable  business  platforms  that 
outperform  the  competition.  Before  you  choose  a  partner, 
know  the  difference.   Know  Better. 


www.pandesic.com  or  1-888-349-ebiz  (3249) 


|   http://www.pandesic.cc~ 


^pandesic 

the  e-business  solution 
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Made  his  fortune  by  undercutting  the  state  TV  monopoly  with  commercial  satellite  tare. 


pendent  on  intellectual  capital."  That  is 
something  India  has  in  abundance,  at 
relatively  low  cost.  The  inept  govern- 
ment cannot  stop  people  from  thinking. 
The  market  value  of  the  software  sector 
on  the  Bombav  stock  cv  has  mul- 

tiplied from  S4  billion  a;  the  start  of 
1999  to  more  than  (SO  bilbo,    although 
the  shares  have  come  off  shar^ 
cent  weeks  in  step  with  Nasdaq, 
The  public  sector  runs  chronic  i 


get  deficits,  crowding  out  investment  re- 
sources. But  it  doesn't  require  much 
capital  to  start  a  software  or  Internet 
outfit,  and  the  barriers  to  entry  are  rela- 
tively low.  "You  can't  expect  a  small  man 
to  set  up  an  automobile  compam  01  I 
chemical  factory;"  remarks  Premji.  "but 
IT  entrepreneurs  with  talent  and  ideas 
are  able  to  draw  venture  capital  funds." 

last  \e.u  SI  billion  m  toieign  \. 
mre  capital  entered  India,  a  figure  w  IikIi 


should  expand  to  $3  billion  i 
year,  says  Nasscom's  Dewd 
Mehta.  For  instance,  Intel  aH 
made  a  dozen  venture  cap 
investments  in  India  last  yd 
"In  the  past,  entrepreneurs  I 
shackled  by  government 
reaucracy,  but  they're  unsha 
led  today,"  says  Intel's  Vija 
"In  the  space  of  the  last 
months,  there's  been  a  dram^ 
startup  fever  in  India." 

Every  educated  young  Inc 
knows  the  stories  of  Indian 
migrants  who  struck  gold  in  ] 
technology  in  the  U.S.,  entre 
neurs  such  as  Hotmail  foi 
Sabeer  Bhatia,  lunglee  found 
Rakesh  Mathur  and  Sycam^ 
Networks'  chairman  Gun. 
Deshpande.  Now  Indian  yoi 
have  homegrown  heroes,  tJ 
such  as  Premji,  Murthy 
other  New  Economy  self-m^ 
billionaires  such  as  Zee  Tele 
Subhash  Chandra  and  Sat 
Infoways'  B.  Ramalinga  Raji 
N  lore  than  any  other  inc 
try,  IT  is  integrating  India's  i 
lar  economy  with  the  rest  of  1 
world.  Out  go  software  expoj 
and  in  flow  ideas  and  capi 
from  places  like  Silicon  Vail 
The  hapless  bureaucracy  has 
stalled  only  23  million  phc 
lines  in  the  country  in  a  centi 
But  in  a  matter  of  unded 
decade,  the  private  sector 
hooked  up  30  million  hoi 
holds  to  cable  television,  br 
ing  in  satellite  broadcasters  sii 
as  BBC,  MTV  and  CNBC.  Ze 
Chandra  made  his  fortune  j 
introducing  commercial  satell 
television  to  India,  undercutting 
state  monopoly  on  terrestrial  TV. 

Comments  Murthy:  "Our  peoi 
have  started  to  see  how  life  is  outsj 
India.  Their  aspirations  have  be 
raised."  fellow  Bangalore  billiona 
Premji  agrees  that  there  is  no  turnij 
back:  "Once  you  start  liberalizing,! 
vs  becomes  irreversible.  A  goveij 
ment  can  slow  it  down,  but  a  govet 
ment  can't  stop  it." 
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ica  Online.    British  Telecommunication*  pic.    Exodus  Communications.    Sun  Microsystems.    These  are<fust  a  few  of  the 
customers  and  partners  who  benefit  from  Inktomi  Traffic  Server    and  Content  Delivery  Suite."    Along  with  value-added 

deliver  a  faster,  easier,  more  rewarding  Internet  experience 
to  their  customers.    To  find  out  what  we  can  do  for  you,  visit  inktomi.com.     Insist  on  Inktomi. 


tJin  tin.ii 


In  Japan,  a  highly 
developed  nation  with 
little  historical  or  eco- 
nomic relationship  to 
India,  equally  profound 
changes  can  be  seen — 
literally. 

Tokyo's  Otemachi 
business  district,  located 
near  Tokyo  Station,  is 
the  heart  of  old  Japan.  It 
is  filled  with  names  like 
Mitsubishi,  Mitsui, 
Daiwa  and  Sumitomo. 
The  street  scene  there 
consists  of  middle-aged 
men  in  gray  or  navy 
suits  and  starched  white 
shirts,  women  in  "office 
lady"  uniforms  and 
blue-collar  workers  in 
drab  coveralls.  Inside  the 
companies  a  rigid  neo- 
Confucian  hierarchy  still 
prevails.  Promotions 
come  only  with  age, 
women  are  excluded 
from  top  jobs  and  em- 
ployees who  were  not 
hired  through  an  en- 
trance exam  will  never 
be  promoted. 

Meanwhile  the  nerve  center  of 
Tokyo  has  already  begun  to  shift  west  of 
the  Imperial  Palace,  where  newcomer 
riffraff  were  long  consigned.  Skyscrapers 
here  dwarf  the  dowdy  old  buildings  of 
Otemachi.  In  the  Shibuya  district's  high- 
tech  "Bit  Valley"  you  see  men  with 
ponytails  and  earrings  and  women  with 
blonde  dyes — all  seemingly  glued  to 
their  "mobiles"  (phones).  Inside,  infor- 
mal dress  prevails  and  the  old  hierarchy 
of  age  and  sex  is  nowhere  to  be  seen. 

In  the  system  that  helped  turn  the 
country  into  an  economic  superpower 
after  World  War  11  ;  nks  were  the  pri- 
mary source  of  finana  .ind  land,  the 
basic  form  of  collateral.  This  kept  the 
country  growing  until  I  >ubl  >le  of  the 
1980s  when  Japan,  with  >.  land 

area  and  half  the  GDP,  hat.  ite 

worth  five  times  that  of  the  t  U.S. 

When  that  bubble  burst,  bankers, 
1 1. ins,  gangsters  and  bureaucrats  sp^ 


I 


"> 


decade  pretending  that 
nothing  had  happened  that  a 
bit  of  pork-barrel  spending 
wouldn't  cure.  Corporate  re- 
structuring was  avoided,  bad  debts  were 
hidden  and  more  than  $1.2  trillion  was 
wasted  on  unnecessary  public  works. 
Venerable  old  companies  like  the  Itochu 
Trading  company  or  the  Sogo  depart- 
ment store,  chained  to  the  concept  of 
lifetime  employment,  were  unwilling  to 
shut  unprofitable  lines  of  business,  lay 
off  staff  or  do  anything  but  hide  their 
real  estate  losses. 

By  1 998  losses  became  too  big  to  hide 
and  banks  began  to  fail.  Then,  aided  by 
new  capital  markets,  came  the  high-tech 
wave.  Suddenly  hundreds  of  new  com- 
panies were  appearing.  In  retrospect  the 
standards  for  public  capitalization  at 
places  like  the  new  Mothers  market  at 
the  Tokyo  Stock  Exchange  were  too  lax, 
but  the  doors  were  thrown  open. 


From  Dragonquest  game 
creators  come  dreams 
of  high-bandwidth  treks 
through  banana  jungles. 


Origuchi  epitomizes  I 
new  order.  He  began  his  i 
reer  in  an  orthodox,  trac 
tional  Japanese  fashion: 
to  a  good  university,  join  a  big  firm — 
his  case  the  Nissho  Iwai  trading  cor 
pany — and  work  your  way  to  the  t( 
slowly.  However,  after  a  few  years,  "I 
alized  that  talent  would  get  me  as  far 
middle-management,  but  beyond  th 
point  it  would  become  a  matter  of  po 
tics  and  currying  favor  with  bosses." 

Much  to  the  consternation  of  frien 
and  family,  he  quit  at  age  30  and  set 
Juliana's,  a  famous  Tokyo  disco,  an 
after  a  fight  with  his  partners,  set  up  tl 
even  more  famous  Velfarre.  By  obser 
ing  the  lifestyle  of  Japan's  alienated  at 
underemployed  youth  (they  are  so  di 
ferent,  the  older  generation  calls  the 
"space  aliens")  whiling  away  the 
evenings  at  these  cavernous  discos  (c 
pacity  1 ,500)  he  had  his  billion  dollar  ii 
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introducing  i2i.  Now  there's  an  industrial-strength  e-marketplace 
mat  offers  businesses  around  the  world  an  unprecedented 
pel  of  security  and  confidence.  It's  called  i2i.  A  revolutionary 
lew  concept  in  online  trading.  By  creating  a  worldwide  network 
>f  rigorously  screened  member  companies,  i2i  connects  buyers 
md  sellers  in  every  part  of  the  world,  every  minute  of  the  day. 
\r\d  with  i2i  you  work  with  leading  service  partners  to  facilitate 
ivery  step  of  your  transaction.  These  include  SGS  and  Bureau 
'eritas  (inspection/verification  of  goods),  Danzas  (logistics  and 
t, importation),  and  Deloitte  Touche  Tohmatsu  (import/export 
md  taxation).  And  because  of  our  strategic  partnership  with 
>AP,  you  can  seamlessly  integrate  your  company's  operations 
vith  our  trading  platform.  i2i.  Who  says  you  can't  trust  someone 
ou  meet  online. 


• 


industry  toindustry 
Trade  With  Industrial  Strength" 


fo  become  a  member  today,  please  visit  us  at  www.i2i.com  or  call  1-888-840-4490. 


A  new  way  of  thinking  about  life  sciena 
From  life  expectancy  to  greater  expectat 


People  are  living  longer,  thanks  to  medical 
advances  in  nutrition,  hygiene  and  better  working  environments.  But  longer  life  expectancy  creates  new  challenges, 
closely  related  to  aging  are  increasing.  That's  why  one  focus  of  our  research  is  on  the  development  of  medicines  against  ag 
diseases.  As  one  of  the  world's  leading  life  sciences  companies,  our  goal  is  to  help  people  stay  healthy.  Because  we  be 
important  for  people  to  have  not  only  a  longer  life  but  a  better  life. 


•■> 


Our  challenge  is  life. 
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mid-shaped    economy.    In    the 
process  they  are 
smaller  businesses  from  A 
kcirttsu  relation > 

tied  to  certain  suppliers  and  buyers  in  a 
semifeudal  arrangement.  Their 
nks  have  allowed  firms  to  manage  their 
payrolls,  im  i 

ami  fractk  o  tf  the  r:;-.  :ou>  cost  lhej 
combine  PCs  and  Linux  systems  with 
off-the-shelf  accounti  i 
pbce  the  customized  Unix-based  com- 
puting systems  of  old  all  com- 
panies, newly  empowered  with  I". 
bvpass  the  countless  middlemen  who 
used  to  charge  a  heft)  commission  to 
supply  what  e^               s  information. 

The  Kaocosmet..  -.   mp 
ample,  has  been  able  u  s  and 

provide  women  with  nu 
their  individual  body  chen.  unks 

mputer  systems  that  let  out 

two  layers  of  middlemen  and  ao. 
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has  votetiirty  in  New  Economy  stocks  been  more  pronounced  than  in  As 
That  HcWsiJ*^  into  fluctuating  fortunes  for  the  area's  top  entrepreneurs.  Here's 
how  severai  In  Japan  and  India  have  fared.  (Valuations  are  for  ai  public  holdings 

F  =  3«  iijrn  Inert  valuation 

($*i)  (Sfcil) 


■■imiU'T--— - 

$78.6  on  Feb.  15 

$29.7 
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1.2 

directh-  from  saleswomen  .etics 

can  now  in- 
og  habits  oi  indi- 
vidual women  wfr  ro  the 
nformation  it  could  get  from  dis- 
trir             is  month-old  sales  data. 

id  inside  companies   s 
also  ittened  bv  :      says  Obic 

dent  Noda.   "It  used  to  be  vou 
needed  lots  of  meetings  between  middle 
.  information  that 
v  mstandv  available  to  all  emplov- 
.m  intranet,  he  s. 
old  Japanese  companies  like 
Mitsubishi  group  members  are  in  a  funk 
because  thev  have  highlv  compartmen- 
talized, senioritv-based   structtl 

s.  Top  executives  know  thev 
to  shirt  to  a  talent-based,  fiat  struc- 
ture, but  don't  know  w  hat  to  do  with  all 
the  entitled,  middle-age  managers  thev 
have,  he  no;. 

One  example  of  the  generational 

contj  i  when  the  now 

fund  Nippon  Credit  Bank  introduced 

e-mail  a  '  Older  male  em  - 

■•ould  dictate  their  e-mail  to 

e  ladies,"  because  thev  refused  to 

learn  how  to  use  a  keyboard  No  wonder 

eyebrows  were  raised  when  Softbank's 

Mas,  S  n — whose  personal  wealth 

(    i  een  So  billion  and  v  N 

billion  over  the  past  year — bought  the 

institution  with  the  intention  ot  turning 

it  into  an  Internet  financial  powerhi 


Ultimately  Japan  will  not  be  abli 
afford  to  pay  unskilled  older  worke 
senioritv-based  wages  they  expect. \ 
ready  Jap  nglomerates  in  si 

industries  like  shipbuilding  are 
them  out  to  smaller  companies  at  lc 
so,  the  unemployment  i 
for  men  rising  anc 

;  7       exceeds  the  national  average 
]      More  than  1  million  people  wd 
or  banks,  wholesalers,  small  si 
and  the  like  have  been  laid  off. 

Total  outstanding  bank  loans, 
have  been  falling  at  an  annual  clif 
more  than  5  .iuity  marl 

ne  substitute  sources  of  capii 
\  olatilitv  and  a  new  form  of  fanciful  | 
uation  ha\e  been  visited  on  Japan, 
while  investors  finance  dreams  wit 
uberant  buying,  thev  also  are  quic 
Mine  on  way 
companies    \  so,  lapanese  medial 
v  hostile  to  new  entrepreneurs ; 

.  ig  furiously  for  any  dirt 
ind  on  upstarts  like  Origuchi.  1 
most  not  telecom  mark 

Hikan  Isushin  lost  more  than  959 
ck  value  in  a  two-month  spiral  I 
spring.  I  d  in  part  by  negal 

publicity  in  Japan.  But  even  in  that  i 
the  dynamism  endures:  Founder 
sumitsu  Shiget.i  continues  to  seed' 
wireless  Internet  market  while  sitting 
oi  the  shares, 
d  the  dreams  continue.  Yasi 


\)\v,  about  the  rest  of  the  ride. 


aguar  \|R  is  also  engineered  to  handle  like  a  dream.  With  a  racing  inspired  suspense  1.  Road-gripping 

irelli  tires.  And  a  supercharged,  370  horsepower  engine  that  will  steal  \our  heart  in  a  matter  of  seconds.         JAGUAR 
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THE    ART    of   PERFORMANCE 


Asia  Rich 

Fukushima  at  Enix,  a  game  software 
company  that  has  given  the  world  the 
Dragonquest  series,  is  prepari' 
change  nothing  less  than  reality  itself. 

"Everything  will  be  completely  dif- 
ferent" with  high-bandwidth  commu- 
nications, he  promises.  According  to 
52-year-old  Fukushima's  vision,  people 
will  have  home  game-centers  that  will 
allow  them  to  enter  virtual  worlds 
where  they  will  be  able  to  meet,  talk 


.  ise  interact  with 
people.  They  will  be  able  to  pick 
up  and  carry  objects,  including  pur- 
chases, as  they  have  adventures  in  these 
artificial  worlds,  he  says.  Thus,  in  the 
future,  instead  of  buying  bananas  in  a 
grocery  store,  you  could  go  pick  them 
off  a  tree  in  a  virtual  jungle  (to  be  deliv- 
ered later).  A  far  cry  indeed  from  the  el- 
evator girls  and  ultrahigh  prices  of  the 
Sogo  department  stores. 


Meanwhile   142-year-old 
Trading,  still  posting  real  estak 
from  more  than  a  decade  ago,  i 
saved  by  an  upstart  Interne 
telecommunications  subsidiary  , 
Technoscience,  it  stumbled  into  i 
early  1990s.  Using  merit-base 
quick  decision-making  and  outsic  -i 
ing,  the  separately  traded  unit  no\> 
market  capital  of  $  1 9  billion,  com 
with  Itochu's  $9  billion. 


Pachinko  Warrior 

Another,  different  sort  of  social 
hierarchy  the  new  technology 
promises  to  flatten  out  in  Japan 
is  the  nation's  pachinko  industry.  It's  a 
form  of  slot  machine  gambling  that, 
with  annual  sales  of  more  than  $200 
billion,  is  bigger  than  the  domestic  au- 
tomobile market. 

At  present  a  dark  world  of  illicit 
ties  lies  behind  the  nation's  thou- 
sands of  brightly  lit  pachinko  parlors. 
This  may  soon  be  changed  by  Kazuo 
Okada,  57.  Okada  is  a  former  jukebox 
repairman  with  a  genius  for  anticipat- 
ing gambler  psychology.  He's  tried  his 
hand  in  slot  machines  for  the  Las 
Vegas  market  (a  twin  brother  lives 
there  as  a  successful  gambler,  he 
says)  but  today  sees  the  biggest  op- 
portunity at  home  in  Japan. 

Okada  has  built  a  $4.8  billion  for- 
tune from  designing  a  type  of  machine 
that  employs  aluminum  tokens  instead 
of  the  ball  bearings  used  in  traditional 
pinball-like  pachinko.  His  most  recent 
machine  was  so  popular  that  people 
lined  up  overnight  throughout  Japan 
to  be  first  to  use  it.  Now  he  is  using  his 
wealth  and  investor  interest  in  his  pub- 
licly listed  Aruze  Co.  to  fund  a  project 
team  seeking  to  bring  pachinko-type 
gambling  to  the  home  via  the  Internet. 
If  he  succeeds,  gangsters,  shady  busi- 
nessmen and  thousands  of  policemen  who  now  find  postretire- 
ment  jobs  in  the  parlor  industry  might  have  to  register  with 
Goodwill  Group  to  find  work. 

The  police  and  justice  authorities  .rotecting  their  nest 
eggs,  could  still  trip  him  up  by  strangling  his  new  venture  with 
regulations.  If  they  don't,  cutting  out  all  those  hangers-on  will 
improve  the  odds  for  Japan's  20  milk  0  players. 
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Unlike  most  Internet  plays  in  Japan,  Aruze's  stock  is  era 
and  is  supported  by  real  business  operations.  In  the  year  to 
31,  the  company  posted  an  operating  profit  margin  of  57%  - - 
net  profit  of  29%  on  sales  of  $1.33  billion.  Okada  vows  h 
double  sales  and  profits  within  three  years.  With  a  price/tr 
earnings  ratio  of  15-to-l,  Aruze  may  be  a  better  bet  tha 
ones  made  on  its  machines. 


You're  ready. 

Is  your  building? 


No  one  can  get  your  building  Internet  ready  faster. 

Like  trying  to  race  without  your  vehicle,  the  promise  of 
broadband  Internet  services  is  meaningless  if  you  have  to  wait 
forever  for  installation.  Make  one  call  to  eziaz"  and  we'll  get  your  office 
buildings  Internet  ready  in  60  days  or  less.  Not  only  do  we  get  it 
done  faster  with  our  non-intrusive  installation  methods,  we  do 
it  with  no  hassles,  no  mess  and  no  disruption  to  your  building. 
It's  just  that  easy.  Call  1-877-44eziaz  or  visit  us  online  at  www.eziaz.com 

Getting  connected  is  easy  as 


eziaz 


:  inc.  Formerly  SiteLine,  AccessReady,  inBuilding  Systems 


BY  DANIEL  FISHER 

COOPER  INDUSTRIES  MADE  EVERY- 
thing  from  Champion  spark  plugs 
to  the  wooden  lath  used  in  folding 
carpenters'  rulers  when  H.  John  Riley 
took  over  as  chief  executive  in  Septem- 
ber 1995.  There  was  no  guiding  philos- 
ophy at  the  Houston  conglomerate, 
other  than  the  conviction  that  any  busi- 
ness it  acquired  could  be  fixed.  Former 
chairman  Robert  Cizik  dubbed  the 
process  Cooperization,  ,\nd  it  seemed 
to  work  until  Cizik  paid  $1  billion  for 
oil-equipment  maker  Cameron  Iron 
Works  in  1989,  only  to  watch  it  drag 
sales  mm.\  earnings  down  .i  u-w  years 
later  (FORBES,  Mar.  28,  1994). 

( tooper  needed  a  crash  diet.  It  spun 
off  the  Cameron  division  in  1995  as 
Cizik  was  heading  toward  retirement. 
Since  then,  19-ye  I  veteran  Riley 
lias  picked  up  the  pace,  jettisoning 
Cooper's  $1.9  billion  am  motive  prod- 
ucts division  as  well  as  its  lection  of 
oddball  businesses,  includn,  the  lath 
mill  in  Maine,  a  porcelain  insu. 
torv  in  Illinois  and  the  former  , 
drapei  \  di\  ision  m  Sturgis,  Mich. 

Riley  believes  in  growth — he 


made  more  than  $1  billion  in  acquisi- 
tions— but  not  at  any  cost.  Acquisi- 
tions must  bolster  either  Cooper's  core 
electrical  products  business  (79%  of 
1999  revenues  of  $3.9  billion  and  84% 
of  operating  profits)  or  its  smaller 
tools  business,  which  makes  Crescent 
wrenches  as  well  as  more  specialized 
tools.  And  in  another  departure  from 
the  past,  no  fixer-uppers.  As  distribu- 
tor and  retailers  consolidate  and  en- 
hance their  buying  power,  Cooper 
needs  a  broad  product  line  in  a  few 
carefully  selected  areas  to  protect  itself 
against  pricing  pressure.  Otherwise, 
any  gains  it  makes  on  the  factory  tloor 
will  quickly  be  erased  as  its  customers 
dine  down  prues  oi  switch  to  foreign 
suppliers.  "It  you  have  products  [that 
distributors]  can't  get  someplace  else, 
you're  going  to  demand  a  certain 
amount  ot  respect  in  your  relation- 
ship,'' Riley  s.ns. 

I  OOper  products  cover  about  46% 
of  the  $85  billion  North  American  mar- 
ket lor  electrical  equipment,  including 
eva  \  thing  from  explosion  proof  emer- 
;ency  lights  to  heavy  metal  enclosures 

industrial  transformers.  Riley  has 


his  eye  on  acquisitions  that  will  p 
Cooper  products  in  front  of  70%  of  tl 
market.  One  potential  target:  the  ligh 
ing  division  of  U.S.  Industries,  a  $7< 
million  (sales)  piece  of  the  hardwa 
and  lighting  maker. 

Few  spotted  Riley,  Cizik's  han« 
picked  successor,  for  the  agent  < 
change  he  turned  out  to  be.  A  Syracu 
University-trained  engineer,  Rilt 
made  his  mark  in  his  late  20s  moderi 
izing  the  foundry  works  of  Crous 
Hinds,  an  electrical  equipment  mam 
facturer  that  Cooper  bought  in  198 
Upon  ascending  to  chief  executiv 
Riley  made  electrical  equipment 
core  of  the  company. 

At  Cooper's  Bussmann  fuse  div 
sion  in  St.  Louis,  for  example,  manage 
have  cut  costs  50%  while  finding  ne 
growth  in  the  dying  electrical  fuse  bus 
ness  (most  new  homes  are  built  wi 
circuit  breakers,  not  fuses).  Bussmann 
power  management  division  is  gettir 
28%  annual  sales  gains  supplying  tir 
fuses  and  circuits  to  protect  devices 
cellular  phones. 

Riley  has  produced  solid,  if  unel 
trifying,  results.  Earnings  per  share  ha> 
risen  at  an  average  11%  rate,  excludii 
discontinued  operations,  since  he  toe 
over,  but  slipped  below  9%  last  year 
Cooper  struggled  with  flagging  dem; 
in  Asia  and  the  implementation  of 
SAP  software  system  in  its  Power  Syst< 
division.  He's  far  from  convincing  W< 
Street  that  he  can  generate  the  12%- 
15%  earnings  growth  he's  promis< 
And  Riley  has  yet  to  unveil  an  e-co: 
merce  strategy,  other  than  a  plan  to  pcx 
purchasing  among  various  divisions. 

This  all  could  explain  why  Coo 
stock  is  trading  at  8  times  estima 
2001  earnings  of  $4.18  a  share,  co 
pared  with  forward  P/Es  of  16  for  Uni 
Technologies  and  1 1.7  for  Textron.  "Tr 
stock  is  cheap,"  says  Michael  Holton, 
analyst  at  T.  Rowe  Price,  which  owned 
million  shares  as  of  Dec.  31.  "But 
\  esters  wonder  what  the  catalysts  will 
to  make  it  go  higher." 

How  about  a  buyout  offer  from, 
the  French  conglomerate  Schneid 
1  lee  trie  S.A.,  owner  of  U.S.  electri 
equipment  maker  Square  D? 
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GLOBAL  INSURANCE  CLAIMS 
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\\From  my  office   in  Manhattan, 
I   can   manage   insurance   claims 
around  the  world.  Natural  disasters, 
product  failures,  injured  workers... 
all  you  have  to  do  is  give  me  a  call, 
and  I'll  help  make  it  a  hassle-free, 
seamless  process.  And  to  keep  things 
running  smoothly,  I  make  it  my 
business   to   know   local   customs, 
laws  and  cultural  differences  around 
the  globe.  So  whether  it's  setting  up 
an  alternate  distribution  site  after 
a  major  Bangkok  fire,  or  finding  a 
good  hospital  near  the  Guatemalan 
jungle,  I  make  sure  my  customers' 
businesses  stay  in  business.  // 


If  you  plan  on  traveling 
abroad  for  business,  be  sure  to  check  the  U.S.  State  Department's 
up-to-date  travel  warnings  and  country  news  at  http://travel.state.gov 


LIBERTY 
MUTUAL. 


Point  of  View  Ry  Steve  H.  Hanke 


Dollarize  Emerging  Markets 


CURRENCY  CRISES  AND  BANKING  PANICS  IN 
emerging-market  countries  have  become  both 
more  frequent  and  more  virulent.  So  Washing- 
ton's cognoscenti  here  are  busily  designing  a  new 
"architecture"  for  global  finance.  (That  is,  when 
they're  not  occupied  finding  scapegoats  for  the  problem.) 
Unfortunately,  like  the  Bourbons  after  the  French  Revolu- 
tion, they  have  learned  nothing  and  forgotten  nothing. 
They're  doomed  to  make  the  same  mistakes  as  before. 

The  recent  currency  crises — in  Asia,  Russia  and  Brazil — 
have  all  been  produced  by  half-baked  central  banks  and  their 
soft  national  currencies.  Cur- 
rency crises  can  be  eliminated 
by  putting  these  central  banks 
out  of  business  and  replacing 
their  weak  denominations 
with  sound  U.S.  dollars.  End- 
ing a  national  currency  and  an 
exchange  rate  means  no  ex- 
change-rate crisis  is  possible. 

Consider  the  explosion  of 
central  banking  and  new  na- 
tional monies  that  has  oc- 
curred during  the  last  century. 
In  1900  there  were  only  18 
central  banks  in  the  world. 
After  World  War  II  a  panoply 
of  newly  independent  nations 
wanted  their  own  central 
banks,  and  today  173  such  banks  dot  the  globe.  The  spread 
of  central  banking,  promoted  by  Washington's  foreign  af- 
fairs elite,  has  made  about  as  much  sense  as  giving  gasoline 
to  an  impoverished  arsonist.  Dollarization  would  turn  back 
this  trend,  and  promote  stability  and  economic  growth. 

This  is  not  a  new  idea.  Economists  since  David  Hume 
have  known  about  the  smooth  workings  of  unified  currency 
systems.  Dollai  izing  Brazil,  Latin  America's  largest  economy, 
would  make  it  comparable  to  California,  which  doesn't  have 
to  trouble  itself  with  managing  currency  crises. 

But  axing  a  central  bank  and  a  national  denomination 
doesn't  go  far  enough.  Not  if  you  leave  commercial  banks 
with  their  current  p.  \  ers — and  vulnerability  to  panics. 
Banks  create  money  b>  iking  loans.  They  also  must  cover 
a  fraction  of  their  depo.s  vith  liquid  reserves.  And  those 
reserves  are  quickly  deplete  inic. 

The  answer  is  to  restruci  imercial  banks  so  they 

no  longer  make  loans.  You  d..  by  requiring  them  to 

hold  100%  reserves.  The  mone;  it  would  be  closed. 
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Currency  and 
bank  crises 
plague  emerging- 
market  nations. 
So  end  their  local 
currencies  and 
central  banks. 
Then  redo  their 
credit  systems. 


That  would  leave  depositor! 
like  participants  in  mom 
market  mutual  funds,  able 
pull  money  out  without  fe 
that  a  panic  would  rend 
their  bank  illiquid. 

Another  important  advai 
tage  of  100%-reserve  bankin 
Banks  would  need  very  litt 
equity  capital  to  cover  tl 
small  risks  associated  wii 
matching  their  assets  and  d 
posits.  This  makes  100%-reserve  systems  particularly  w< 
suited  for  emerging- market  economies,  where  banks  are  n< 
toriously  undercapitalized. 

Who  would  generate  auto  loans,  mortgages  and  busine 
credit  if  banks  operated  only  as  checking-account  proce 
sors?  A  second  group  of  private  institutions — akin  to  tl 
merchant  banks  that  the  Rothschilds  once  ran — would  ste 
up  to  the  plate.  These  investment  institutions  could  t 
carved  out  of  commercial  banks,  leaving  behind  the  depos 
tor-only  entities. 

The  merchant  banks  would  extend  credit  but  not  crea 
money.  Here's  why:  The  source  of  funding  for  loans  wou 
come  from  issuing  equity  and  bonds  to  investors.  Not  fro: 
leveraged  deposits,  because  they  wouldn't  receive  any.  Moi 
etarily,  a  zero-sum  game  would  be  established.  The  me 
chant  banks  could  lend  no  more  than  the  invested  capit 
they  had  available. 

By  separating  money  from  credit,  you  inject  safety  an 
soundness  into  the  lending  circuit.  Shareholders  and  bon< 
holders  would  insist  that  merchant  banks  be  prudendy  mai 
aged.  Unlike  depositors,  these  investors  could  not  withdra 
their  funds  on  demand  whenever  bad  news  surfaced. 

So  would  speculative,  entrepreneurial  ventures  never  g 
loans  because  investors  in  merchant  banks  were  such  fudd? 
duddies?  Would  this  arrangement  stifle  risk-taking?  Not  at  a 
Banks  that  specialized  in  riskier  loans  simply  would  issue  ca{ 
ital  notes  at  significandy  higher  interest  rates.  In  the  U.S.  v 
have  risk-capital  lenders  very  similar  to  what  I  have  in  min 
for  developing  nations.  They  are  called  junk-bond  funds. 

The  Achilles'  heel  of  an  emerging-market  economy  is  a 
untrustworthy  currency.  Without  meaning  to,  Washington 
cognoscenti  have  promoted  a  globe  full  of  these  unreliab 
currencies.  It's  time  they  rethought  money  and  banking. 


□ 


Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at 

The  Johns  Hopkins  University  in  Baltimore.  Visit  his  forum  at 

our  Web  site,  www.forbes.com/hanke. 


The  Carpetbaggers 

Silicon  Valleyites  would  like  a  nice  place  in  the  country. 
The  welcome  wagon  isn't  out  in  surrounding  small  towns. 


IY  JULIE  PITTA 

OWELL  ROBINSON,  A  BEAR  OF  A 
K I     man  even  at  age  71,  lumbers  to  his 
u  ^B  logging  office  window  and  points  to 
aiji  fuel  tank  next  to  a  row  of  trucks  soon  to 
)e  loaded  with  lumber.  The  tank,  neatly 
«  lidden,  has  been  at  the  center  of  a  dis- 
pute between  him  and  the  planning 
:ommission  for  Nevada  County,  a  col- 
ection  of  well-preserved  gold-mining 
njowns  nestled  at  the  foot  of  northern 
alifornia's  Sierra  Nevada  mountains. 
Try  as  he  might,  Robinson  can't  dis- 
ajjuise  the  tank  to  the  commission's  sat- 
sfaction.  (Its  latest  beef  is  the  lovely 
brest-green  he  painted  an  adjacent 
ence.)  To  an  outsider  the  griping  looks 
o  be  an  example  of  the  smallness  of 
small  towns.  To  Robinson  there  is 
omething  more  sinister  going  on. 


"They  want  to  run  us  off,"  he  contends. 

Nevada  City,  pop.  2,900,  is  one  of  a 
clutch  of  scenic  small  towns  seeing  an 
accelerating  migration  of  computer-in- 
dustry folk  with  money  in  their  pockets 
and  definite  ideas  about  the  good  life. 
This  is  happening  all  over  the  country, 
but  nowhere  is  there  more  reason  to  flee 
than  from  crowded  and  expensive  Sili- 
con Valley.  Especially  with  so 
many  beautiful  hamlets  all 
around. 

But  lo  and  behold,  not 
everyone  welcomes  these  latte- 
loving  latecomers.  Old-timers 
complain  that  the  parvenus  are 
raising  rents,  clogging  country 
roads  with  luxury  vehicles  and 
otherwise  upsetting  the  tran- 
quility of  these  long-quiet  burgs. 


Plutocrats,  picket  fences: 
Wine  country  above  San 
Francisco  sports  a  variety  of 
housing  options,  especially 
for  those  with  champagne 
budgets.  Technology  riches 
are  fueling  a  building  boom 
that  has  crowds  gawking. 

It  gets  a  little  confusing 
sometimes — both  sides 
talk  about  the  sanctity  of 
the  soil  and  one  person's 
pickup  is  another's  SUV — but  suffice  it 
to  say  that  Silicon  Valley  hubris  can  be 
transported  just  about  anywhere. 

That  entails  hypocrisy  (my  growth, 
not  yours)  when  it  comes  to  property 
development:  "They're  the  first  to  build 
a  $1  million  house  and  then  say  no  one 
else  should  be  able  to  do  it,"  says 
William  Lynch,  editor  of  the  Sonoma 
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San  Francis 


Nevada  City 


Sonoma  *Sacramento 


Carson  City 


Oakland 


Santa  Cruz 


50  Miles 
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'  Agilent  Technologies,  Inc  2000 


diac  arrest. 


That's  why  Agilent  makes  a 


ibrillator  powerful  enough  to  restart  a 


irt,  portable  enough  to  fit  in  a  seat  pocket, 


simple  enough  to  use  without  a  medical 


ree.  It's  already  saved  dozens  of  lives 


und  the  world,  and  now,  even  above  it. 


'e  a  safe  flight. 


Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
comprised  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


t.arpeTnaggers 


find  a  good  house  you'd  betfc 
not  wait,  or  it'll  be  gone,"  sh 
advises.  A  single-family  hom 
in  Nevada  County  sold  fc 
$174,075,  on  average,  in  199! 
last  year:  $214,017.  Five  yeai 
ago  820  homes  were  sold  i 
the  county;  last  year,  1,42; 
Says  Laurence  Burkhard 
president  of  the  area's  Eco 
nomic  Resource  Council,  "It 
not  attributable  to  a  boom  L 
local  industry.  It's  the  retiree 
and  equity  refugees  we're  get 
ting  from  the  Bay  Area." 

"Computer  people"  mak 
up  75%  of  her  clients,  Relsta 
says.  "They  sell  their  house  jj 
the  Bay  Area  for  a  couple  c 
million  and  they  buy  anothe 
one  up  here  for  a  quarter  c 
that."  Some  find  jobs  at  loa 
technology  companies- 
mere's  a  cluster  specializing  L 


"They  don't  pay  attention  to  the  sacrcdness  of  the  ground." 


Index-Tribune,  published  twice  weekly 
in  the  wine  region  north  of  San  Fran- 
cisco, which  is  also  seeing  an  influx. 
"They  say,  'You  let  me  in  and  that  was  a 
mistake,  and  now  I'm  going  to  tell  you 
that  you  can't  do  that  again.'" 

In  Santa  Cruz,  72  miles  south  of  San 
Francisco  and  home  to  one  of  the  re- 
gion's prettiest  beaches  as  well  as  a 
quirky  campus  of  the  University  of  Cal- 
ifornia, it  is  too  late  to  turn  back  the 
clock.  "We're  only  about  a  year  behind 
Silicon  Valley  in  terms  of  property 
prices,"  says  Santa  Cruz  real  estate  agent 
Gregory  Pfyffer.  "The  locals — people 
who  have  lived  here  a  long  time — are  re- 
ally priced  out  at  this  point."  Andrew 
Ould,  a  p.r.  man  for  IBM's  Almaden  Lab- 
oratories, recently  relocated  to  Santa 
Cruz  after  a  12-year  absence.  "There's 
one  neighborhood  where  there  used  to 
be  only  chicken  farn  It's  all  been  filled 
in  with  new  homes." 

That  means  there  arc  i  ich  old 

chicken    farmers — and  state 

agents — running   around.  not 

everyone  is  cashing  in.  Loggei  i- 
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son  is  a  third-generation  Nevada  City 
resident  whose  forebears  left  an  Ohio 
farm  during  the  Gold  Rush.  The  Robin- 
sons were  part  of  a  county  aristocracy 
that  built  the  graceful  forested  settle- 
ments. Now  this  old  guard  finds  itself 
outnumbered.  Slow-growth  propo- 
nents make  up  the  majority  on  the 
county's  board  of  supervisors,  as  a  re- 
sult of  an  election  two  years  ago.  The 
new  guard  doesn't  like  logging,  and  it 
particularly  doesn't  like  to  see  lumber 
piles  and  trucks.  Robinson,  who  owns 
the  piles  and  trucks,  is  bitter.  "My 
grandfather  brought  water  to  these 
parts,"  he  says.  "I've  spent  money  on 
sewer  lines,  I  helped  build  the  ball- 
parks, I've  saved  bridges  after  the 
floods.  These  people  haven't  spent 
money  on  this  community,  and  they're 
running  things." 

Robinson  and  other  business  own- 
ers are  regrouping  for  the  next  election. 
Success  is  unlikely.  Real  estate  agent 
Cheryl  Relstab  says  homes  in  Nevada 
City  are  selling  swiftly  and  commis- 
sions have  never  been  so  fat.  "If  you 


audio  and  video.  But  most  who  mov 
to  Nevada  County  have  retired  youn 
or  telecommute  to  Silicon  Valley  jobs. 

Daniel  Galbraith  and  his  wife,  Mar 
Remillard,  moved  to  Nevada  City 
1996  with  a  small  nest  egg  from  ai 
IPO — not  enough  money  to  retire  on 
but  enough  to  build  a  house  in  the  Red 
woods.  He  finally  landed  at  NVision 
which  makes  video  software,  in  Gras' 
Valley.  Mary  kept  her  job  writing  soft 
ware  at  Silicon  Valley  database-softwar 
maker  Informix.  "They  were  happy  t( 
let  her  telecommute,"  Galbraith  says 
"It's  so  hard  to  recruit  talent  these  days: 
It's  much  easier  to  be  flexible  with  ai 
old,  reliable  engineer." 

Galbraith  acknowledges  tension 
between  "the  old-line  families"  an< 
those  "who  have  paid  their  Sierra  Clul 
dues  for  many  years."  Even  so,  hi 
would  not  trade  his  new  life.  "The  ide 
of  getting  in  a  car  and  doing  that  com 
mute  again  freaks  me  out,"  he  says. 

If  the  arrivistes  are  in  search  of  loca 
charm,  it  escapes  some  of  Nevada  Ot/: 
business  owners,  who  suspect  they'n 


3  Celanese 


The  pace  of  development  and  structural  change  in  the  chemical  industry  is  increasing. 

Tomorrow's  winner  will  be  the  one  who  truly  understands  the  challenges  ahead, 
the  one  who  can  act  and  not  just  react. 

That's  what  we  aspire  to. 
We're  putting  emphasis  on  the  swift  implementation  of  new  ideas,  orienting  our  businesses  towards 

e-commerce  and  investing  in  promising  growth  areas  -  just  to  give  a  few  examples. 
Our  goal:  To  grow  -  faster  than  the  industry. 


Celanese  AG.  A  global  leader  in  the  chemical  industry,  www.celanese.com 
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losing  business  to  stores  in  Sacramento, 
the  state's  capital  65  miles  away.  "Sta- 
ples is  coming,"  says  Nevada  City 
Mayor  Kerry  Arnett,  a  video-store 
owner.  "Now  I  hear  Starbucks  might 
move  in.  They  wouldn't  be  coming  if 
they  didn't  think  they  could  make  some 
money  here.  The  newcomers  like  the 
chains.  They  know  them  from  home." 

Starbucks-era  strife  even  has  dot- 
commers at  the  throats  of  winemakers, 
a  craft  seemingly  suitable  in  this  set.  In 
Glen  Ellen,  John  Stalcup,  an  Internet 
entrepreneur  who  moved  to  town  five 
years  ago,  is  battling  Carmenet  Vine- 
yards, which  has  been  making  wine  in 
Sonoma  County  for  almost  20  years. 

Three  years  ago  Carmenet  (one  of 
nine  labels  owned  by  publicly  traded 
Chalone  Wine  Group  J  purchased  a  33- 
acre  vineyard  with  a  warehouse  for 
making  and  storing  wine.  With  the 
property,  Carmenet  obtained  a  permit 
which  has  since  increased  to  125,000 
cases  of  wine  a  year.  Stalcup,  who  lives 
down  the  road,  said  "too  much,"  hired  a 
lawyer  and  circulated  a  petition  calling 


A  few  miles  away  from  Carmenet's 
plot  is  Armstrong  Estates,  a  group  of 
20,000-square-foot  lots  with  mansions 
that  loom  over  the  modest  homes  sur- 
rounding them.  The  property  used  to 
be  a  farm.  With  only  a  few  trees  to  soften 
the  development's  severity,  the  homes 
seem  to  be  on  display  and,  indeed,  de- 
veloper Steven  N.  Ledson  says,  cars  and 
tour  buses  line  up  on  the  weekends  to 
gawk.  Average  selling  price:  $2  million. 
Typical  owners:  newly  minted  com- 
puter-industry millionaires  like  Pixar 
Animation  Studios  founder  John  Las- 
seter  and  at  least  two  Cerent  executives. 
(Cerent  was  sold  to  Cisco  Systems  last 
year  in  a  deal  worth  $7  billion,  the 
largest  tech  acquisition  of  1999.) 

"That  is  the  most  visible  sign  of 
what  money  has  done  to  this  commu- 
nity," says  Index-Tribune  editor  Lynch. 
"It's  out  of  place,"  moans  Sonoma  ar- 
chitect William  Willers.  Show-offs  with 
no  sense  of  proportion,  say  others. 
"The  new  people  have  this  arrogance," 
says  real  estate  agent  Michael  Hedley, 
who  is  not  selling  any  of  the  Estates. 


"It's  a  lack  of  respect  for  the  way  thin 
have  been  done  up  here.  Money  seei 
to  breed  an  attitude  that  they  can 
anything.  They  don't  pay  any  attentii 
to  the  sacredness  of  the  ground." 

City  of  Sonoma  Mayor  Lawren 
Barnett,  naturally,  is  worried  abo 
where  the  teachers  and  firemen — not 
mention  the  counter  help  at  the  tour 
joints — will  squat.  Barnett  frets,  "Pro 
erty  prices  are  pushing  them  out." 

That's  not  all.  Sonoma  schools  S 
perintendent  Marilyn  Kelly  will  lay 
16  teachers  this  year,  the  result  of  decli 
ing  enrollment  even  as  the  city's  pop 
lation  has  increased.  "The  new  peoj 
prefer  private  schools."  Pixar's  Lasset 
is  helping  start  a  private  preparato 
school  in  nearby  Santa  Rosa  to 
opened  next  year.  His  oldest  son  < 
tended  public  schools,  but  he  declines 
evaluate  the  local  system.  He  prefers 
extol  the  virtues  of  small-town  life,  "ft 
wife  and  I  just  love  it  here,"  he  gushi 
"It's  nice  to  go  home  to  a  town  whe 
my  best  friends  are  contractors,  dentis 
just  ordinary  people." 


They're  running  things. . .  [and]  they  want  to  run  us  nut.' 


for  the  permit  to  be  rescinded. 
To  date,  he  has  secured  500  sig- 
natures. "Most  of  the  grapes 
will  have  to  be  trucked  in,"  he 
says.  "It  will  bring  noise,  pol- 
lution and  it  will  create  safety 
issues"  on  a  quiet  country  lane. 
Stalcup's  ace  card:  He  consid- 
ers die  winery  an  industrial  de- 
velopment, and  the  area  is 
zoned  for  agricultural  use.  The 
county's  definition  of  indus- 
trial use  is  vague. 

Carmenet  General  Man- 
ager Paula  Kornell,  a  wine 
country  native,  protest 
property  is  /oned  for  ag 
rural  use,  and  that's  what  n 
ing  wine  is."  She  just  can't  g. 
over  n.  "There's  been  a  winery 
on  this  piopa  i\  since  the  late 
1880s.  Some  people  nunc  up 
here  and  have  no  respect  for 
our  way  of  lite." 
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always  has  been,  always  will  be. 
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Swap  Meet 

At  last  technology  is  loosening  federal  control 
of  lif  esaving  organ  transplants. 


BY  BRIGID  MCMENAMIN 

JAMES  ALTHAUS'  S!  (  ONI)  KIDNEY 
transplant  failed  la  ear  alter  13 
years,  landing  him  i  queue  of 
45,063  waiting  in  the  U.S.  toi  a  dney. 
Doctors  told  him  to  plan  c 
evenings  per  week,  on  a  blood-fr.  g 
machine  tor  the  next  three  years. 
50-year-old  had  been  on  dialysis  l 


fore.  He  wasn't  relishing  the  incessant 
humming  of  those  machines,  echoed 
all  day  long  by  the  sound  of  the  pool 
filter  at  the  swim  center  he  manages  in 
Lewisville,  Tex.  "I  said,  'Oh,  cuss,'  "  re- 
calls Althaus. 

Elise  Knox,  his  wife  of  20  years  and 
an  aquatics  park  manager,  volunteered 
to  donate  one  of  her  own  kidneys. 


Let's  make  a  deal:  Would 
be  organ  swappers  Jame 
Althaus  and  Elise  Knox. 

Though  good  healt 
and  type  O  blood  mak 
Knox  a  fine  donor  fc 
anyone,  lab  test 
showed  Althaus'  bod 
would  reject  her  flesl 
So  Knox  got  an  idea  t 
swap  with  another  stai 
crossed  pair.  'T 
bound  to  match  some 
body  out  there.  Wh 
can't  we  make  a  deal? 
says  Knox. 

Swapping  kidne) 
and  other  organs 
something  that  he 
been  fantasized  aboi 
for  years,  only  to  be  de 
terred  by  scientific  ot 
stacks,  as  well  as  thorn 
legal  and  ethical  con 
cerns.  That's  why  th 
Dallas  Transplant  Inst 
tute  isn't  ready  to  en 
brace  Knox's  ide; 
Some  opponents  fe< 
that  a  voluntary  swap 
essentially  no  differer 
from  a  pay-for-orgar 
scheme,  illegal  unde 
federal  law. 

But  now  a  few  do( 
tors  are  poised  to  cha 
lenge  the  prevailin 
view  and  try  it.  Hospitals  in  at  least  fvv 
cities,  including  Boston,  Chicago  an 
Minneapolis,  are  ready  to  perforr 
organ  exchanges  between  pairs  < 
donor-recipients.  The  first  kidne 
swap  in  the  U.S.  is  likely  to  take  plac 
this  summer  at  the  University  of  Wash 
ington  Medical  Center  in  Seattle.  A 
even  more  controversial  scheme  th; 
will  allow  people  like  Knox  to  subm 
their  kidney  to  a  donor  pool  in  e> 
change  for  allowing  their  friend  or  re 
ative  to  move  to  the  top  of  the  waitin 
list  for  cadaveric  kidneys  is  under  wa 
this  month  in  Washington,  D.C. 

The  increased  use  of  living  orgar 
is  a  blast  of  fresh  air  for  the  estimate 
$3  billion  transplant  industry,  long  st 
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Registering  Domain  Names 

One  by  One 

Is  Like... 


>\i 


[Fortunately/there's  a  better  way.  ] 


Tired  of  the  high  costs  and  hassles  of  domain  registration? 
Mow  them  down  with  BulkRegister.com. 
The  more  you  register,  the  more  you  save. 

BulkRegister.com, 

^THE  B2B  REGISTRAR  ^^ 


There's  less  of  a  need  to  die  waiting  for 
a  kidney  from  a  cadaver.  Better  medi- 
cine is  bringing  in  more  living  donors. 


kidney  transplants 
erformed  since  1988, 


transplants  using  kidneys 
living  donors. 


of  transplants  used  living 
donors  in  1999  vs.  22%  in  1989. 

Source:  UHOS. 


fled  by  the  federal  government.  Some 
3,000  kidney  patients  die  each  year 
while  on  the  waiting  list  maintained  by 
UNOS,  the  rogue  cartel  that  monopo- 
lizes the  harvesting  and  rationing  of 
organs  from  patients  who  have  died 
(FORBES,  Nov.  1,  1999). 

"To  the  extent  [living]  people  can 
donate,  we  can  avoid  a  lot  of  bureau- 
cracy and  move  on,"  says  James  P. 
Marzano,  52,  a  kidney  donor  and 
founder  of  Nephros,  a  Chicago  not-for- 
profit  to  promote  kidney  exchanges. 

Ten  years  ago  living  donors  were 
scarce.  Doctors  usually  required  a  rela- 
tive who  matched  closely  on  a  test  of 
human  leukocyte  antigens,  the  mark- 
ers the  immune  system  uses  to  distin- 
guish foreign  flesh.  Surgery  required 
months  of  recuperation  for  donors.  So, 
though  it  was  safe,  with  fewer  than  3 
deaths  per  10,000  donors,  few  people 
even  came  forward  to  be  tested  for 
a  match. 

Why  is  the  organ  swap  movement 
gaining  steam  now?  Great  strides  in 
medical  technology  have  given  living 
donation  a  big  boost.  Surgeons  are 
mastering  less  invasive  laparoscopy 
techniques,  which  lead  to  faster  recov- 
ery times.  At  the  same  time,  re- 
searchers have  developed  better  antire- 
jection  drugs — such  as  Fujisawa's 
Prograf  (tacrolimus),  Wyeth-Ayerst's 
Rapamune  (rapamycin)  and  Roche 
Laboratories'  CellCept  (mycopheno- 
late  moletil). 

With  these  drugs,  even  a        irly 
matched  living  kidney  performs  ; 
as  well  as  a  perfectly  matched  so-c. 
cadaveric  kidney,  provided  donor  an 
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recipient  pass  the  "cross  match,"  a  test 
in  which  the  donor's  blood  cells  are 
mixed  with  the  recipient's  to  see  that 
the  donor's  survive. 

As  a  result,  the  use  of  living  kidney 
donors  more  than  doubled,  from  1,903 
in  1989  to  4,432  last  year.  That  put 
35%  of  the  supply  outside  federal  con- 
trol, compared  with  less  than  22%  a 
decade  earlier. 

The  rate  is  bound  to  speed  up  as 
doctors  prod  patients  to  comb  their 
card  files  instead  of  relying  on  the 


icantly  risk  shortening  life,"  sal 
Robert  Veatch,  a  Georgetown  UnivJ 
sity  ethicist. 

At  the  University  of  Washingt J 
swap  this  summer,  doctors  have  set  J 
an  elaborate  procedure  to  make  sua 
nobody  gets  cold  feet.  There,  each  I 
two  women  have  agreed  to  let  doctci 
harvest  one  of  her  kidneys  and  instl 
it  in  the  other  woman's  sibling.  It'll  I 
a  simultaneous  four-way  exchanJ 
with  four  operating  rooms,  each  staff! 
with  a  surgeon,  a  resident,  an  anesth 


waiting  list.  "All  you  need  is  a  negative     siologist  and  two  nurses.  Program 
cross  match  and  compatible  blood     rector  James  Perkins  expects  to  do  t 


types,"  notes  Seattle-based  surgeon 
Christopher  Marsh. 

Despite  the  medical  advances, 
most  doctors  continue  to  simply  dis- 
miss the  10%  to  20%  of  living  donors 
who,  like  Knox,  prove  incompatible 
with  their  intended.  After  all,  they 
have  no  way  of  knowing  of  a  suitable 
pair  at  another  hospital.  Anyway,  is  it 
ethical  to  broker  such  a  deal?  To  sub- 
ject the  donor  to  the  risk  of  surgery 
without  direct  benefit  to  the  donor,  vi- 
olating the  physician's  credo  to  do  no 
harm?  What  about  liability  if,  say,  the 
first  pair  to  receive  refuses  to  recipro- 
cate? Jeffrey  Kahn,  a  bioethicist  at  the 
University  of  Minnesota,  is  among 
those  who  believe  that 
swapping  organs 
would  violate  a  1984 
federal  law  prohibit- 
ing trafficking  in  liv- 
ing tissue. 

But  more  doctors 
are  growing  comfort- 
able with  swaps.  They 
say  that  swaps  don't 
violate  the  1984  law 
because  no  money 
changes  hands.  And 
they  say  there's  no 
ethical  problem,  pro- 
vided the  donor  un- 
derstands what  he's 
agreeing  to.  "Live 
donor  swaps  are  ac- 
ceptable, provided  the 
donors  give  informed 
consent  and  the  do- 
nation doesn't  signif- 


Great  strides  in 

medical 

technology 

have  given 

living  donation 

a  boost.  Plus, 

researchers 

have  developed 

better 

antirejection 

drugs- 


to  15  kidney  swaps  each  year  after  th 
The  plan  in  Washington,  D. 
which  involves  a  consortium  of  sev 
area  hospitals,  is  even  more  radical, 
someone  donates  a  kidney  to  a  don 
pool,  the  consortium  will  allow  t 
spouse  or  other  designated  recipient 
move  higher  on  UNOS'  local  D. 
queue  for  a  cadaveric  kidney. 

Is  that  fair  to  others  on  the  li 
such  as  those  with  no  willing  or  al 
family  or  friends?  Yes,  says  Veatch,  w 
vetted  the  plan.  When  you  bring  it 
living  donor,  he  says,  you're  helpi 
other  kidney  patients  by  taking  o 
person  off  the  recipient  list  witho 
depleting  the  supply. 

Washington,  D. 
hospitals  also  plan 
pool  kidneys  donat 
by  anonymous  perso 
who  are  willing  to  gi 
one  to  a  stranger  wit 
out  compensatk 
Though  dozens  of  su 
Good  Samaritans  vc 
unteer,  there's  nev 
been  a  way  to  pa 
them  with  recipients 
Surgeon  Jimmy 
Light  notes  that  if  ji 
one  American 
10,000  were  to  volu 
teer  a  kidney,  it  wot 
wipe  out  the  waitii 
list.  Ultimately,  the  or 
way  to  balance  supp 
and  demand  is 
deregulate  the  mark* 
Is  this  a  first  step? 


jr  Charles  de  Gaulle  Hub,  Paris. 

jcause  making  faster  connections  makes  a  smaller  world. 

ve  designed  the  Air  France  hub  at  Charles  de  Gaulle  to  offer  passengers  the  fastest  and  most  efficient 
i    ort  in  Europe.  With  convenient  flight  schedules  that  allow  you  to  connect  in  as  little  as  45  minutes, 
i  more  multi-lingual  service  representatives  to  speed  you  on  your  way.  And  with  service  to  over  230 

n  88  countries.  For  more  information,  call  Air  France  at  1-800-237-2747  or  visit  www.airfrance.com. 
)uld  make  a  world  of  difference  to  your  trip. 

■ant  flyer  program  partners  include  Continental  Airlines  and  Delta  Air  Lines. 
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Making  the  sky  the  best  place  on  earth 


competitors 
lost  sight  of 
what  kids 
really  want 
tinder  the 
Christmas 
tree. 


BY  KELLY  BARRON 

WHILE    IT'S    LII  NO 

ever 
heard  of  Patricia  Bora- 
hop  E  tO 
:he       Orange 
County;  Calif,  mother  of  three.  Two 

-  ago  her  7-year-old  son 
a  Gc  :  sort  oi  pipsqueak  laptop 

that  uses  flashing  lights  and  a  svnthe- 

-ime  that 
asks  questions  about  wild  animals  and 
geography 

Today  the  gadget  sits  ignored  in  the 
family's  giveaway  bin,  while  the  com- 
pany that  makes  it.  Educational  In- 
sights, is  bleeding  cash. 

"I  didn't  replace  the  batteries  be- 
cause my  kids  didn't  miss  it,"  says 
Bornhop  of  the  technology- laden  toy. 
"A  deck  of  cards  is  real  hot  in  our 
house." 

An  even  bigger  hit  is  dad  -  25-year- 
old  game  of  Battleship.  Li 
from  a  dusty  box  in  the  garage  i 
cent  rainy  Sunday,  Bornhop's  I 
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played    the   board    game    for 
eight  hours  straight.  She  had  to 
search  the  Internet  to  find  extra 
ic  ships. 

"A  lot  of  companies  don't 
seem  to  get  it:  It's  not  the  tech- 
nology that  sells  a  toy,  it's  the  play- 
value,  and  sometimes  a  toy  with  no 
technology  is  better."  says  Todd  Wiener, 
president  oi  TechTrends,  a  Boston- 
based  toy  and  electronics  consultancy. 
"This  is  a  sillv  phase  where  companies 
are  trying  everything." 

Lured  by  cheap  microchips  and 
grasping  for  higher  profits,  toy  compa- 
nies have  bet  billions  of  dollars  on  tech- 
nology for  toys.  But  they've  seriously 
misjudged  kids'  interest  in  gadgetry 
and  ignored  a  basic  fact:  Inexpensive, 
old-fashioned  toys  are  still  hot. 

Mattel,  oi  all  companies,  should 
have  known  better.  lust  as  its  disas- 


Dog  eat  dog: 
Hasbro's 
Poo-Chi  is 
one  of  ten 
robotic  dogs 
unleashed 
this  year. 


most-popular-selling  toy,  bafl 

on  unit  sales.  Number  two:  Bfl 

\  Smith's  64-cent,  24-pfl 

of  Crave      :         ns.  Sure,  thfl 

are  the  annoyingly  ubiquitcA 

Pokemon  items  among  the  tifl 

sellers,  but  most  of  those  are  gloriffl 

trading  cards. 

-.sidenng  that  parents  still  cm 
trbl  the  purse  strings,  albeit  tenuoufl 
the  extortive  price  of  high-tech  g» 
getrv  has  something  to  do  with  m 
perennial  popularity  of  old-fashiorfl 
-  as  does  the  fleeting  attention  spi 
of  most  kids. 

Another  explanation  is  simp 
enduring  and  endearing  patterns! 
play.  Despite  the  dairy  assault  on  thfl 
developing  brains  from  mindless  tefl 
vision  and  cynical  marketing,  childfl 
haven't  lost  a  desire  to  nurture,  eng* 
with  other  kids  and  discover  their  ow 
trous  S3. 5  billion  acquisition  of  The  worlds.  Any  high-tech  toy  that  s\M 
learning  Co.  was  going  down  in  plants  a  child's  imagination  with  flafl 
flames  last  year,  its  52-vear-old  line  of  ing  lights  is  soon  abandoned. 
85-cent  Hot  Wheels  cars  was  still  the  "The  essential  nature  of  play  occ 
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Sarah  loves  saving  time  and  money. 
Oddly  enough,  so  does  her  insurance  agent. 
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Online  auto  insurance  in  minutes.  No  agent  required. 

Quote  it.  Buy  it.  Print  it.  Esurance  puts  you  in  control  of  the  entire 
Wuto  insurance  process,  so  you  save  time  and  money.  You'll  find 
jhe  exact  coverage  you  need,  get  a  great  price,  even  print  your  own 
■"oof  of  insurance  card.  Visit  esurance.com  or  call  800-926-6012. 
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esurance.com 


J         5>4 

IntraLinks 


the  new  digital  workspace 


dare  > collaborate  >  ignite  > go  www.intralinks.com 


mqi  y 

in  the  child's  mind,"  says  ( Ihristophei 
Byrne,  editoi  of  the  Toy  Report  newslet- 
ter. Adds  fakks  Pacific  President 
Stephen  Berman,  who  makes  a  su< 
lul  line  oi  licensed  action  figures:  "Kids 
nisi  wan!  simple  fun 

Mattel  learned  thai  lesson  painfully 
with  The  1  earning  ( !o.,an  educational- 
software  maker.  The  original  strategy 
was  to  jazz  up  M  ittel's  core  brands  like 
Barbie  with  software  extensions.  There 
was  also  the  hope  that  The  I  earning 
Co.'s  tired  but  well  known  characters 
such  as  Carmen  Sandiego  could  be  ex 
ploited  as  toys,  too.  Bui  Mattel  over 
looked  the  rampant  rebating  that  is 
necessary  to  move  the  merchandise  in 
that  business.  Former  Mattel  chid  exec 
utive  nil  Barad  paid  the  price  of  her  job 


espite  mindless  television  and  cynic! 
marketing,  children  haven't  lost  a  I 

desire  to  discover  their  own  worlds! 


lessly  announced  the  first  toy  from  its 
ActiMates  division:  a  $335,  14,000- 
word-vocabulary,chattering-and-mov- 
ing  Barney  doll  that  could  be  hooked 
up  to  a  television  or  PC,  enabling  a  kid 
to  play  interactive  games.  In  response, 
the  grating  purple  dinosaur  dutifully 
repeated  "friendship  phrases"  like  "You 
did  a  great  job!"  The  same  can't  be  said 
toi  Microsoft.  Realizing  it  was  unlikely 
to  repeat  a  Windows-like  success  in 
to)  5,  Microsoft  last  year  abandoned  tov 


Toying  With  Technology 

The  gec-whiz  of  technology  hasn't  replaced  the 
simple,  inexpensive  fun  of  old-fashioned  toys. 
Below  are  the  top-selling  toys  for  1999  by  units, 
excluding  videogames. 


Toy/manufacturer 


Price 


1.  Hot  Wheels  Basic  Car  Mattel 


$0.85 


2.  Crayola  Crayons  (24  pack)  Binney  &  Smith  0.64 

3.  Pokomon  Booster  Packs  Wizards  of  the  Coast  3  10 
4  Matchbox  Vehicle  Assortment/Mattel                     0.86 


5.  Pokemon  Fossil  Booster  Pack/Wizards  of  the  Coast  3.37 

6.  Pokemon  Booster  Pack  Wizards  of  the  Coast  3.18 

7.  Star  Wars  Episode  1  Figure  Assortment/Hasbro      6.80 

8.  Color  Pencils  (12  pack)  Binney  &  Smith 

9.  Furby  Assortment  Tiger  Electronics 


1.22 


10  Geld  Crayons  (24  pack)  Rose  Art 


28.31 
060 


fbi  the  fiasco.  I  let  replacement,  Robert 
Eckert,  now  has  the  task  of  washing 
Mattel's  hands  oi  interactive  software 
In  o\  ei  seeing  the  sale  of  the  unit 
It  will  be  a  tough  sell.  Educational 

software  sales  plummeted  20%  tot  the 
fust  tluee  months  of  tins  year,  accord 
ing  to  PC  Data. 

"That  wouldn't  last  ten  minutes," 
sniffs  baby-sittei  R  ichel  .'ell,  15,  as  she 
warit)  shops  at  the  Santa  Monica,  Calif, 
toys  "R"  Us  and  looks  at  a  Barbie  CD 
ROM  that  designs  finge  nail  stickers. 
She  says  the  kids  she  bain  sits  p 
simple  art  projects. 

Mattel  shares  its  dubious  h  \  h 

toy  track  record  with  distingi 

company.  Microsoft  m  1997  bie. 
144    P  O  a  B  B  S  •  Kum  12.  MM 


manufacturing  in  ia\oi  oi  licensing 

deals  with  outside  to)  outfits. 

Microsoft  Cofounda  m\>.\  billionaire 
Paul  Allen  hasn't  laied  an\  better.  Mien 
sank  some  oi  his  nuiltibillion-dollar 

fortune  into  Zowie  Intertaininent,  a 

Startup  that  sold  complicated  pla\  set! 
that  connected  to  computers  and  al- 
lowed kids  to  manipulate  an  interactive 
game  Attei  a  lukewai  m  response  to  the 
150  games,  Mien  unloaded  Zowie  on 
the  venerable  Danish  toymakei  LEGO, 
which  plans  to  use  Zowie's  brainpowei 
to  develop  its  own  tech  tens  Even 
admits,  however,  that  about  30%  of  the 
buyers  fbi  its  sophisticated  Mindstorms 
robotk  tens  are  adults. 

But  like  moths  to  a  digital  Same, 


they  can't  help  themselves.  Int 
year  teamed  up  with  Mattel  to  n 
$100  digital  microscope  that  cad 
hooked  up  to  a  computer.  Though ; 
ents  stocked  up  on  the  contraptior 
holiday  season,  the  microscope  I 
since  been  discounted  to  $70. 

Blame  some  of  the  misdirecte 
thusiasm  on  cheaper  microchips,  \v| 
in  theory  enable  toy  companiej 
make  tech  toys  less  expensively  anc 
them  at  margins  of  50%  and  up.  I 
once  the  "wow"  factor  diminishesj 
gizmos  beat  a  quick  path  to  the  bot 
of  the  closet.  Hasbro,  for  instancej 
pects  the  once-sizzling  sales  of  its  FxJ 
talking  plush  toys  to  ease  off  this  ye 

To  replace  Furby  sales  Hasbri 
touting  a  robotic  dog  called  Poo- 
promoting  it  at  the  recent  E3  Electraa 
Entertainment  Expo  in  Los  Angos. 
Tap  the  little  plastic  pooch  on  the  hai 
and  it  responds  with  "realistic  ei»» 
tional  responses"  (i.e.,  its  eyes  lights? 
in  heart  shapes  signifying  happin^J 
The  clincher  is  the  nurturing  featre 
and  a  low-tech  price  of  $30.  Andji 
soiled  carpets.  The  dog  pound  wilae 
crowded,  though:  Nine  other  coma 
nies  will  peddle  robotic  dogs  this  \a. 
including  Mattel's  Fisher-Price  unit 

"  technology  for  technology's  sakil 
a  load  to  disaster,"  admits  Roger Sr* 
man,  president  of  Tiger  Electronics,* 
division  of  I  lasbro  that  makes  Poo-Cfci 

But  no  mechanical  dog  can  rep 
what  even  Hasbro  admits  is  the  lasts 
M\d  somewhat  surprising  popularit  x 
such  classic  games  a>  Monopoly,  Ca  h 
I  and  and  Que,  all  o(  which  were  b'H 
before  many  o(  toda)  s  young  pares. 
Sales  of  its  30  most  popular  class 
board  games  rose  6%  last  year.  E  r 
perennials  like  Play  Poh  and  the  Etf 
bake  Oven  still  post  healthy  sales. 

Meanwhile,  sales  of  the  compa 
interactive  software  names  fell  42%« 
I '  !  million  in  the  first  quarter. 
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Total  Solutions  for  the 
Digital  Revolution 


Business 


As  promised,  the  tech- 


nological revolution  has  radically  altered  business  life  —  but  in  ways  no  one  could 
have  predicted.  Competition  is  so  intense  that  leadership  of  new  products,  once 
measured  in  years,  is  now,  in  some  cases,  measured  only  in  weeks.  Businesses 
that  once  could  bank  on  brand  alone  to  sell  products  are  finding  themselves 
challenged  on  both  price  and  quality  by  competitors  that  spring  seemingly  from 
nowhere.  What  is  more,  the  e-business  economy  has 
spawned  companies  with  no  profits  but  that  nonetheless 
command  huge  market  valuations.  How  can  companies 

Microsoft 

survive  in  this  ever-changing,  often  paradoxical  terrain?  Windows 2000 
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management    in   the 
digital    revolution,    a 
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WHe  the  titans  of  the  old 
economy  reckon  with  the   new 
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to  the  day  when  e-business 
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measure,  the  Internet  economy 
exploded  between  1995  and  1999. 
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of  business   transacted   over   the 
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and  general  manager  of  the  business 
connectivity  group  at  3Com.  'However. 
:••  3-3  .33-  I.::  -;  3.-33-3  3  :-e:  .-- 
that  number  could  be  $1.3  trillion. 
That's  $2  mason  a  minute.  24  hours  a 
day.  seven  days  a  week.  365  days  a 
year.*  In  adoption,  between  a  third  and 
a  half  of  this  commerce  wiH  occur  out- 
3  :e  :_3  --:     :.   -     =  ■:     g. 

what  was  once  seen  as  an  unalterable 
constraint  the  business  dav    "So 
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figur  ng  out  now  to  carve  out  its  share. 

In  this  business  environment 
companies   need  their  information 

ToJogy  (IT)  systems  to  handle  the 
unexpected:  the  future.  To  enable 
this.  Microsoft  createa  Windows 
2000.  Many  companies  are  already 

g  the  new  operating  system  and 
praise  it  for  setting  ne*  standards  for 
flexibility,  scalability,  reliability  and 
manageability. 


•    Ill 


The 

Windows  2 

Advantage 


In  a  very  real  sense,  flexibility  is  criti- 
cal for  companies  that  are  finding  that 
the  perfect  business  model  is  elusive 
in  a  dynamic  environment  As  a  result 


becomes  crucial,  therefore,  to  selet 
technology  that  supports  unexpect* 
detours.  *We  advise  our  clients  i 
look  for  platforms  that  provide  a  grep 
deal  of  flexibility  because  your  bus 
ness  model  is  likely  to  changt 
Windows  2000  is  clearly  going  to  pr<- 
.  :e  -/a: ' 

Butt  to  Fit 

With  its  suite  of  operating  systems  H 
from  Windows  2000  Professional  fq 
the  desktop  up  to  Windows  20C* 
Datacenter  Server  for  the  very  larges 
data  centers  —  Microsoft8  Window] 
2000  works  equally  well  for  large  coj 
porations  with  a  vast  network  d 
operations,  midsize  companiel 
that  are  boldly  establishing  I 
global  presence  for  themselve: 
small  companies  and  individual 
Built  on  Windows  NT"  techi 
gy.  the  Windows  2000  platform 
the  business  operating  system 
the  next  generation  of  PC  computi 

With  built-in  Web  and  applic 
tions     services.     Internet-standai 


While  the  titans  of  the  old  economy  reckon  with  the 
new  economy,  many  are  looking  ahead  to  the  day  when 
e-business  becomes  a  true  juggernaut. 


more  organizations,  both  new  and  old 
econorr .  rerimenting  with  their 

business  models  and  trying  to  antici- 
pate revisions  in  the  future,  according 
to  Kirk  Klasson.  vk*  president  of 
strategic  solutions  at  Cambridge 
Technology  Partners.  *0nce  you  codh 
B  business  model  and  start  to 
make  technological  selections  and 
choices  about  it.  you  begin  to  set  the 
model  in  concrete.*  says  Klasson. 
"This  is  going  to  limit  the  degree  of 
freedom    you    have    later    on.'    It 


security  and   record-breaking  perforM 
mance  at  a  low  cost.  Windows  200(1 
Server  was  designed  for  doing  busr 
ness  on  the  Internet.  It  easily  scale* 
from  one  or  two  servers  with  a  fern 
dozen  clients  to  hundreds  of  server* 
and  thousands  of  clients.  Another  o# 
its  hallmarks  —  reliability  —  mean  J 
that  PCs.  laptops  and  servers  stay  up) 
and  running.  Windows  2000  was  built 
to  enable  companies  to  take  advan-j 
tage  of  the  latest  hardware,  from  thfll 
smallest  mobile  devices  and  laptops) 


e-Procurement? 


Two  Choices. 


choice 


ClarusDirect":   Free  Trade  Model 

•  Direct  Buyer/Seller  Relationship 

•  No  Fees 

•  More  You  Use,  More  You  Save 

Internet  Model:  Open,  Direct, 
Fast,  Streamlined 

•  Breakthrough  Direct  Model 


All  the  Others:   Middleman  Model 

•  Vendor-Controlled  Trading 

•  Pay  Per  Transaction 

•  More  You  Use,  More  You  Pay 

•  Counter  Internet  Model:  Closed, 
Proprietary,  Slow,  Vendor-Controlled 

•  Old  Model 


CLA-RUS 

The  Clear  Alternative  in  e-Commerce 


Clarus"  eProcurement        1-800-437-0734       www.claruscorp.com 


ADVERTISE  ME  N  T 


to  the  largest,  most  powerful  servers 
for  e-commerce. 

The  Windows  2000  family  was 
designed  in  four  versions  to  meet  the 
needs  of  businesses  of  every  size  and 
scope.  These  offerings  make  scalabil- 
ity, or  incremental  deployment,  possi- 
ble, so  a  company  can  start  small  and 
expand  its  system  to  meet  evolving 
needs. 

B»  Windows  2000  Professional  is 
the  operating  system  for  business 
desktops  and  notebook  computers.  It 
is  13  times  more  reliable  than 
Windows  98  and  has  new  features 
that  make  working  on  your  laptop  feel 
like  you  never  left  your  office. 
■p  Windows  2000  Server  is  suited 
for  individual  departments  and  small 
businesses.  It  lets  organizations 
securely  and  cost-efficiently  Internet- 
enable  their  business.  New  Active 
Directory™  service  allows  easy  man- 
agement of  all  network  resources. 
■^  Windows  2000  Advanced 
Server  is  the  mainstream  server 
offering.  It  is  designed  for  e-com- 
merce and  line-of-business  applica- 
tions. Availability  and  scalability 
features  support  higher  volumes  of 
users  and  more  complex  applica- 
tions. Clustering  capabilities  ensure 
the  highest  degree  of  uptime  for 
demanding  e-commerce  sites. 
E*  Windows  2000  Datacenter  Server 
is  the  highest-end  server  product  that 
fully  enables  e-commerce.  It  has  all  the 
features  of  Advanced  Server  plus 
greater  processing  and  memory  capa- 
bilities to  meet  the  needs  of  intensive 
online  transaction  processing,  large 
data  warehousing  and  large  Internet 
and  application  service  prov      rs. 

Speed  and  reliability  <.  priori- 
ties for  ThinkDirectMarketing.,      i,  a 


company  that  provides  small  and 
medium-size  businesses  with  afford- 
able, online  access  to  mailing  lists, 
which  contain  more  than  100  million 
listings  within  their  ThinkDirectMail 
geographic  product.  "Windows  2000 
allows  us  to  provide  the  support 
mechanisms"  needed  to  manage  that 
quantity  of  information,  says  Dean 
Ross  Eaker,  company  president  and 
CEO.  "Our  customers  want  to  retrieve 
lots  of  data  instantly  on  a  24/7  basis, 
and  time  is  money  to  these  people. 
With  Windows  2000,  our  real-time 
delay  is  two  seconds  or  less.  We  are 
migrating  our  entire  platform  to 
Windows  2000  to  make  sure  that  as 
we  grow  our  subscriber  base,  our  sys- 
tem is  up  and  running  and  providing 
services  to  end  users." 

The  Age 

of  Digital 
Prosperity 

The  rapid  economic  expansion  in  the 
information  age  has  been  based  on 
several  underlying  drivers  of  growth: 
computation,  storage  and  bandwidth. 
All  three  continue  to  grow  exponen- 
tially, which  will  have  a  significant 
impact  on  the  future  of  digital  pros- 
perity. "If  capital  continues  to  be  avail- 
able to  new  enterprises  that  are 
exploiting  new  technologies,  then  the 
pace  of  change  will,  if  anything,  accel- 
erate," says  Rich  Karlgaard,  publisher 
of  Forbes  Magazine  and  conference 


keynote  speaker. 

Of  the  three  drivers  of  growth, 
computation  —  in  the  form  of  micro- 
processors —  is  doubling  every  18  to 
24  months  and  is  expected  to 
improve  by  between  500  and  1,000 
times  over  the  next  10  years.  "We're 
just  passing  the  point  where  we're 
doing  billion-instruction-per-second 
microprocessors,"  says  Karlgaard. 
That  means  microprocessors  at  the 
end  of  this  decade  will  be  performing 
these  instructions  in  the  half-trillion  to 
trillion  rate.  Information  storage  tech- 
nology is  doubling  faster  —  every  12 
months.  And  bandwidth  faster  still  — 
at  a  rate  of  every  four  to  six  months. 
"In  any  kind  of  business  model,  you 
always  want  to  exploit  the  most  abun- 
dant and  fastest-growing  resources 
around,"  says  Karlgaard.  "You  want  to 
harness  your  ship  to  this  vast  rocket." 

This  expansion  in  technology, 
Karlgaard  says,  will  create  an  explo- 
sion of  "intelligent"  devices  —  from 
wireless  telephones  to  digital  televi- 
sions —  that  have  microprocessing 
chips  embedded  in  them.  The  result 
will  be  an  equally  enormous  expan- 
sion of  information,  about  everything 
from  consumer  habits  to  price 
changes,  which  will  cause  markets  to 
grow.  Transaction  costs  will  drop  as 
well,  and  the  combination,  says 
Karlgaard,  will  be  a  prescription  "for 
variable  pricing  to  overtake  just  about 
every  business  model  that  you  can 
think  of." 

Obviously,  this  points  to  a  radical 
makeover  of  the  business  world,  one 
where  consumers  have  power  over 
producers  to  demand  the  best  prod- 
ucts at  the  lowest  prices.  "The  com- 
ing century  is  going  to  be  a  great 
century  for  consumers,  but  it's  going 


biggest  threat  to  network  security  and 
rformance  isn't  outside  your  firewall. 
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It's  inside  your  company. 


3Com's  new  EtherLink® 10/100  PCI 
Network  Interface  Card  with  3XP 
processor  and  encryption  delivers 
protection  and  performance. 

A  recent  survey*  shows  that  41%  of 
security  breaches  are  internal— where 
the  firewall  has  no  effect.  Of  course, 
protecting  your  LAN  from  the  inside  has 
typically  resulted  in  slowing  it  down.  But 
now  you  no  longer  have  to  make  the 
choice  between  system  performance  and 
network  protection. 

Our  newest  generation  of  e-Network 
NICs  includes  a  high-speed  co-processor 
and  on-board  encryption  chip— leaving 
the  host  CPU  free  to  process  user  applica- 
tions. These  features  result  in  radically 
improved  system  performance  and 
simpler,  more  effective  data  security 
Designed  to  encrypt  all  local  traffic  all 
the  time,  they  deliver  transparent  protec- 
tion against  internal  threats.  Developed 
in  collaboration  with  Microsoft®  our  new 
NICs  also  reduce  CPU  utilization  by  up  to 
33%  when  running  Windows®  2000. 

Empower  your  business  with  this 
e-Networks  solution.  Order  your  EtherLink 
evaluation  unit  now  for  just  $59  or,  to 
get  more  facts,  visit  us  on  the  web  at 
www.3com.com/products/nics 
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to  be  a  tough  world  for  producers," 
says  Karlgaard.  To  succeed  in  the 
future,  companies  will  have  to  rely  on 
speed  and  the  smartness  of  their 
employees.  "That's  why  I  think  that 
new  economy  companies  have  a  huge 
advantage  over  old  economy  compa- 
nies," says  Karlgaard.  "Old  economy 
companies  are  going  to  have  to  figure 
out  a  way  to  tap  the  talent  base  that 
is    now    leaving   them    in    droves." 

Before  moving  into  this  bold  future  of 
the  new  economy,  however,  some 
basic  issues  have  to  be  tackled  along 
the  way  —  principally,  how  to  guaran- 

Mastering 

Digital 
Business 

Service,  Speed, 
Support,  Security 

tee  the  security  of  transactions  and 
company  data  and  protect  customers' 
privacy.  "Security  is  much  more  than 
providing  a  firewall  at  your  Internet 
gateway,"  says  Greg  Smith,  director  of 
product  marketing  at  Check  Point 
Software  Technologies.  "It  can  no 
longer  be  an  afterthought  when 
designing  a  network,"  says  Smith. 
Robust  security  has  to  be  layered  into 
the  network  "anywhere  you  have  an 
untrusted  network  segment  or 
untrusted  users." 

That  becomes  a  challenge  as 
companies  extend  that  security 
perimeter  to  partners,  suppliers  and 
remote  and  mobile  employees  in 
small  offices  or  at  home.  "Because 
they're  connected  to  the  Internet  on 
an  always-on  basis,  they  provide  a 


very  easy  target  for  hackers,"  says 
Smith.  "It's  almost  trivial  to  gain 
access  to  that  machine  and  then 
commandeer  that  connection  into  the 
corporate  network."  The  only 
defense,  he  says,  is  to  push  security 
out  to  these  weak  links,  the  remote 
or  mobile  users,  so  they  can  be 
authenticated  when  connecting  to  the 
corporate  network.  For  these  rea- 
sons, "security  will  continue  to  be  a 
critical  component  in  any  e-business 
infrastructure,"  says  Smith. 

"One  of  the  features  of  Windows 
2000  that  has  been  enhanced  con- 
siderably is  security,"  says  Werner  of 
3Com,  who  adds  that  the  threat 
comes  not  just  from  external  hackers, 
but  internal  ones  as  well.  "Studies 
have  shown  that  two-thirds  of  security 
break-ins  are  actually  within  the  enter- 
prise, not  in  the  wide  area  network," 
says  Werner.  To  block  this,  companies 
often  rely  on  encryption,  but  this  can 
have  the  adverse  effect  of  slowing 
down  the  network  performance.  To 
balance  this,  says  Werner,  "we've 
developed  a  product  with  Microsoft 
that  offloads  the  processing  of 
encryption  tasks  from  the  central 
processor  within  a  client  onto  the  net- 
work connection,"  which  greatly  multi- 
plies the  wire  speed  of  a  secure 
intranet.  "So  something  to  think 
about  when  implementing  Windows 
2000  and  security  is  the  effect  it  has 
on  the  performance  of  your  network." 

Another  crucial  aspect  of  the 
Windows  2000  platform  is  its  scala- 

—  the  ability  to  expand  to  meet 
fi    ire  needs  and  connect  with  cus- 


tomers and  suppliers.  "We  find  that 
Windows  2000  provides  the  large- 
scale  scalability  that's  sufficient  for 
companies  of  any  size  at  this  point," 
says  Robert  Runge,  vice  president  of 
marketing  at  Pivotal  Corp.  "We're 
exploiting  every  new  aspect  of 
Windows  2000,  particularly  the  scala- 
bility and  reliability  features.  These 
enable  us  to  go  to  the  world's  largest 
corporations  and  provide  solutions 
that  we  benchmarked  at  up  to  20,000 
concurrent  users  over  the  Internet 
with  subsecond  response  rates  in  per- 
formance." 

The  first  company  to  fully  deploy 
Windows  2000  globally  was  ePresence 
(formerly  Banyan  Worldwide).  As  the 
company  expands  through  acquisitions 
of  other  firms,  "we  wanted  to  be  sure 
we  had  a  scalable  and  stable  infra- 
structure that  we  could  roll  out  inter- 
nally, while  gaining  knowledge  that  will 
benefit  our  customers  as  we  help  them 
deploy  Windows  2000,"  says  Bob 
Burke,  president  of  ePresence 
Solutions.  "Our  employees  all  over  the 
world  have  the  capabilities  they  need  in 
terms  of  remote  computing,"  which  the 
operating  system  provides. 

For  Clarus,  Windows  2000's  inte- 
grated platform  brought  a  strategic 
advantage.  When  the  company  devel- 
oped Clarus  eMarket,  its  application 
framework  for  a  digital  marketplace, 
Clarus'  technical  workers  discovered 
that  they  could  bring  the  product  to 
market  in  half  the  time  with  Windows 
2000  compared  with  other  technolo- 
gies. "That  had  everything  to  do  with 
the  breadth  of  capabilities  that  the 
integrated  platform  brought  to  us  for 
our  marketplace  and  for  our  applica- 
tion," says  Steve  Jeffery,  the  compa- 
ny's chairman,  CEO  and   president. 


"Speed  and  execution  are  critical: 
Anything  that  can  help  you  get  there 
faster  —  and  in  getting  there,  do  it 
better  —  is  critically  important  in  this 
environment." 

Information  via  the  Internet  is  the 
defining  characteristic  of  our  time,  but 
what  exactly  does  that  mean  for  busi- 
nesses? In  a  nutshell,  the  Internet 

Information 
Access 

in  the 
21st  Century 

reduces  the  cost  of  information  and 
executing  transactions;  it  lowers  the 
barriers  to  entry,  especially  for  small 
companies  and  start-ups.  For  buyers 
and  sellers  alike,  access  to  informa- 
tion makes  it  easier  to  compare 
prices,  deal  more  directly  with  one 
another  and  eliminate  layers  of  mid- 
dlemen. Used  optimally,  information 
means  that  companies  can  evolve  at  a 
startling  rate  —  with  the  result  that 
competitors  can  spring  unforeseen 
from  just  about  anywhere,  driving  the 
cost  of  your  own  product  downward. 

"Today,  if  you  don't  have  a  strat- 
egy for  the  price  of  your  product 
being  priced  at  zero  dollars,  you 
don't  have  a  strategy  for  the  age  of 
information  access,"  says  Alden 
Globe,  vice  president  of  Senseiis.  To 
survive,  he  says,  each  company  must 
ask  itself,  "Who  are  we  today  as  an 
organization,  and  how  are  we  going 
to  compete  in  this  environment  that 
is  dawning  so  quickly?" 

In    answering   this,   companies 


first  need  business  strategies  that 
can  adapt  to  continual  change  —  and 
today,  it  is  IT  that  drives  these  strate- 
gies, not  the  reverse.  But  sluggish- 
ness in  making  and  implementing 
decisions,  particularly  with  regard  to 
IT,  can  imperil  a  company  by  causing  it 
to  miss  rapidly  shrinking  windows  of 
opportunity.  Speed  is  critical  —  the 
speed  with  which  "to  absorb,  man- 
age, deploy  and  use  the  technology," 
says  Peter  Conway,  director  of 
Windows  marketing  at  Microsoft. 

Concurrently,  business  spending 
on  IT  —  from  computers,  software 
and  telecoms  —  is  growing,  and  com- 
panies want  to  be  sure  that  these 
investments  bring  gains  in  productivi- 
ty and  profits.  But  again,  the  time 
spent  conducting  a  return-on-invest- 
ment   (ROI)   analysis   can    result   in 


extensive  ROI  studies,"  says  Paul 
Borrill,  vice  president  and  chief  tech- 
nology officer  for  VERITAS  Software. 
"How  much  analysis  do  you  need 
before  you  realize  that  you're  into 
paralysis?  It's  just  not  an  effective 
way  to  learn.  The  only  way  to  under- 
stand and  learn  and  gain  that  instinct 
for  what's  really  happening  is  by  get- 
ting on  with  it  and  doing  it,"  rather 
than  planning  extensively. 

Nevertheless,  companies  need 
to  find  a  balance  between  fiscal 
responsibility  and  speed.  A  certain 
level  of  ROI  is  imperative,  but  compa- 
nies shouldn't  get  snagged  by  focus- 
ing on  payback  for  hardware  and 
software  expenditures,  says  Jim 
Mackay,  chief  technology  officer  at  i2 
Technologies.  "It's  more  a  matter  of 
making  sure  that  what  you're  doing  is 
increasing  your  business  ...  We  do 
quite  a  bit  of  ROI  for  companies  to 
determine  how  quickly  we  can  reduce 
cycle  times  and  inventory." 


"Today,  if  you  don't  have  a  strategy  for  the  price  of  your 
product  being  priced  at  zero  dollars,  you  don't  have  a 
strategy  for  the  age  of  information  access." 


missed  opportunities.  Here,  speed 
becomes  a  crucial  factor,  but  this 
time,  the  question  is,  "How  quickly 
can  I  reap  productivity  from  the  tech- 
nology?" In  today's  environment,  says 
Conway,  the  payback  isn't  five  years 
down  the  road.  "The  payback  may 
have  to  be  five  months  or  five  weeks." 
In  this  accelerated  environment, 
where  the  unpredictable  is  bound  to 
occur,  plodding  analysis  must  yield  to 
quick  action.  "Execution  is  the  key 
word  today,  and  procrastination  is 
something  people  do  when  they  want 


To  assist  its  clients  in  this 
regard,  Microsoft  is  working  with 
GartnerGroup  to  develop  an  economic 
justification  tool  that  addresses  the 
issue  of  speed.  "The  window  of  time 
is  between  zero  and  eight  weeks," 
says  Conway.  "If  you're  spending  more 
time  thinking  about  this  decision, 
you're  probably  wasting  time." 

One  way  successful  companies 
are  planning  for  the  future  —  instead 
of  trying  to  predict  it  —  is  to  imple- 
ment flexible  operating  systems,  such 
as    Windows    2000,   that    can    be 
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When 


run  your  own  business, 


you  don't  have  time  to  waste 


your 


computer  guy. 


Microsoft 

■  da  you  wnnt  to  go  tori 


The  good  news  is  you're  your  own  boss,  the  bad 


news  is  youYe  also  your  own  computer  guy.  So  how  do 


you  find  the  time  to  keep  your  computers  running, 


when  there  are  barely  enough  hours  in  the  day  to  run 


your  business?  One  answer  is  Microsoft®Windows® 


2000  Professional,  a  business  operating  system 


that  offers  a  whole  new  standard  in  reliability.  In 


fact,  according  to  an  independent  study  by  National 


Software  Testing  Laboratories,  it's  13  times  more 


reliable  than  Windows  98.  You  can  get  Windows  2000 


Professional  pre-installed  on  PCs  from  every  leading 


manufacturer.  Major  business  applications  already  run 


on  it.  And  it's  based  on  the  Windows  interface,  so  you 


and  your  employees  are  familiar  with  it.  Which  means 


you  can  spend  your  precious  time  figuring  out  how  to 


keep  your  business  one  step  ahead.  Find  out  more  at: 


www.microsoft.com/windows2000/smallbiz 


i  Windows  2000 

Professional 

III  The  Business  Internet  I  starts  here 
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expanded  as  the  need  arises.  "I  don't 
hear  anybody  anymore  trying  to  antici- 
pate what  the  total  size  of  their  IT 
infrastructure  is  going  to  be  in  a  year 
or  two  years,  or  even  six  months," 
says  James  Rothnie,  senior  vice  pres- 
ident and  chief  marketing  technical 
officer  at  EMC  Corp.  "The  error  band 
around  those  predictions  has  proved 
to  be  so  large  that  it  is  simply  the 
wrong  way  to  go  about  it,"  he  says, 
and  flexible  operating  systems  pro- 
vide an  alternative.  "This  is  a  very  dif- 
ferent planning  requirement  than 
creating  the  optimal  structure  for  a 
given  size  company." 

The  speed  with  which  competi- 
tors can  arise  has  been  amazingly  fast 

—  as  new  tools  help  reduce  barriers 
to  entry.  For  example,  stories  are  pro- 
liferating of  dazzling  start-ups  and 
small  firms  competing  in  the  big 
league.  Yet  if  competitors  can't  be 
predicted,  how  can  a  company  be 
expected  to  navigate  in  this  age  of 
uncertainty?  "You  think  about  bringing 
something  new  that  doesn't  exist," 
says  Alan  Marcus,  director  of  technical 
solutions,  Enterprise  Line  of  Business, 
Cisco  Systems.  "Every  dot.com's  valu- 
ation is  so  big  .  .  .  because  the  expe- 
rience they  bring  to  the  consumer  is 
new,"  he  says.  "That's  where  your 
competition  is  coming  from.  Not  from 
people  who've  got  a  better  product 
necessarily,  but  from  people  who 
have  ideas  that  can  bring  a  better 
experience." 

Access  to  information,  however, 
implies  a  common  place  to  store  data 

—  a  need  that  has  burgeoned  along- 
side the  Internet  and  the  proliferation 
of  dot. corns.  "Storage  has  been  an 
exploding  field  for  the  las'  several 
years,"   says   Rothnie  of  EMC    "For 


many  years,  our  biggest  customers 
were  the  world's  largest  banks,  but 
during  1999,  three  dot.com  compa- 
nies accumulated  more  storage  prod- 
ucts from  us  than  any  bank  had  in  the 


be  remade.  Instead  of  close,  some- 
what inflexible  relationships  with  spe- 
cific vendors,  companies  will  rely 
heavily  on  dynamic  business-to-busi- 
ness e-commerce  exchanges  for  their 
sales  and  purchases.  These  will 
include  auctions,  which  are  already 
being  used  in  such  industries  as  aero- 
space and  automotive.  "Within  five 


Instead  of  close,  somewhat  inflexible  relationships  with 
specific  vendors,  companies  will  rely  heavily  on  dynamic 
business-to-business  e-commerce  exchanges  for  their 
sales  and  purchases. 


previous  five  years." 

Access  to  information  can  be  a 
double-edged  sword,  however,  as 
some  consumers  worry  about  how  the 
information  they  transmit  over  the 
Internet  could  someday  be  used 
against  them.  To  defuse  this  concern, 
"you  may  need  to  associate  your 
brand  with  a  true  respect  for  the  pri- 
vacy of  consumers,"  says  Borrill  of 
VERITAS  Software.  "And  if  your  brand 
is  associated  with  that,  you  may  find  it 
to  be  your  competitive  edge  long 
before  Congress  gets  around  to  solv- 
ing the  problem." 

Where  the 

Future 
Leads 

In  the  years  to  come,  technological 
advances  will  do  more  than  just 
speed  transactions  and  remove  barri- 
ers of  entry  for  new  companies  — 
they  also  will  radically  reshape  the 
way  companies  interact  with  their  sup- 
pliers. In  short,  the  supply  chain  will 


years,  the  business-to-business  arena 
markets  are  going  to  look  much  more 
like  today's  financial  markets,"  says 
Chuck  Donchess,  executive  vice  pres- 
ident and  chief  strategy  officer  at 
Commerce  One.  "The  traditional  defi- 
nition of  a  company  and  its  suppliers 
will  essentially  have  disappeared." 

In  cases  where  companies  con- 
tinue to  buy  something  locally  in  order 
to  minimize  shipping  or  delivery  costs, 
they'll  be  able  to  use  readily  available 
pricing  information  of  competing  sup- 
pliers to  drive  down  the  prices  they 
are  charged.  Instead  of  a  rigid  supply 
chain,  the  company  of  the  near  future 
will  partner  with  suppliers  only  so  long 
as  it  is  to  their  advantage.  "This  idea 
of  'my  business'  and  'my  set  of  sup- 
pliers' will  be  totally  antiquated 
because  of  the  power  that  the  Web 
brings,"  says  Donchess. 

Until  now,  such  issues  as  legacy 
technology  have  dampened  prospects 
for  business-to-business  e-commerce, 
but  it  is  now  poised  for  rapid  expan- 
sion, according  to  Robert  Stagno,  vice 
president  of  worldwide  direct  market- 
ing for  IBM  Integrated  Marketing 
Communications.  The  electronic  age 
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rV  hen  it  comes  to  e-business,  you've  got 
wo  choices  -  get  your  feet  wet  soon  or  risk 
eing  left  high  and  dry.  But  where  should 
ou  dive  in?  And  whom  do  you  want  by 
our  side  when  you're  neck  deep? 

The  partner  you  choose  cou 
So  chart  your  course  with 
you  build  an  e-business 
employees,  out  to  part 
What's  more,  we've 


t  the  dmerence  between  sink  and  swir 
Ige  Technology  Partners.  Working  witrTMicflftlof 
jlutitfn  thatfmakes  information  flow  -  through  tfepartmei 
>rs  and  suppliers,  and  back  and  forth  between  you  and  your  cMnmers. 
ajiyven  track  record  of  shared  risk  ami  guaranteed  delive 


With  Cambridge^ 
And  some  mi 


company's  e-business  initiatives  will  make  a  big  splash. 
W>u  Walk  on  water. 


[For  more  information  on  how  Cambridge  can  help  you  navigate  the  New  Economy, 
check  out  WWW.Ctp.COm/mS.  J 
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As  technology  unfolds,  another  dramatic  innovation 
will  be  the  ability  to  access  the  Internet  on  the  go. 
"By  2004  or  5,  there  will  be  more  access  to  the  Web 
through  mobile  users  than  through  terminal-based 
Web  users." 


will  generate  a  commodity-type  mar- 
ket for  services  and  products,  and 
dynamic  global  sourcing  will  become  a 
way  of  life,  says  Stagno.  "E-exchanges 
are  going  to  become  the  next  frontier 
because  that's  the  place  where  cus- 
tomers and  companies  both  will  real- 
ize value."  In  the  past,  companies 
have  relied  on  brand  names  to  retain 
customers  —  an  increasingly  tenuous 
hold.  "Brands  will  still  prevail  in  many 
cases,  but  it  will  be  very  easy  for  a  cus- 
tomer to  click  onto  10  different  Web 
sites,  get  a  cross  view  of  the  pricing 
and  be  able  to  negotiate  and  create 
dynamic  pricing."  says  Stagno. 

Another  thing  that  will  emerge  in 
the  future,  the  panelists  agree,  is  the 
need  for  e-businesses  to  show  prof- 
its. "Companies  that  are  going  to  sur- 
vive and  sustain  other  companies  are 
going  to  have  to  provide  value.'  says 
Tilak  Mandadi,  director  of  online  tech- 
nology at  Dell  Compi     ■   Corp.   The 


companies  that  make  money  for  their 
shareholders  "are  the  companies  that 
are  going  to  survive." 

While  the  experts  may  debate 
about  which  devices  will  be  combined 
—  a  phone,  beeper  and  hand  held  or 
personal  digital  assistant  in  one,  for 
instance  —  it  is  clear  that  the  future 
will  hold  any  number  of  wired  and  wire- 
less appliances.  "I  think  the  mobile 
devices  are  definitely  going  to  con- 
verge in  a  lot  of  ways,  but  the  larger, 
wired  devices  are  going  to  continue  as 
independent  units,"  says  Mandadi.  As 
technology  unfolds,  another  dramatic 
innovation  will  be  the  ability  to  access 
the  Internet  on  the  go.  "By  2004  or  5. 
there  will  be  more  access  to  the  Web 
through  mobile  users  than  through 
terminal-based  Web  users."  says 
Gordon  Bell,  senior  research  analyst 
at  Microsoft.  "I  see  that  as  the  big 
change." 

Of  course,  it  is  the  consumer 


who  is  the  indisputable  judge  of  howl 
the  new  economy  is  coming  alongJ 
"The  experience  is  about  gettingB 
there,  and  that  is  the  thing  we  havel 
not  yet  achieved,"  says  Michael 
Mahon,  manager  of  the  software  anci 
systems  development  laboratory  all 
Hewlett-Packard.  Anyone  who  has 
tried  to  carry  out  consumer-typeB 
transactions  on  the  Web  knows  whall 
a  frustrating  and  irregular  experienc  J 
it  is.  "There's  a  tremendous  amount 
of  work  to  be  done  there,  and  I  think* 
that  we're  at  the  stage  right  nov. 
where  determined  people  can  make  i 
work." 

Similarly,  Mahon  sees  business 
to-business  e-commerce  as  stuck  in  e  I 
phase  that  is  similar  to  the  proprietary 
electronic  data  interchange,  or  EDI 
environment,  with  its  restrictions  to  e 
small  circle  of  industry  participants 
"What  we  need  to  make  this  work 
more  universally  and  to  create  a  mar 
ketplace  is  more  uniformity.  In  this 
regard,"  says  Mahon,  "I  actually  have 
a  lot  of  hope  in  Microsoft."  ■ 


For  more  information,  visit: 
www.microsoft.com/windows2000 
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It  gets  its  work  done,  everyone  gets  their  work  done.  This  simple  fact 
brought  about  by  extensive  testing  to  ensure  that  HP  Business  PCs,  along 
with  Microsoft*  Windows"  2000,  provide  the  most  reliable  environment  yet. 
The  setup  is  easy.  The  service,  all-encompassing.  Maximum  uptime,  a  given. 
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Looking  Forward  By  Virginia  Postrel 


Pernicious  Nonsense  Unrebuked 


JOSEPH  STIGLITZ  IS  A  BRILLIANT  MAN.  HIS 
pioneering  scholarship  on  the  economics  of  infor- 
mation has  put  him  on  most  economists'  short  list 
of  Nobel  Prize  candidates.  But  Stiglitz  has  been  in 
the  news  recendy  for  reasons  having  nothing  to  do 
Ivh  his  research.  He  is  not  only  a  scholar.  Until  recendy,  he 
chief  economist  at  the  World  Bank  and,  before  that,  a 
Imber  of  the  president's  Council  of  Economic  Advisers. 

hose  political  credentials  give  him  clout  with  people 
ILo  have  never  heard  of  asymmetric  information  models, 
■when  Stiglitz  published  a  cover  story  in  the  New  Republic 
■jonating  the  International 
■netary  Fund's  policies  to- 
■rd  economies  in  crisis,  he 
z  a  lot  of  attention — and  a 
m  of  praise. 

I  Unfortunately,  a  lot  of  that 
Biise  distorted  what  Stiglitz 
»•>  saying.  The  article  came 
t  as  protesters  were  de- 
pending on  Washington  to 
oect  not  only  to  IMF  policies 
b  also  to  globalization,  free 
ibde  and  economic  growth. 
*1 :  protesters  and  their  sym- 
p  nizers  used  Stiglitz's  repu- 
t  on  and  credentials  to  lend 
c  iibility  to  their  prescrip- 
s  for  autarky  and  eco- 
n  nic  stasis. 

Vnd  in  pursuit  of  publicity,  Stiglitz  himself  actively  cur- 
favor  with  people  who  represent  ideas  and  values  that 
a  anathema  to  both  his  scholarly  standards  and  his  pro- 
d  goals.  He  demonstrated  the  dangers  of  combining 
c  nplex  arguments,  ambition  and  ideological  naivete. 
The  New  Republic  piece  is  a  careful,  subde  and  specific 
e  of  work.  In  Asia  and  Russia,  Stiglitz  argues,  the  IMF 
ts  clout  to  get  countries  to  adopt  macroeconomic  poli- 
that  worsened  their  crises.  In  countries  with  budget  sur- 
and  low  inflation,  for  instance,  the  fund  insisted  on 
r  fiscal  and  monetary  policies,  turning  recessions  into 
sessions. 

The  IMF's  economic  models  are  out  of  date,  charges 

ylitz,  and  it  is  too  insistent  on  one-dose-fits-all  pre- 

iptions,  regardless  of  local  circumstances.  Its  experts 

'third-rank  students  from  first-rate  universities."  They 

:  ignored  such  institutional  structures  as  bankruptcy 

and,  in  Russia,  the  rule  of  law  in  general.  IMF  policy- 


In  pursuit  of 

publicity  Stiglitz 

demonstrated  the 

dangers  of 

combining 
complex 

arguments, 
ambition  and  ide- 
ological naivete. 


makers  won't  listen  to  criti- 
cism, which  has  come  from 
respected  economists  across 
the  political  spectrum. 

Some  of  Stiglitz's  points 
are  debatable,  particularly 
when  he  advocates  capital 
controls,  but  they  are  not 
wrongheaded  on  their  \\\^c. 
Not  so  the  claims  of  his  new- 
found allies. 

On  PBS'  Charlie  Rose  Show 
Stiglitz  was  paired  with  Juliette  Beck,  representing  a  group 
called  Global  Exchange.  Beck's  antimarket  agenda  is  far 
more  sweeping  than  IMF  reform. 

Asked  whether  she  sees  any  evidence  that  the  World 
Bank  and  IMF  get  the  message,  Beck  responded,  "Quite 
frankly,  no.  I  think  that  they  are  still  entrenched  in  their 
ideology  of  'growth  is  the  solution.'  Economic  growth, 
frankly,  is  leading  to  a  decline  in  almost  every  ecosystem 
on  earth.  We  cannot  sustain  this  level  of  growth,  and  yet 
they're  promoting  more  and  more  economic  growth  as  a 
solution.  We  need  to  rethink  the  whole  economic  system 
that  we're  living  in." 

If  Beck  is  right,  then  throwing  Thailand  and  Indonesia 
into  depressions  is  just  peachy  keen.  After  all,  a  depression  is 
the  opposite  of  the  "economic  growth"  she  wants  to  stop. 
Stiglitz  has  nothing  to  complain  about. 

Faced  with  this  pernicious  nonsense,  Stiglitz  had  a  pro- 
fessional responsibility  to  respond  critically.  Without  eco- 
nomic growth,  and  the  trade  and  specialization  that  make  it 
possible,  the  world's  peasants  are  condemned  to  lives  of  bru- 
tal poverty.  Beck's  movement,  if  successful,  will  do  more 
damage  to  poor  countries  than  the  IMF  and  World  Bank 
could  ever  do. 

Instead,  Stiglitz  kissed  up.  He  said  nothing  in  defense  of 
economic  growth,  let  alone  free  trade.  He  gushed  about  how 
much  his  man  Al  Gore  supports  the  environment.  He  prac- 
tically begged  to  be  loved.  It  was  disgusting. 

Stiglitz  has  since  become  something  of  a  martyr.  He 
has  been  dismissed  as  a  special  adviser  to  the  president  of 
the  World  Bank  and  forced  back  to  his  job  as  a  lowly  Stan- 
ford professor  on  the  Nobel  track.  Given  the  relative  qual- 
ity of  his  scholarship  and  his  political  judgment,  that's  for 
the  best.  F 

Virginia  Postrel  (vpostrel@reason.com)  is  editor-at-large  o/Reason 
magazine  and  the  author  of  The  Future  and  Its  Enemies,  recently 
published  in  paperback  by  Touchstone. 
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Let  a  Million 
Companies  Bloom! 

In  the  People's  Republic  of  China,  venture 
capital  has  been  strictly  a  statist  affair. 
That's  all  about  to  change. 


BY  JUSTIN  DOEBELE 

FRANCIS  BASSOLINO  IS  A  SENIOR 
manager  in  the  Chinese  Business 
Services  Group  of  Deloitte 
Touche's  New  York  office.  A  fluent 
Mandarin  speaker,  he  has  worked  on 
Chinese  business  issues  since  1993.  Bas- 
solino  services  the  venture  capital  in- 
dustry in  China  and  will  publish  a 
paper  on  the  subject  for  the  Harvard 
China  Review.  FORBES  spoke  to  Bas- 
solino  in  New  York. 

Forbes:  What  is  the  state  of  the  VC  indus- 
try in  China? 

Bassolino:  The  edict  is  out:  emulate  Sili- 
con Valley.  The  government  sees  ven- 
ture capital  as  the  catalyst  to  upgrade  its 
technological  capabilities  so  Chinese 
companies  can  compete  in  a  global 
market 

How's  it  going  so  far? 
The  government  has  a  mixed  record  re- 
garding international  investors.  Last  year 
the  Ministry  of  Information  Industry  or- 
dered the  closure  of  40  foreign  invest- 
ments m  mobile-telephone  services  that 
had  been  negotiated  with  (state-owned] 


China  Unicom.  Wu  Jichuan  [head  of  the 
Mil]  also  said  foreign  investment  in  the 
Internet  was  not  allowed.  But  under  the 
World  Trade  Organization  China  also 
said  high-tech  markets  would  be  opened. 
Other  government  officials  have  encour- 
aged foreign  investors.  Investors  are  left 
reading  tea  leaves. 
How  do  you  read  them? 
The  Mil  is  on  the  losing  end  of  this  battle. 
The  momentum  toward  private  enter- 
prise is  just  too  large.  Right  now,  though, 
there's  a  crazy  three-way  tango  between 
local  entrepreneurs,  who  want  capital;  the 
government,  which  wants  both  to  stimu- 
late and  control  the  high-tech  sector;  and 
investors,  who  want  clarity  and  the  free- 
dom to  move  their  capital. 
Where  is  the  local  Chinese  venture  capital 
industry  in  all  this? 

I  oca!  Chinese  venture  capital  funds 
are  venture  capital  in  name  only.  They 
mostly  channel  investment  to  politi- 
cally connected  companies  or  failed 
state  companies,  often  have  weak 
management  and  therefore  are  not 
qualified  to  evaluate  and  then  develop 


n  • 


venture  investments. 

Second,  these  state  venture  funs 
can  fund  anything  called  "high  tecl* 
They  define  high  tech  as  just  abet 
anything — if  a  steel  company  wants ) 
buy  modern  equipment  for  its  pla  , 
that's  a  "high-tech"  investment, 
nally,  these  funds  don't  have  mui 
money  compared  to  Western  VC  firr.. 
They  have  only  around  $500  milli  i 
in  total.  The  U.S.  International  D.i 
Group  is  managing  a  $100  milli  i 
fund  and  reportedly  wants  to  put  s 
much  as  $1  billion  into  Chinese  hh 
tech.  Softbank  is  launching  a  $300  n 
lion  fund. 

There's  lots  of  opportunity. 
China's  Internet  market  is  like  the 
market  two  or  three  years  ago.  Now, 
VCs  are  in  a  feeding  frenzy.  They  figi| 
if  they  fund  100  companies,  one 
them  will  become  the  AOL  of  Chi 
Both  Pacific  Century  CyberWorks 
by  Richard  Li]  and  Tom.com  [run 
Richard  Li's  father,  Li  Ka-shing]  h; 
no  operating  history,  yet  have  rai 
millions  of  dollars. 
So  China's  high-tech  entrepreneurs  re; 
have  to  look  to  Western  funding  to  get 
the  ground? 

For  now.  But  there  are  signs  of  chan 
The  trend  is  toward  less  governm 
intervention  in  the  state  funds,  wh 
should  foster  the  development  of  p 
vate  [local]  investment  funds. 

International  investors  don't  can 
their  companies  list  on  foreign  or 
mestic  markets  as  long  as  they  get 
quidity.  The  Growth  Enterprise  Mar 
in  Hong  Kong  may  be  a  place  to 
Chinese  high-tech  companies.  Thei 
also  talk  of  creating  a  Nasdaq-like  m 
ket  inside  China.  In  the  meantime, 
dream  market  for  both  Chinese  ent, 
preneurs  and  international  investor: 
Nasdaq  in  the  U.S. 
Why  Nasdaq? 
Just  look  at  the  valuations!  UTStarco 
backed  by  Softbank,  more  than  d 
bled  on  its  first  day  of  listing.  Asiarn 
another  Chinese  Internet  compa 
more  than  tripled  on  its  first  d 
China.com  has  risen  230%  since  its  1 
ing  in  July  1999.  There  are  more  w; 
ing  in  the  wings. 
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Fungi  Money 
and  Fool'S  Gold 

BYCARLEEN  HAWN 

So  your  40l(k)  is  down  and  your  stock  options  are  underwater.  Maybe 
it's  time  to  ply  more  earthy  pursuits.  The  woman  in  this  photo  may  have 
earned  more  in  one  hour  than  you  and  your  cubicle  mates  combined.  She 
did  it  digging  for  a  rich  and  elusive  cash  crop  of  the  Pacific  Northwest:  the 
matsutake  mushroom.  I  photographs  by  toddbigelow/  aurora 
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THE  DUTCH  HAVE  THEIR  TULIPS,  THE  FRENCH  HAVE 
their  Beaujolais  Nouveau.  And  the  Japanese?  They 
have  the  matsutake.  It's  a  fungus.  A  rare  mush- 
room, actually,  that  grows  deep  in  the  undergrowth 
of  high-altitude  forests.  It  is  ordi- 
nary to  look  at,  stout  at  the  base  with  a 
domed  cap.  It  ranges  in  color  from  white  to 
light  gold. 

Ordinary,  except  that  in  peak  seasons 
some  Japanese  fungus  fans  will  fork  over  sev- 
eral hundred  dollars  for  a  single  matsutake. 
That  means  a  booming  business  for  dis- 
tributors and  even  for  the  rank-and-file 
pickers  who  gently  search  for  this  spongy 
form  of  hidden  gold.  At  its  peak,  typically  in 
the  fall,  the  matsutake  can  command  wholesale  prices  as  high 
as  $600  a  pound.  For  a  few  hours  of  work  matsutake  pickers 
can  make  up  to  $1,200 — and  it's  all  cash. 


The  brokers  are  willing  to  pay  such  high  prices  becau; 
90%  of  all  matsutakes  end  up  in  Japan.  There,  mushroo^ 
lovers  partake  in  the  annual  Matsutake  Festival,  when  tip 
Japanese  celebrate  the  "king  of  autumn  foods  "  by  giving  tit 
delicacy  as  a  gift.  It  is  eaten  only  sparing. 
The  matsutake,  which  tastes  of  pine  ai. 
bergamot  (used  in  Earl  Grey  tea),  is  onr 
used  to  flavor  soups  and  rice  dishes. 

The  matsutake  grows  all  over  the  worl. 
including  Japan,  British  Columbia  ar. 
Sweden.  But  those  that  "fruit"  (musll 
roomers'  preferred  term  for  "grow")  in  tlf 
Deschutes  and  Winema  National  Forests  f 
south-central  Oregon  are  the  best  qualil 
Which  is  why,  every  fall,  the  tiny  town  I 
Crescent  Lake  Junction — population  all  of  200,  not  a  singf 
traffic  light — swells  tenfold,  as  some  2,000  pickers,  most  F 
them  Asian  immigrants,  descend  for  a  60-day  picking  se 


Matsutake  grow  (or  "fruit"  in  fungi  parlance)  in  high-altitude  forests  from  Japan  to  Sweden.  But  the  national  forests  of  Oregon,  wit 
their  damp  weather  and  rich  volcanic  soil,  produce  the  most  aromatic,  flavorful— and  expensive— matsutake  of  a 
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96%  of  the 


FORTUNE  e-50 

run  Oracle. 


Now  tell  us  again  where  the 
business  Internet  begins? 


D  Oracle  Corporation  All  rights  reserved  Oracle  and  Software  Powers  the  Internet  are  registered 
I  utemarks  of  Oracle  Corporation.  Other  names  may  be  trademarks  of  their  respective  owners 


SOFTWARE  POWERS  THE  INTERNET  " 


www.oracle.com 


Matsutakc  pickers  prod  the  earth  with  their  walking  sticks  to  unearth  the  rare  fungus  that  can  earn  them  a  bundle.  Then  each  specime 
is  carefully  twisted  out  of  the  soil  by  hand.  Careful— even  the  slightest  damage  can  shave  hundreds  of  dollars  off  a  mushroom's  valu 
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1  he  two  bW-pound  gorillas 
are  happy." 


"Growth  in  Asia  depends  on  the  two  big 
lla  economies.  And  right  now,  China  looks 
le  and  Japan  is  doing  the  right  thing. 

"That  creates  a  climate  where  the  regional 
lomies  could  really  rebound.  Long-term 
stors  will  definitely  want  to  consider  having 
e  exposure  in  these  markets." 

Dr.  Bob  Froehlich,  Vice  Chairman,  Global  Strategist 
Kemper  Funds  Group* 


Kemper  Asian 
Growth  Fund 

KANAX  (as  of  3/31/00) 

Past  performance  is  no  guarantee 
of  future  results. 


80.15% 

-0.47% 

One 

Life  of  Fund 

Year 

10/21/96  Inception  Date 

Talk  to  your  financial  representative  about  the 
long-term  thinking  behind  every  Kemper  fund. 
And  visit  us  at  www.kemper.com  for  detailed 
market  commentaries  written  by  Hob  I  rochlich. 

1-800-KEMPER1 

Mk  KEMPER  EUNDS 

Long-term  investing  in  a  short  term  world 


re  are  special  risk  considerations  associated  with  international  investing,  including  fluctuating  exchange  rates,  government 
-ilations,  and  differences  in  liquidity,  which  may  affect  the  volatility  of  the  fund.  Investing  in  securities  of  small  companies  may 
>lve  a  greater  risk  of  loss  and  more  abrupt  fluctuations  in  market  price  than  investments  in  larger  companies. 

opinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  5/00  and  may  not  actually  come  to  pass.  This  information  is  subject  to 
nge  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  security. 

jsted  average  annual  total  returns  as  of  3/31/00.  Investment  returns  and  principal  value  will  fluctuate,  so  shares,  when  redeemed,  may 
vorth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of  3/31/00  include  the  maximum  sales  charge  of  5.75%  for 
3S  A  shares  The  returns  measure  net  investment  income  and  capital  gain  or  loss  from  portfolio  investments  assuming  reinvestment  of 
dends.  Different  classes  of  shares  are  offered,  and  their  performance  will  vary  because  of  differences  in  loads  and  fees  paid  by 
'eholders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent  performance  may  be  less  than  shown 

the  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read  it 
jfully  before  you  invest  or  send  money. 

business  Unit  of  Scudder  Kemper  Investments,  Inc. 

MO  Kemper  Distributors,  Inc.  1108900B  (6/12/00) 
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son.  A  tent  city  springs  up  just  outside  of  town  almost  In  the  evenings  the  town  turns  into  an  open-air  bazaa 

overnight,  and  outdoor  kitchens  saturate  the  area  with  the  Dozens  of  brokers  in  makeshift  booths  bargain  with  picke: 

smells  of  lemongrass  and  chili.  over  the  best  price  per  pound.  Dollar  amounts  vary  wildl 

Day  after  day,  like  in  a  19th-century  landgrab,  pickers  typically  from  $300  to  only  $2,  depending  on  quality.  / 

stream  out  of  the  camps  in  waves  toward  the  woods.  There  much  as  $6,000  can  change  hands  at  one  station  in  an  houi 

At  the  nightly  auction  stations,  as  much  as 

$6,000  in  cash  can  change  hands  in  an  houi 


they  troll  the  forest  floor,  kicking  up  pine  needles  with  their 
feet  and  their  walking  sticks  as  they  go.  While  truffles  are  har- 
vested with  rakes,  the  matsutake,  once  unearthed,  is  carefully 
twisted  out  of  the  ground.  This  is  to  protect  the  cap  and  the 
thin  membrane  that  covers  the  gills  underneath.  Even  the 
slightest  damage  can  shave  hundreds  of  dollars  off  the  value 
of  a  specimen. 


But  the  work  isn't  for  the  meek.  Despite  the  record-hig 
$600-per-pound  bid  set  in  1996,  the  average  price  per  poun 
in  most  years  is  closer  to  $8.  So  the  competition  to  ferret  oi 
the  best  matsutakes  is  fierce.  Many  pickers  tote  guns  to  pre 
tect  themselves.  In  1994  one  migrant  picker  was  shot  t 
death.  The  murder  remains  unsolved;  his  cash-as  well  as  h 
stash  of  matsutakes-was  never  found. 


The  pickers  carefully  grade  and  separate  their  matsutakes  based  on  quality.  The  most  desirable  are  not  yet  fully  open  and  still  have  th 
membrane,  or  "veil,"  that  protects  the  gills  under  the  mushroom  cap.  No  specimen  shorter  than  Z'h  inches  will  be  bough 
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VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1  755 


31 -day  retrograding  calendar 

Retrograding  date. 
Day  of  the  week. 
Automatic  movement. 
Silver  dial  with  Roman  Numerals. 
In  white  or  pink  gold,  or  platinum. 

FOR  INFORMATION  CALL  877-862-7555 


isn  t  one 
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The  fluid  interconnection  of  customers,  vendors,  partners  over  the  Internet. 
This  is  a  dynamic  network.  It  is  not  the  future  of  business;  it  is  the  next  week  of 
business.  Discover  how  your  enterprise  can  link  internal  processes  with  all 
your  partners,  and  reduce  the  time  and  cost  of  business.  Discover  the  dynamic 
network  delivered  by  the  ebusiness  platform  from  Vitria. 
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They  don't  take  American  Express.  By  night,  the  town  is  like  an  open-air  bazaar.  Matsutake  pickers  negotiate  with  wholesale  broke* 
over  the  best  price  for  their  mushrooms.  Amounts  vary  wildly,  from  $300  to  $2  per  pound,  but  the  pickers  always  walk  away  with  ca:. 
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We  love  this  kind  of  stuff. 


eds.com 


Living  with  this  thing  called  "e."  It  can  seem  like  utter  chaos  at  times.  That's  why  we're  with  you  every  step  of  the  way.  From 
budding  ideas  to  managing  complex  systems;  from  Web  hosting  to  applications  rental.  We  get  our  kicks  out  of  solving  the 
unsolvable,  while  giving  you  the  speed  and  agility  to  win  in  today's  frenetic  digital  marketplace.  Call  800  566  9337  or  visit  our  Web  site. 


Competition  is  fierce,  and  many  pickers  tote  weapons 


Many  of  The  locals  in  Crescent  Lake  Junction  join  the  hunt  for  the  matsutake.  But  local 

innkeepers  and  shop  owners  complain  that  the  throngs  of  pickers  drive  away  the  hunters, 

fishermen  and  other  seasonal  patrons  who  sustain  the  community  year-round. 
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We  live  to  figure  these  things  out. 


eds.com 


Figuring  out  this  mystery  called  "e:r  It  can  seem  confusing  at  times.  Our  people  are  "e"  pioneers,  having  worked  with  hundreds 
of  companies  and  their  technical  issues  since  the  beginning  of  the  electronic  revolution.  From  budding  ideas  to  managing 
complex  systems;  from  Web  hosting  to  applications  rental.  We  get  our  kicks  out  of  solving  the  unsolvable,  while  transforming 
your  company  into  a  powerful  electronic  business.  To  learn  more  about  us  call  800  566  9337  or  check  out  our  Web  site. 

©2000  EDS.  EDS  and  the  EDS  logo  are  registered  marks  of  Electronic  Data  Systems  Corporation. 
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Competition  for  the  mat sutakc  is  so  fierce  that  many  pickers  carry  weapons  to  protect  their  precious  loot.  Others  hire  bodyguard 
But  despite  the  best  efforts  of  local  forest  rangers,  violence— including  murder— has  been  known  to  erupt  during  the  harvest. 

174      1     O    R    B    E    S   ■    Iuik-  12,  :ooo 


The  more  bewildering  the  better. 


eds.com 


In  the  world  of  "e"  it  takes  creativity  and  imagination  to  make  your  ideas  come  to  life.  That's  where  EDS  can  help.  We  make 
complicated  systems  like  information  security,  mobile  computing  and  digital  supply  chains  work  together  in  ways  that  make  sense 
and  are  easy  to  use.  And  when  that  happens,  "e"  is  a  beautiful  thing.  Call  800  566  9337  to  learn  more  about  us  or  check  our  Web  site. 
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i  he  power  industry  is  looking  better  than  ever. 

Electric  utilities,  once  stymied  by  regulation,  are  now 
free  in  many  states  to  pursue  innovative  ways  to  bring 
in  new  money.  Some  are  accomplishing  this  by  capi- 
talizing on  telecommunications  assets  or  partnering 
with  those  who  have  them.  Others  are  looking  to  the 
Internet  and  e-commerce  solutions  to  help  them 
'  [row.  Such  focuses  have  opened  doors  for  tech-sawy 
product  and  service  companies  as  well,  both  those 
vith  ties  to  the  industry  and  those  that  have  made 
ames  for  themselves  in  other  industries. 
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Energy,  Information, 
People  -  AEP  puts  it 

ALL  TOGETHER 


There's  a  lot  of  talk  about  the 
future  of  energy  in  the  United 
States.  At  American  Electric 
Power,  we're  doing  more  than 
just  talking. 

AEP's  people  are  using 
information  to  transform  our 
business  and  deliver  value  to 
you.  From  energy  solutions  to 
fiber-optic  networks  to  E-busi- 
ness opportunities,  we're  hard 
at  work  to  give  you  innovative 


products,  top  customer  service 
and  reasonable  energy  costs  - 
all  tied  together  with  great 
thinking.  We're  tomorrow's 
energy  company,  using  tech- 
nology, knowledge  and 
talented  people  to  bring  the 
best  to  your  world. 


ss 


AEP: •America's  Energy  Partner® 
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It's  the  best  of  both  worlds  for  the 
smart  investor.  Power  stocks  are  still 
a  safe  harbor  during  times  of  market 
turmoil  and  are  now  starting  to  show 
the  kind  of  performance  in  demand  in 
a  dot.com  economy.  Not  only  are 
sector  stocks  bargain  buys  because 
of  the  last  decade's  deregulation  jit- 
ters, but  the  nonutility  companies  that 
service  the  industry  with  technology 
are  providing  exciting  opportunities  for 
earnings  growth. 

"This  is  the  only  industry  in  America 
that  has  an  aggregated  customer  base 
in  a  defined  geographic  territory,"  says 
Edward  Tirello,  senior  utility  analyst  for 
Deutsche  Banc  Alex. Brown.  "It's  the 
only  industry  in  America  where  the 
employee  is  welcomed  into  the  home. 
So  you've  got  the  two  elements  every- 
one dies  for:  You  know  who  your  cus- 
tomers are,  and  everybody's  happy  to 
talk  to  you.  It's  just  a  matter  of  capi- 
talizing on  that  advantage." 

Energy  &  Telecom: 

A  Marriage  of  Convenience 

A  trend  in  the  convergence  of  energy 
and  technology  is  using  old  infra- 


Coming  soon: 
Gas,  power  and 
high-speed  Internet 
access  provided  by 
one  supplier.  More  at 
Deregulationlnc.com. 


structure  to  support  new  services. 
Some  companies  are  installing  fiber- 
optic cable  along  rights  of  way  for 
power  lines. 

American  Electric  Power  (NYSE: 
AEP)  is  a  leader  in  this  area.  Through 
its  AEP  Communications  subsidiary, 
it  became  the  lead  partner  in  a  six- 
company  team-up  this  March  that 
connected  7,000  miles  of  broadband 
cable  across  11  states.  The  new 
enterprise,  America's  Fiber  Network, 
LLC  (AFN),  is  a  super-regional,  high- 
speed network  that  provides  access 
to  voice,  data  and  Internet  services 
for  smaller  markets  such  as  Athens, 
Ohio,  and  Morgantown,  West  Virginia. 

These  secondary  markets,  in  the 
past  monopolized  by  whatever  phone 
company  was  in  the  area,  account  for 
approximately  35%  of  the  national 
wholesale  market.  That's  more  than 
one-third  of  a  $3.7  billion  pie  (as  of 
1999),  and  that  pie  is  getting  30% 
bigger  each  year,  according  to  AFN 
estimates. 

"Utilities  are  in  an  excellent  posi- 
tion to  leverage  their  existing  fiber 
and  rights  of  way,"  says  Kit  Konolige, 


senior  utility  analyst  for  Morgan  Stan- 
ley Dean  Witter.  "So  I  think  it's  a  wise 
idea  for  AEP  to  go  in  and  contribute  to 
a  larger  operation  like  America's  Fiber 
Network  that  also  leverages  its  exist- 
ing operation." 

Mastering  a  Changing  Market 

Other  industry  players  have  found 
multiple  ways  to  capitalize  on  what 
they  do  best.  In  the  case  of  Dynegy 
Inc.  (NYSE:  DYN),  a  focus  on  energy 
convergence  is  the  engine  that's 
driving  the  company's  growth  and 
success. 

Dynegy's  recent  merger  with  lllino- 
va  Corporation  moved  the  energy 
company  closer  to  its  goal  of  captur- 
ing a  10%  to  15%  share  of  the  whole- 
sale power  market.  Today,  Dynegy  con- 
trols nearly  24,000  megawatts  of 
generating  capacity.  A  $15.4  billion 
company  with  1.4  million  customers 
throughout  North  America  and 
Europe,  Dynegy  is  also  a  leader  in  the 
natural  gas  business  with  sales  of  10 
billion  cubic  feet  per  day. 

The  first  quarter  of  2000  marks  the 
11th  consecutive  period  that  Dynegy's 
financial  performance  met  or  exceed- 
ed Wall  Street  estimates.  In  addition, 
utility  analysts  have  consistently 
raised  Dynegy  earnings-per-share 
projections. 

"Dynegy  is  the  fastest-growing 
energy  merchant  in  the  country,"  says 
Deutsche  Banc  Alex. Brown's  Tirello. 
"Dynegy  also  has  a  very  big  trading 
and  marketing  arm  and  a  large  liquids 
business.  With  these  three  key  ele- 
ments, it's  somewhat  unique  in  the 
business." 


a  bummer  when  you  have  the  newest  energy  management  tools  on  the  block,  and  no  one  wants 
talk  about  them.  We  know.  You'd  rather  stick  your  tongue  in  a  light  socket.  But  what  if  we  could 
ake  it  easier  to  talk  about?  What  if  we  could  help  you  buy  and  manage  your  natural  gas  and 
'ctricity  smarter?  Give  you  options  to  protect  your  company  from  blown  generators, 
predictable  weather  risks,  and  the  volatility  of  the  energy  market?  All  without  the 
jaded  migraine.  Or  worse,  the  usual  runaround.  We  do  it  even'  day  for  customers 
practically  every  industry  all  over  the  country.  So  call  us  at  1-800-891-3687 
look  us  up  on  the  Web  at  www.aquilaenergy.com,  because  books  like 
v  were  only  meant  for  one  thing.  To  hold  open  a  really  big  door. 
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Revolution  in  the 
#f  industry 


One  of  the  keys  to  Dynegy's  suc- 
cess has  been  its  ability  to  compete 
in  the  generation  arena.  While  many 
energy  companies  have  decided 
they're  not  big  enough  to  play  the 
generation  game,  Dynegy  has  moved 
to  capitalize  on  the  growing  need  for 
power.  Moreover,  it's  one  of  only 
a  handful  of  companies  in  that 
position. 

"Anyone  can  build  a  power  plant, 
but  the  building  would  be  idle  for  five 
years  because  you  can't  get  a  gener- 
ator," Tirello  says.  "Dynegy's  growth  is 
assured  because  they  have  the  gen- 
erators. That,  in  effect,  is  what's  going 
on  in  the  marketplace.  He  who  has 
the  generators  makes  the  money." 

Dynegy  has  acquired  40  natural 
gas-fired  turbines  that  will  enable 
them  to  develop  two  to  three  mer- 
chant projects  each  year  through 
2003.  As  power  demand  grows  and 
the  energy  market  becomes  more 
competitive,  Dynegy  is  poised  to 
strengthen  its  leadership  position. 

Bringing  Energy  to  E-Commerce 

Since  the  e-commerce  world  is  con- 


E-lectricity? 

Find  out  how  energy 

companies  are  gaining 

a  competitive  edge  in 

cyberspace  at 

Deregulationlnc.com. 


stantly  bombarded  by  announcements 
of  Internet  deals,  it's  not  surprising 
that  six  companies  are  forming  a  con- 
sortium to  establish  and  operate  an 
Internet-based  trading  platform.  What 
is  news  is  that  these  are  energy  com- 
panies looking  to  speed  up  the  cur- 
rent broker-to-broker,  $300  billion-plus 
wholesale  energy-trading  business 
and  make  it  more  efficient. 

One  of  these  energy  companies  is 
Kansas  City's  Aquila  Energy,  a  sub- 
sidiary of  UtiliCorp  United  (NYSE: 
UCU).  Aquila's  consortium  partners 
are  a  "Who's  Who"  of  America's  top 
energy  businesses,  heavyweights 
such  as  Duke  Energy,  American  Elec- 
tric Power,  El  Paso  Energy,  Reliant 
Energy  and  Southern  Company  Energy 
Marketing,  a  unit  of  the  Southern 
Company. 

Even  though  it's  only  16  years  old, 
Aquila  has  earned  the  right  to  be  deal- 
ing with  these  established  industry 
leaders.  At  the  end  of  1999,  it  was 
the  industry's  second-largest  whole- 
saler of  electric  power  and  third- 
largest  wholesaler  of  natural  gas. 
Aquila's  flexibility  and  knack  for  quick- 


ly bringing  new  ideas  and  products  to 
the  marketplace  have  allowed  it  to 
move  up  rapidly. 

Aquila's  ideas  are  often  revolution- 
ary, as  seen  in  the  new  trading  plat- 
form proposed  by  the  six-company 
consortium.  The  trading  platform  will 
be  open  to  everyone  in  the  energy 
trading  business,  and  Aquila  hopes  it 
will  become  the  primary  trading  place 
for  natural  gas  and  power,  natural  gas 
liquids,  coal,  weather  derivatives, 
crude  oil  and  other  energy-related 
commodities  and  instruments.  "We 
believe  that  online  energy  trading  is 
the  wave  of  the  future,"  says  Ed  Mills, 
Aquila's  president  and  chief  operating 
officer. 

Aquila  also  made  a  name  for  itself 
developing  financial  hedge  products 
to  fend  off  Mother  Nature.  These 
hedges,  called  GuaranteedWeather5", 
can  cover  every  conceivable  weather 
condition.  Aquila  will  pay  its  cus- 
tomers in  the  event  they  are  struck  by 
adverse  weather  conditions. 

"GuaranteedWeather  is  only  the 
beginning,"  Mills  says.  "Aquila  Energy 
may  never  be  a  household  word  like 
eBay,  Yahoo  or  Amazon.com  because 
our  focus  is  business  to  business. 
But  we  are  serving  the  companies 
that  serve  the  consumer  by  helping 
them  to  mitigate  risk  in  their  business 
environment." 

E-Billing:  Another  Great  E-Solution 

For  utilities  caught  in  the  deregulation 
frenzy,  the  addition  of  Internet-based 
services  creates  new  opportunities  to 
stand  out  amid  the  competition.  E- 
billing,  in  particular,  is  a  prime  oppor- 


A  POWERFUL  CONVERGENCE. 


Dynegy  is  focused  on 
maximizing  value  through 
energy  convergence.  Driv- 
en by  people  with  experi- 
ence-based knowledge 
and  supported  with  a 
network  of  integrated 
energy  assets,  Dynegy  is 
a  leading  national  energy 
provider  that  capitalizes 
on  opportunities  being 
created  in  today's  dynamic 
energy  marketplace. 


Dynegy's  recent  merger 
with  lllinova,  the  parent 
company  of  Illinois  Power, 
advanced  the  company's 
strategy  of  owning  or 
controlling  70,000  mega- 
watts of  power.  By  add- 
ing geographically  diverse 
power  generation  assets 
to  their  growing  portfolio, 
Dynegy  is  able  to  effec- 
tively deliver  electricity 
when  and  where  it's 
needed  most. 


Serving  energy  customers 
throughout  North  America 
and  Europe,  Dynegy  has 
added  new  services  to 
deliver  integrated  energy 
management  solutions. 
With  a  unique  combination 
of  marketing  and  trading 
capabilities  supported  by  a 
network  of  energy  assets, 
including  power,  natural 
gas,  and  natural  gas  liquids, 
Dynegy  is  able  to  extract 
the  greatest  value  from  the 
market  for  its  customers 
and  shareholders. 


Plug  into  Dynegy  and 
experience  a  powerful 
convergence. 
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tunity  for  utilities  that  seek  differenti- 
ation in  their  highly  competitive  envi- 
ronment. According  to  a  recent  study 
by  the  Yankee  Group,  a  global 
research  and  consulting  firm  based  in 
Boston,  48%  of  consumers  surveyed 
would  prefer  to  receive  their  utility 
bills  online. 

E-billing  is  one  of  the  rare  business 
initiatives  that  is  a  win-win  for  all 
involved.  This  is  particularly  true  for 
utility  companies  seeking  to  increase 
their  bottom  line  and  enhance  cus- 
tomer service  at  the  same  time.  E- 
billing  reduces  overall  business  costs 
by  eliminating  paper-bill  printing  and 
postage.  The  cost  of  sending  a  paper 
bill  can  be  up  to  $2,  while  an  electronic 


bill  can  be  sent  for  less  than  30  cents. 

"For  billers,  e-billing  can  create  or 
reinforce  a  sense  of  electronic  bond- 
ing, brand  recognition  and  customer 
loyalty,"  says  Paul  Hughes,  senior  ana- 
lyst for  the  Yankee  Group.  "In  addi- 
tion, by  driving  customers  to  their  Web 
site,  the  opportunity  exists  to  open  a 
new  marketing  channel." 

Derivion  has  the  leading  e-billing 
solution  with  inetBillersw,  a  compre- 
hensive application  that  can  be 
implemented  in  as  little  as  30  days  at 
minimal  cost  and  without  disrupting 
business  processes.  The  service  is 
biller-controlled  via  the  Internet,  pro- 
viding ultimate  flexibility  for  recurring 
billers. 


Enter  the  Power  Broker 

The  deregulated  energy  marketplace  has  created  myriad  opportunities  for  power 
providers  and  energy  consumers.  But  getting  the  two  together  isn't  easy.  Enter 
the  power  broker. 

As  the  name  implies,  a  power  broker  makes  deals  with  energy  suppliers  on 
behalf  of  clients  in  states  that  have  consumer  choice.  Brokers  charge  a  small 
upfront  fee  to  the  buyer  for  this  service,  but  the  real  money  is  made  in  the  1% 
to  3%  commission  the  broker  gets  on  the  supplier's  deal.  For  example,  if  a  broker 
helps  an  energy  supplier  sign  a  $1  million  deal,  half  of  which  is  unregulated 
power,  the  broker  makes  roughly  $5,000. 

This  arrangement  is  also  beneficial  to  the  supplier  because  it  eliminates  the 
unpredictable  cost  of  customer  acquisition,  one  of  the  most  formidable  chal- 
lenges energy  merchants  face. 

"Suppliers  come  to  us  because  we  can  get  to  clients  through  our  relation- 
ships with  people  at  the  top  of  organizations,"  says  Ray  Disch,  president  of  Pow- 
erWorks  L.L.C.  in  Trenton,  New  Jersey.  "It's  cheaper  for  them  to  have  us  bring 
in  customers  than  to  have  a  direct  sales  force  go  out  and,  probably  unsuc- 
cessfully, try  to  market  the  power  themselves." 

Such  arrangements  are  the  raison  d'etre  of  today's  virtual  utility,  which  is 
essentially  an  online  power  broker.  "This  is  a  low-margin,  commodity  business, 
which  means  it's  perfect  for  the  Internet,"  Disch  says. 


Energen  Corporation  (NYSE:  EGN) 
recently  announced  an  initiative  to 
offer  e-billing  with  inetBillerto  the  more 
than  470,000  natural  gas  customers 
of  subsidiary  Alabama  Gas  Corporation 
(Alagasco).  "Customer  care  is  a  long- 
standing priority  at  Alagasco,  and  we 
view  e-billing,  and  the  functionality  that 
comes  with  it,  as  important  facets  of 
providing  quality  customer  service 
today,"  says  Gary  Youngblood,  presi- 
dent of  Alagasco.  "Derivion's  inetBiller 
will  enable  Alagasco  to  save  money  on 
our  billing  operations  and  will  serve  as 
a  foundation  from  which  to  launch 
additional  e-commerce  activities  for  the 
benefit  of  our  residential,  commercial 
and  industrial  customers." 

Before  inetBiller,  e-billing  required  high 
up-front  costs  and  time-consuming,  in- 
house  development.  Derivion  is  the  only 
e-billing  service  provider  that  allows 
companies  to  outsource  their  software 
needs  and  access  applications  over  the 
Web.  As  a  result,  Derivion  is  meeting 
the  needs  of  utilities  in  the  Internet  age. 

Going  Forward 

Bringing  high-speed  Internet  access 
to  out-of-the-way  places  or  exponen- 
tially increasing  the  efficiency  of 
power  delivery  through  e-commerce 
is  just  the  beginning  of  what's  possi- 
ble. New  energy  technologies  are 
taking  the  power  industry  in  direc- 
tions never  before  imagined,  and 
they  are  creating  exciting  opportuni- 
ties for  investors  along  the  way.  To 
stay  informed  of  the  latest  develop- 
ments in  this  industry,  visit  the  com- 
panion Web  site  for  this  report  at 
www.Deregulationlnc.com.  ■ 
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Derivion 

Internet    Billing   that    Pays 


[How  will  you  react  when  your  customers  ask  for  e-billing? 


Will  you  be  ready?  E-billing 
offers  customers  convenience. 
It  improves  communication. 
Increases  loyalty.  And  speeds 
payment.  With  Derivion's  proven 
e-billing  solutions,  you  can  be 
jeady  in  as  little  as  30  days.  Sc 
get  moving  on  e-billing  today. 
And  we'll  give  you  the  answer 
your  customers  are  looking  for. 
To  find  out  how  to  get  started, 
visit  www.derivion.com 


> 
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Clean  Slate 

How  has  France's  Bouygues  Group  successfully 
entered  television  and  telecom?  By  putting  in  task 
masters  who  knew  nothing  about  the  business. 


BY  JOHN  H.  CHRISTY 

TAKE  HEART,  ALL  YOU  CHIEF  Ex- 
ecutives of  Old  Economy  com- 
panies trying  to  join  the  New 
Economy.  Ignorance  can  be 
an  asset. 
There's  no  better  example  of  this  than 
France's  Bouygues  Group,  a  $17  billion 
(revenues)  giant.  Listen  to  Martin 
Bouygues,  its  chief  executive:  "It's  much 
better  to  go  into  a  new  business  with  men 
who  are  extremely  smart  but  don't  know 
a  damn  thing  about  it.  There  are  no  prej- 
udices that  way.  We  start  with  a  clean  slate 
and  build  everything  from  the  founda- 
tion. We're  not  pulling  the  deadweight  of 
the  past  with  us." 

Bouygues  Group  built  its    lobal  rep- 
utation in  construction,  an  Old  Economy 
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business  if  ever  there  was  one.  But  today 
there's  a  whole  lot  more  to  Bouygues: 
The  group  controls  France's  third-largest 
mobile  phone  service  provider  and  owns 
40%  of  Television  Francaise  1  (TFl),  the 
country's  top  TV  network.  These  pre- 
mium assets  have  helped  boost  the 
group's  share  price  almost  fourfold,  to 
$580,  since  January  1999.  The  market  cap 
is  now  $19  billion. 

Amid  European  telecoms'  dealmak- 
ing  frenzy,  Bouygues — due  to  be  listed 
on  the  New  York  Stock  Exchange  this 
fall — represents  the  only  pure  mobile- 
telephony  play  in  France,  the  Continent's 
second-largest  economy.  And  with  the 
coming  convergence  of  TV  and  telecoms, 
Bouygues  Group  is  a  coveted  jewel. 

How  did  the  Bouygues  family  get 


Building  blocks:  Martin  Bouygues  h 
in  early  and  raring  to  corral  callers. 

there?  Well,  diversification  bega 
long  before  the  New  Economy  w; 
ever  thought  of.  Martin  Bouygue 
late  father,  Francis,  who  founde 
the  company  in  1952,  was  keen  t 
smooth  out  the  cycles  and  fatte 
margins.  He  bought  Saur,  a  Frenc 
water  services  company,  in  198- 
He'd  gone  into  oil-drilling  servict 
in  1974. 

But  the  first  big  leap  in  the  dai 
came  in  1986,  when  Jacqu( 
Chirac,  then  the  prime  ministe 
decided  to  privatize  TFl,  the  stat< 
owned  TV  network.  The  goveri 
ment  set  the  minimum  price  fc 
TFl  at  4.5  billion  francs  ($750  mi 
lion)  and  was  not  concerned  sole 
with  selling  at  the  highest  price. 
No  stranger  to  competiti\ 
bidding,  Francis  Bouygues  quick 
put  together  a  consortium  that  ir 
eluded  Robert  Maxwell's  Perg; 
mon  Press  and  a  number  ( 
French  financial  institutions.  In  tl 
final  round  of  bidding  Bouygue 
consortium  was  up  against  Jeai 
Luc  Lagardere's  Groupe  Hachett 
an  established  media  player. 

Hachette  was  the  clear  favorit 

but  it  lost  to  Bouygues'  consoi 

tium.  TFl's  chief  executive,  Patric 

Le  Lay,  who  had  first  come  t 

Bouygues  as  a  construction  engineer,  w< 

Francis  Bouygues'  right-hand  man  dui 

ing  the  nationally  televised  bidding.  Aft< 

they  won  Le  Lay  immediately  fired  29  ( 

TF l's  30  top  executives  and  replaced  thei 

with  Bouygues-trained  managers  wh< 

like  himself,  knew  nothing  about  TV. 

He  didn't  need  to  be  a  media  mogi 
to  notice  that  hardly  anyone  at  the  stat< 
owned  company  had  a  PC  on  his  des 
Le  Lay  invested  in  more  computers  an 
started  an  information  technolog 
department. 

Since  then  Le  Lay  has  built  TFl  into 
diversified  media  group  with  annual  re\ 
enues  of  $2  billion.  TFl  has  a  35%  aud 
ence  share.  Last  year  it  carried  95  of  th 
country's  100  highest-rated  broadcasts 
But  Le  Lay  has  taken  TFl  far  beyon 


d  leader  in  DSL  technologies.  The  world  wants  it  now!  And  Alcatel,  the  world  leader  in  DSL  technologie 

jrs  download  speeds  the  world  has  been  waiting  for  up  to  200  times  faster  than  traditional  modems.  Alcate 

1 00  people  providing  next  generation  solutions  for  network  operators  and  enterprises  in  the  US  and  130  other  countne 
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foundation  on  which  to  build.  "Con- 
struction is  an  extremely  difficult  busi- 
ness. Competition  is  fierce,  and  margins 
are  thin,"  the  chief  executive  says,  adding 
with  a  mischievous  grin,  "It's  a  wonder- 
ful management  training  school.  It  breeds 
managers  that  love  challenges  and  are 
very  quick  on  their  feet." 

No  surprise,  then,  that  some  North 
American  builders  also  have  scored  in 


the  flagship  station.  He  added  La  Chaine 
Info,  a  24-hour  news  channel,  in  1994 
and  Shopping  Avenue,  a  home  shopping 
channel  available  on  satellite  and  cable 
TV.  Other  assets  include  a  34%  stake  in  a 
sports  channel,  Eurosport,  which  reaches 
87  million  homes  in  47  countries;  and  a 
25%  stake  in  French  satellite  pay-TV 
provider  TPS,  which  has  almost  1  million 
subscribers.  TFl's  Web  site  (www.tfl.fr) 
has  averaged  3  million  vis- 
itors a  month  this  year, 
about    as    many    as  E- 
Trade's  Web  site.  A  sub- 
sidiary, E-TFl,  has  been 
created  to  focus  exclusively  on  Internet     this  cowboy  era  in  communications 
businesses.  (see  table). 

When  Bouygues  made  its  next  leap,  When   entering   new   businesses 

obtaining  France's  third  mobile  license     Bouygues  learns  the  details  from  other 
in  1994,  the  doubters  again  asked:  What     companies.  Bouygues  Telecom  executives 


board  of  Bouygues  Group  and  is  chai 
man  of  Saur.) 

The  initiation  of  Martin  and  Olivi 
into  the  company  was  typical.  Almost ; 
of  the  company's  top  managers  begc 
their  careers  in  entry-level  engineerii 
jobs  on  construction  sites.  Constantly  n 
tating  talent  throughout  the  company 
another  hallmark  of  the  Bouygues  a] 
proach.  "I  judge  my  top  managers  c 


"Construction  is  a  wonderful  management 
training  school-  It  breeds  the  quick-afoot." 


could  construction  possibly  have  in  com- 
mon with  telecom?  Once  more  Martin 
Bouygues  was  starting  from  scratch.  He 
wrote  the  names  of  30  of  the  managers 
he  thought  would  do  the  best  job  of  run- 
ning the  new  telecom  company.  By  that 
evening  they  were  all  appointed. 

Bouygues  approached  the  telecom 
service  rollout  like  any  other  construc- 
tion project,  paying  close  attention  to 
costs  and  deadlines.  Just  1 9  months  later 
Bouygues  Telecom's  mobile  service  was 
operating  in  Paris.  By  November  1998  the 
service  covered  all  of  France,  and  roam- 
ing agreements  were  in  place  in  30  other 
countries.  Bouygues  has  signed  up  nearly 
4  million  subscribers,  and  there  may  be  as 
many  as  5.5  million  by  the  end  of  the 
year.  Bouygues'  share  of  the  French  mo- 
bile market  has  leaped  to  around  1 7%, 
almost  all  of  it  at  the  expense  of  France 
Telecom. 

So  it's  turned  out  that,  for  Bouygues, 
the  construction  business  was  a  great 


recendy  visited  NTT  DoCoMo  to  study 
its  successful  I-mode  service.  Bouygues 
also  often  compares  notes  with  Telecom 
Italia,  which  holds  a  10.8%  stake  in 
Bouygues  Telecom. 

Burly,  bespectacled  Martin  Bouygues, 
48,  arrives  at  the  company's  sprawling 
headquarters,  not  far  from  Versailles,  at 
the  crack  of  dawn  and  shuns  the  public 
eye.  Bouygues  studied  economics  for  a 
year  at  the  University  of  Paris-Dauphine, 
dropped  out,  did  his  required  stint  in  the 
French  army  and  went  to  work  for 
Bouygues  Group  as  a  project  engineer  on 
the  Paris  Forum  des  Halles  shopping 
complex  in  1974.  His  father,  who  owned 
about  10%  of  the  company,  never  gave 
his  sons  a  single  share.  Martin  and  his 
brother  Olivier  between  them  have  accu- 
mulated 16%  of  Bouygues  stock  through 
their  early  investments  in  Maison 
Bouygues,  a  company  that  sold  single- 
lamily  homes  by  catalog,  and  Saur,  now 
worth  $2.9  billion.  (Olivier  is  on  the 


Not  Just  Hard  Hats 

Bouygues  isn't  the  only  construction  firm  to  look  to  telecom  for  some  New 
Economy  growth.  These  North  American  names  have  dug  up  their  own  ventures. 

Company                  Location                Revenues             Telecom  venture 

Bechtel  Group          San  Francisco 

$12.6  billion1 

Incepla1 

Peter  Kiewit  Sons'    Omaha 

$3.4  billion1 

MFS  Communications;  Level  3  Communications 

AMEClRC                    Toronto 

$1  billion 

Agra  Spectrocan3 

Ledcor  Industries     Vancouver 

$600  million 

360networks 

'1998  revenues     Wholly  owned  subsidiary,  acquires  or  invests  in  early  stage  telecom  cos.  'Develops  radio  frequency 
management  systems  (or  countries/  governments  Sources:  Companies. 


their  ability  to  turn  over  their  best  peop 
to  other  parts  of  the  company.  If  you  c 
that,  you'll  be  seen  as  someone  who  hel 
people  advance,  and  people  will  want 
work  for  you,"  Martin  says. 

Besides  giving  workers  an  oppo 
tunity  to  prove  themselves,  Bouygu 
rewards  its  best  employees  with  sto< 
options,  profit-sharing  and  other  con 
pensation  in  a  way  that  is  rare 
France. 

No  surprise,  the  company  is  pushii 
telecom  technology  into  as  many  servi 
areas  as  it  can.  "We  are  limited  only  I 
what  the  handset  manufacturers  can  d 
liver,"  claims  Bouygues.  He'll  even  he 
them  keep  pace  with  those  innovatior 
Bouygues'  heaviest  users  receive  a  ne 
handset  each  year.  Expensive,  but  not 
cosdy  as  losing  good  customers. 

Bouygues  is  hoping  that  its  empha: 
on  new  technology  and  services  will  he 
boost  its  market  share  as  phone  technt 
ogy  moves  toward  "third-generatioi 
(universal  mobile  telephone  system)  sel 
vices,  expected  in  France  in  mid-2002.!| 

The  recent  selloff  in  media  and  tell  | 
com  stocks  has  made  Bouygues  look  al 
tractive.  Karen  Huggins  of  Merrill  Lyni 
has  a  one-year  price  target  of  1 ,000  eun 
($909)  on  the  stock,  about  50%  high 
than  today's  price,  which  is  30%  belc 
its  March  peak.  That's  based  on  a  sun 
of-the-parts  valuation  of  its  varied  hoL 
ings.  Looked  at  simply  as  a  way  of  ente 
ing  the  French  wireless  market,  Bouygu 
also  is  cheap.  It  sells  for  less  than  $4,000 
enterprise  value  per  subscriber,  versus  tl: 
$8,545  Mannesmann  paid  for  Oran 
last  October. 
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From  East  to  West,  the  Internet  has  taken  off  and  the  world's  demand  for  high  bandwidth  data  transmission 
is  growing  exponentially.  At  Alcatel,  being  Architects  of  an  Internet  World  means  being  the  only  company 
to  provide  both  terrestrial  and  submarine  DWDM  transmission  systems.  Alcatel  is  fulfilling  the  world's  total  transport 
needs,  from  sea  to  shining  sea  and  everywhere  in  between.  Alcatel,  world  leader  in  optical  networking. 


ALCATEL 


ARCHITECTS    OF    AN    INTERNET    WORLD 


■■  with  a  mere  22%  dilution  in  i 

II   &fe^f&  ft^&  T  JT^  &^§l       B^i^fc  ^^  I     I  fP^  own  share  base  (that  assumes 

J8A  I  I  gm   t  I  £%        I Jfe  50%  buyout  premium  to  Ger 

MM  1  I  %i*t(fcl  %J  ■  ■  ■  ■  ■  ■  %^  ■  ■  ^^  eral  Growth's  recent  price  of  $3 

a  share).  Under  this  plan  Am; 

An  unconventional  thought  on  the  subject  of  merging  the  Old  zon  wouid  assume  the  reit 

Economy  with  the  new  one:  Jeff  Bezos  should  buy  some  retail  space.    $4.3  billion  in  debt. 

Even  with  the  debt  Gener; 
BY  STEPHANE  FITCH  profit  eventually,  or  it  has  no  value  now.      Growth  is  solidly  profitable.  On  an  $8C 

WHEN  IS  AMAZON.COM  GOING  We  have  a  modest  proposal  for  how     million  rent  roll  this  year  it  will  net  $3 

to  turn  a  profit?  You  can  always     Bezos  can  reach  almost  instant  prof- 
borrow  the  rallying  cry  of  a     itability.  Our  scheme  would  free  Amazon 


BY  STEPHANE  FITCH 

[HEN  IS  AMAZON.COM  GOING 
to  turn  a  profit?  You  can  always 
borrow  the  rallying  cry  of  a 
Cubs  fan — just  wait  till  next  year. 

Amazon  has  so  much  to  admire,  in- 
cluding a  $19  billion  market  value,  $1  bil- 
lion in  cash  and  marketable  securities, 
and,  running  it,  one  of  the  great  retail  in- 
novators of  our  age,  Jeffrey  Bezos.  Along- 
side those  assets,  the  $2.1  billion  in  long- 
term  debt  and  the  first-quarter  loss  of 
$135  million  (before  noncash  charges  like 
goodwill  amortization)  don't  seem  so 
threatening.  But  Amazon  has  to  turn  a 


from  the  cash  drain  of  building  ware- 
houses and  accumulating  new  kinds  of 
inventory.  It  would  also  allow  Bezos  to 
complete  his  revolution  in  the  way  peo- 
ple shop.  The  answer:  Merge  Amazon 
with  General  Growth  Properties. 

General  Growth  is  a  Chicago-based 
real  estate  investment  trust  that  owns  136 
malls  in  37  states.  Market  cap:  $2.8  bil- 
lion, which  means  that  in  a  stock-for- 
stock  merger  Amazon  could  acquire  it 


million  before  noncash  charges  (primai 
ily,  depreciation).  That  would  cover  Am; 
zon's  cash  losses  next  year,  maybe  eve 
this  year.  John  Bucksbaum,  who  rur 
General  Growth,  is  a  big  fan  of  Amazo 
and  just  might  entertain  a  buyout  off* 
from  Bezos. 

As  a  virtual  mall  and  the  sevent 
most  popular  portal,  Amazon  has  cor 
tributed  in  no  small  way  to  Wall  Street 
disaffection  for  traditional  mall  stod 
like  General  Growth.  If  the  Internt 
makes  concrete  malls  obsolete,  as  Wa 
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Tor  All   Walks  of  Life" 


Allen-Edmonds  shoes  make  every  day  a  walk  in  the  park.  They  come  in  styles  from  business 

to  casual.  Not  to  mention  the  widest  selection  available,  from  size  5-18,  widths 

AAAA  to  EEE.  Plus,  our  exclusive  Recrafting™  process  gives  old  pairs  a  lift 

when  they  need  it.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 


Shoes  from  top  to  bottom:  Rutland,  Garner,  Sherwood 
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INDIVIDUALLY    NUMBERED. 
ITS    MORE    TACTFUL 
THAN    SAYING! 
"while  SUPPLIES  LAST." 


Each  individually 

numbered  bottle 

contains  a  rare  blend 

of  a  select  group  of 

our  finest  whiskies. 

And  with  every  sip, 

it  becomes  that 

much  rarer. 

Chivas  Regal  18. 

When  you  know 


Drink  responsibly.  (But  you  know  that.)  Cjooo  Chivas  Regal  18  Year 

Old  worldwide  Blended  Stotch  Whiskv  40*  Alcohol  by  Volume  (80  Proof) 

Chivas  Bros.  Import  Co..  New  York.  MY,  www  chivas. tum 


Street  seems  to  think,  why  would  Bezos 
want  to  own  any  of  them? 

Because  the  Internet  has  not  abol- 
ished the  world  of  hard  assets,  just  reshuf- 
fled it.  Goods  still  have  to  get  into  the 
shopper's  hands,  which  is  why  Amazon 
spent  about  $300  million  last  year  build- 
ing warehouses  and  another  $190  mil- 
lion adding  to  inventory. 

Is  a  merger  crazy?  Perhaps.  But  not  so 
very  different  from  the  clicks-and-bricks 
marriage  of  America  Online  and  Time 
Warner.  Bezos  has  20  million  customers 
and  would  love  to  sell  them  more  stuff, 
exploiting  huge  economies  of  scale.  Mall 
tenants  have  that  stuff  to  sell — and  mall 
operators  make  their  businesses  possible. 

Amazon  could  offer  nice  deals  to  mall 
tenants  that  have  built  national  brands 
(as  Amazon  itself  has  done,  in  an  amaz- 
ingly short  time).  Some  35  million  Amer- 
icans will  spend  $9  billion  in  General 
Growth's  malls  this  year.  Bezos  wouldn't 
get  those  revenues,  of  course,  but  he 
would  get  "content" — 500  retailers  with 
at  least  a  half-dozen  stores  apiece  in  Gen- 
eral Growth  malls.  Many  of  them  have 
been  scratching  their  heads  trying  to  fig- 
ure out  e-commerce.  Amazon  could  de- 
sign and  run  their  sites  for  them,  oper- 
ate their  online  cash  registers  and  even 
fulfill  their  orders — for  a  fee  based  on  the 
volume  of  traffic  and  sales  at  the  site. 
Bezos  knows  this  business:  Amazon  rents 
space  on  its  Web  site  to  hundreds  of  tiny 
retailers  it  calls  Zshops  that  hawk  every- 
thing from  The  Canterbury  Tales  to 
miniature  cups  and  saucers. 

If  Bezos  wants  to  move  beyond  light- 
weight things  like  CDs  and  books  into 
heavy  things  like  dishwashers,  a  joint  ven- 
ture with  a  mall  tenant — say,  Sears — 
would  be  a  natural.  UPS  doesn't  deliver 
dishwashers.  It  doesn't  install  them,  ei- 
ther. Sears  does.  If  the  mall  customer 
stayed  for  a  movie  or  a  meal,  Amazon 
would  eventually  get  some  of  the  benefit 
in  the  form  of  higher  rent. 

From  his  end  Bucksbaum  has  already 
given  some  thought  to  merging  the  con- 
crete mall  with  the  e-mail.  His  own  Web 
site,  Mallibu.com,  will  open  for  business 
this  summer.  It's  a  huge  captive  audience: 
One  in  two  Americans  lives  within  a  45- 
minute  drive  of  a  General  Growth  mall. 
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Bucksbaum  plans  to  install  kiosks  at  mc 
of  his  malls  giving  customers  access 
the  Internet.  He  aims  to  give  them  tl 
option  of  having  their  shirt  or  teacu 
delivered  to  them  or  available  for  picku 
Bucksbaum's  Internet  chieftain,  Chad 
Graves,  guesses  Bezos  could  take  it  a  stt 
further.  "Maybe  tear  out  the  JC  Penne 
at  all  the  malls  and  convert  them  into  di 
tribution  centers,"  he  says. 

Slapping  the  Amazon  logo  on  sho 
ping  malls  might  be  a  big  plus  if  the  r 
tailers  adapted  Bezos'  obsession  with  cu 
tomer  service.  So,  for  example,  if  you  pi< 
up  items  in  seven  different  stores,  yc 
hand  over  your  credit  card  only  once, 
a  kiosk  near  the  exit.  If  it's  a  gift,  y( 
could  have  that  golf  shirt  wrapped  ai 
sent  to  your  uncle  by  the  fulfillment  ce 
ter  in  the  Amazon  mall  near  his  hous 
Bought  a  tennis  racket  and  didn't  like  tl 
feel  of  it  when  you  got  home?  Call  Am 
zon,  and  you  can  mail  it  back  or  return 
to  the  mall  store  for  credit. 

Finally,  the  tax  advantages.  Amazoi 
tax  losses  could  allow  General  Growth 
stop  the  $  1 1 5  million  a  year  in  dividen 
that  it  forces  on  investors  in  order 
avoid  income  tax  at  the  corporate  leve 

FORBES  put  this  fanciful  merger  id 
to  Bezos  on  a  recent  trip  he  made 
Chicago  to  roll  out  two  new  Amazon  r 
tail  lines:  patio  furniture  and  kitchen  ge; 

Bezos  throws  back  his  head  and  b< 
lows  one  of  his  classic  laughs.  Next,  one 
those  "hmmmm"  moments:  "It's  not  t( 
dissimilar  from  what  we  do  with  Dru 
store.com."  (Amazon  acts  as  a  portal 
the  site  and  owns  24%.  You  can  pick  i 
a  Drugstore.com  order  at  the  mall — ji 
look  for  a  Rite- Aid.) 

Now  reality  sets  in.  "I  don't  kno 
anything  about  the  mall  business,"  Bez 
continues.  "We  don't  go  about  doii 
things  unless  we  think  we  can  reinve 
them,  and  the  physical  store  has  bet 
honed  by  some  pretty  smart  people  f 
500  years." 

Finally,  his  eyes  light  up.  "But  tl 
nutty  ideas  are  the  good  ones,  and  rare 
do  I  get  such  an  interesting  ne 
idea.... Would  I  meet  with  Bucksbaur 
I'd  meet  with  anybody." 

One  of  you  guys  should  pick  up  tl 
phone. 


From  Its  Iowa  Roots,  Maytag 
;  Growing  In  New  Dimensions 
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At  Maytag's  Iowa-based  Major 
Appliance  Division,  the  new  Maytag 
Neptune®  washer  and  dryer  are 
perfect  examples  of  how  Intelligent 
Innovation"'  and  attention  to  detail 
translate  into  premium  quality  and 
customer  loyalty.  Division  President 
Bill  Beer  is  quick  to  give  credit  to  the 
state's  pro-business  climate  and 
well-educated  workforce.  "To 
produce  products  of  high  quality," 
says  Beer,  "you  need  people  of  high 
quality  —  and  we've  found  them 
here  in  Iowa." 

Maytag  has  also  partnered 
successfully  with  the  state's 
educational  and  training  alliances  to 
grow  in  profitable  ways,  notes  Beer. 
To  learn  how  your  business  can  profit 
from  all  the  advantages  Iowa  has  to 
offer,  call  1-800-245-IOWA  or 
e-mail  SmartState  @  ided.state.ia.us. 
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A  prominent  departure  at 
Symbian  rattles  investors. 
The  poacher?  Microsoft. 


bian's.  I  am  to  deal  with  the 
software  that  runs  the  servers 
that  wireless  Net  operators 
use  to  store  information. 
Symbian  is  not  in  that  field." 
On  May  9  the  court  ruled 
that  Christensen  couldn't  go 
to  Microsoft  until  his  con- 
tract expires  on  Sept.  16,  an 
eon  in  cybertime. 
One  reason  for  the  hard  feelings  is 
that  Christensen  was  so  closely  in- 
volved in  crucial  stages  of  Symbian's 
formation.  In  1997  he  helped  develop 
the  idea  of  Symbian's  forming  part- 
nerships with  competitors,  among  the 
deadliest  being  Nokia,  Motorola  and 
Ericsson.  Not  only  do  they  use  Sym- 
bian's EPOC  operating  software  in  their 
mobile  phones,  but  they  each  hold  21% 
of  Symbian.  (The  remaining  shares  are 
held  by  Matsushita  of  Japan.) 

Christensen's  resignation  is  only  the 
latest  episode  in  a  string  of  upheavals  at 
Symbian.  In  October  Nokia  went  into  a 
joint  venture  with  Palm,  another  arch- 
rival of  Symbian,  not  to  ditch  EPOC  but 
to  use  Palm's  operating  system  for  its 


phones.  Soon  after  that  Ericsson  joL 
hands  with  Microsoft  to  deploy  Mic 
soft's  Web  browser  in  its  phones,  a§ 
no  challenge  to  EPOC. 

Because  Symbian  is  not  list 
there's  no  way  of  plotting  the  effect 
these  events  on  its  share  price.  Anal 
value  it  at  around  $4.6  billion. 
Psion's  shares  are  widely  regarded  ; 
market  indicator.  Trading  at  aroi 
$12,  the  shares  hit  $23  during  the  te 
stock  craze  but  then  collapsed 
around  $8  before  partially  recoveri 
(Figures  are  adjusted  for  a  5-for-l  s 
on  May  8.) 

One  reason  for  the  rebound: 
Apr.  26  Symbian  announced  a  c 
with  Sony  whereby  the  Japanese  gi 
will  use  the  EPOC  platform  and  poss 
a  range  of  applications  in  its  forthcc 
ing  line  of  portable  gadgets,  sucr 
multimedia  mobile  phones  and  vc 
phone  capabilities. 

So  Symbian  will  live  to  tell  anot 
tale — with  or  without  Christensen 


Snatched  by  Microsoft,  Juha  Christens 
is  now  at  war  with  old  employer  Symbia 


BY  RICHARD  HELLER 

MICROSOFT  AND  SYMBIAN,  A  LON- 
don-based  softwaremaker,  are 
locked  in  combat  over  the  oper- 
ating system  for  the  wireless  devices  that 
enable  you  to  surf  the  Web  unplugged. 
So  it's  understandable  that  alarms  were 
triggered  by  the  defection  of  Juha  Chris- 
tensen, Symbian's  executive  vice  presi- 
dent, to  its  lethal  enemy,  as  vice  president 
of  sales  and  marketing,  as  well  as  in- 
volvement in  new-product  server  soft- 
ware development.  He's  only  the  third 
vice  president  that  Microsoft  has  hired 
from  the  outside. 

Outraged,  Symbian  sought  an  in- 
junction in  London's  Chancery  Court 
to  force  Christensen  to  honor  his 
employment  contract, 
specifically  not  to  com- 
pete directly  with  Sym- 
bian. One  executive  be- 
hind the  legal  maneuver 
is  David  Potter,  chairman 
of  Psion,  the  maker  of 
handheld  devices  that 
owns  28%  of  Symbian. 
He  asks,  "Out  of  the 
whole  world,  is  it  not  a 
bit  strange  that  Juha  was 
found  by  Microsoft  for 
such  a  position?" 

Christensen,  a  35- 
year-old  Dane,  has  an  an- 
swer to  that.  He  tells 
FORBES  that  the  only  con- 
tract  clause  at  issue  is  his 
promise  not  to  compete 
with  Symbian  directly. 

wont  I',1;, "rn-'in ';,,,,,'  Is  it  a  coincidence?  "Out  of  the  whole  world,  i 
a^Mi'crol'f  i  snZt  it  not  a  bit  strange  that  Juha  Christensen  wai 

nothing  to  do  with  front-  *  ■  ■         ...  -  _    -  .  ■_•         AM 

end  software  like  Sym-  f OUfiA  ty  MlCfOSOf t  f Of  SUCll  a  POSltlOtt? 
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Markets  like  Brazil,  Indonesia  and  Morocco  were  our  home  ground 
long  before  others  discovered  them.  We're  pioneers  when  it  comes  to 
identifying  new  opportunities.  And  when  we  move  into  a  market,  we 
move  in  for  good  -  so  you'll  profit  from  our  local  knowledge  and 
staying  power. 


ABNAMRO  Bank 


www.abnamro.com 


Trayelocity.com 

A     Sabre     Company 


When  100%  annual  growth  hit  Travelocity.com,  they  turned  to  NCR. 

How  will  you  handle  success? 


Relationship  Technology  Solutions.  They  can  transform  random  Web  site        ^^   ^k      *    m£^  ■    ■      ■    m  m    ■  ^^  ■   ■ 
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Introducing   Relationship  Technology"  Solutions  from   NC 

NCR  Teradata'  Active  Data  Warehouse,  the  most  intelligent  relationship 

engine  on  the  planet,  for  analysis  of  customer  transactions  enabling  them 

to  make  current,  effective  decisions  tailored  to  the  particular  needs  of  each 

customer.  The  results  helped  make  Travelocity.com  the  world's  largest 

e-travel  business.  And  because  there's  no  limit  to  the  power  of  the        1%  ^^     \J^\  I  IX  L  II  ^\\  I 

Teradata  Active  Data  Warehouse.  Travelocity.com's  phenomenal  growth  Y|  ^m  I  \|  1/ 

will  never  be  a  problem.  If  you  want  to  make  sure  your  e-business  is        ^^    ^^  ^^   ^^ 

equipped  to  handle  success,  visit  www.teradata.com  and  get  your 

Teradata  Knowledge  Pack.  ■5Su»    Iw  I  ^™*  1"^ 
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IHE  BEST  OF  GOLF 


E  100th  U.S.  OPEN 
MES  TO  PEBBLE  I 


rrlooking  the  Pacific  Ocean,  this  rugged,  venerable  marin 
uty  is  a  miracle  to  behold,  and  presents,  a  perplexing  physi- 
and  mental  challenge  to  any  round  of  golf  played  there. 
pv  fitting  then,  that  the  2000  U.S.  Open  take  place  on  Pebble 
ch  Golf  Links,  allowing  the  course  to  add  to/ its  already  con*- 
rable  history,  as  well  as  to  showcase  its  new  Jack  Nicklaus- 
igned  fifth  hole  (pictured),  a  188-yard  par-3. 
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hnonail  Seniles  Croup  ant)  m.iy  not  be  avaiUbb  in  all  crates. 


Owning  a  business  today 
means  managing  growth. 
Surviving  competition. 
Meeting  obligations. 
Balancing  cash  flow. 
Considering  tax  implications. 
Preserving  relationships. 
Zurich  Financial  Services  Group. 
Helping  you  manage  risk  as  your 
business  grows.  Providing  you 
with  innovative  solutions  for 
insurance  and  asset  management. 
Committed  to  exceptional  service 
and  backed  by  exceptional 
strength.  Helping  you  plan  for 
the  future.  At  your  speed. 
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HO\x  \PPROPRL\TF  that  Pebble  Beach 
Golf  Links  is  the  site  of  the  2000  IS 
Open.  Not  only  is  Pebble  one  of  golfs 
most  inspiring  and  stoned  venues,  it  also 
favorite  of  the  1999  Open  champi- 
on, the  late  Payne  Stewart. 

Vi'hen  a  news  conference  was  held 
prior  to  the  2000  AT&T  Pebble  Beach 
National  Pro-Am — another  title  that 
Stew  an  was  scheduled  to 
defend  this  year — Paul 
Azinger  asked  to  repre- 
sent his  good  friend  at 
the  podium.  He  relayed 
a  message  from  Stewart's 
widow.   Tracey.    "She 
wanted  me  to  tell  you 
that  Payne  loved  this 
tournament."    A/ingcr 
said.  "He  loved  Pebble  Beach.  She 
said  if  he  had  any  place  to  play  his 


last  round  ever,  it  would  be  here." 

Stewart,  then,  no  doubt  will  be  mO- 
ing  down  from  Heaven  as  the  100th  S 
Open  Likes  place  at  Pebble  Stewart  so 
cherished  the  U.S.  Open — the  skills  * 
mental  toughness  demanded  by  gift 
purest  test  appealed  immensely  to  lm 
and  he  had  come  to  be  known  as  if 
consummate  Open  player,  with 
wins  and  three  other  (op-xs  to  his  cr<i 
There  was  no  mistaking  his  joy  in  n 
rung  the  99  Open  at  Pinehurst,  wlf? 
he  sank  an  18-foot  par  pun  to  beat  i 
Mickelson  on  the  final  hole.  Who  il 
forget  Stewarts  exuberant  fist  pump.i 
bear  hug  with  caddie  Mike  Hicks. » 
loving  embrace  o(  the  Open  trophy? 

Those  memories  oi  Stewart,  M 
main  more,  will  be  on  everyoi  s 
minds  as  Pebble  Beach  plays  host  KM 
fourth  U  S  Open.  Other  wonderful  if 
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lieach's  dramatic  par-5  finishing  hole  (above) 
c   I  be  the  stage  for  some  Open  heroics,  as  the  par-3 
I  ii  as  for  Tom  Watson  (right)  in  1982. 
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s  will  be  recalled  as  well.  Pebble 
h  sconis  to  have  a  knack  tor  pro 
them;  Jack  Nicklaus's  tearless  1- 
the  par  3  17th  to  clinch  the  1972 

;  Tom  Watson's  miraculous  sand 
§e  to  birdie  the  17th  from  deep 
h  and  lift  him  to  the  <S2  title;  Tom 
s  chip-in  birdie  at  the  7th  as  he 
•ly  overcame  a  windblown  Pebble 
2  lor  his  first  major  championship. 
laus  won  the   1%1   U.S.  Amateur 

Bobby  Jones  was  knocked  out  of 
1929  Amateur  in  the  first  round, 
h  was  just  as  significant  as  if  he'd 

Since  1947,  the  PGA  Tour  has 
■d  an  annual  stop  at  Pebble  as  pan 

winter  West  Coast  swing. 

the  conditions  are  right — which  ac 

mg  to  the  USGA's  ideals  are  "firm, 

and  fair"— the  2000  Open  should 

be  one  to  remember.  "The  locals 

a  saying.  When  the  sun  comes 
the  wind  comes  up,"  says  USGA 
utivc  Director  David  Pay.  "I  remem 
m  the  final  round  of  the  '92  Open 
g  by  the  par-3  12th  green,  where 
were  downwind.  I  must  have 
bed  10  groups  go  through,  and 
.one  did  the  same  thing  Every  time, 
xill  would  be  right  at  the  hole,  take 


imc  hop  and  go  o\cr 
Kite's  ball  hit  short  and 
ran  up.  1  thought  at  thai 
time,  This  gu\  ls  going 
to  win  [here  is  no  wa\ 
to  hold  this  green,  but 
he's  thinking  cleat  l\ 
Hell  win."' 

Pebble  Beach's  deli 
cious  combination  of 
stirring  natural  beauty — 
the  Monterey  Peninsula 
has  often  been  referred 
to  as  the  greatest  meet- 
ing of  land  .\[\\  water  in 
the  world" — remarkable 
history  And  sheer  chal 
lenge  makes  it  the  per 
fe<  i  place  to  celebrate 
the  Open's  100th  plaj 
ing.  "II  you  ask  golf  his- 
torians to  name  the 
great  I  I.S.  Open  tourna- 
ments of  the  pasi, 
they're  going  to  talk 
about  the  Pebble  beach  Opens,"  says 
Mike  Davis,  the  USGA's  director  of  cham- 
pionship relations.  "The  championship 
just  always  seems  to  k'  special  there  .  .  . 
It  s  going  to  be  the  KK)th  ( )pen,  it's  going 
to  Iv  the  year  2000 — what  better  place  to 
hold  it  than  Pebble  Beach?" 

Tiger  Woods  added  to  the  legend — 
both  his  own  and  Pebble  Beach's — 
when  he  won  the  2(H)0  AT&T  evenl  by 
erasing  a  seven-shot  deficit  with  sc\cn 
holes  remaining  to  beat  Matt  Gogel  and 
\  ijay  Singh  by  two.  Woods's  eagle 
birdie-par-birdie  finish  included  a  holed 
pitching  wedge  from  97  yards  on  the 
par-4  15th  hole,  earning  him  a  sixth  con 
secutive  victory.  Heroics  like  that  make 
Woods  a  favorite  to  win  any  event,  but 
especially  the  majors,  where  he  thrives 
on  the  pressure  and  challenge.  At  Pine- 
hurst,  regarded  by  many  as  the  toughest 
Open  setup  in  years,  Wxxls  finished  in 
a  lie  for  third,  two  shots  behind  Slew.nt 

but  every  tournament  with  Woods  in 
the  tield  is  not  a  one-man  race — even  il 
it  often  seems  that  way — and  a  host  of 
other  challengers  will  be  jockeying  lot 
position  along  Pebble's  tabled  fairways; 
perennial  Open  contender  Tom  Lehman, 
who  has  four  top-5s  in  the  past   five 
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years;  Colin  Montgomerie,  the  mnner-up 
to  Kite  in  '92;  two-time  Open  champion 
Ernie  Els,  playing  as  solidly  as  ever  this 
year;  Jim  Furyk,  an  accurate  ball-striker 
and  superb  putter,  two  most  helpful 
traits  for  any  Open  player;  and  Nick 
Price,  who  tied  for  fourth  at  the  92 
Open  and  always  seems  to  be  on  the 
leader  board  at  the  majors. 

Perhaps  the  most  likely  non-Woods 
candidate  to  win,  however,  is  Mickelson. 
Playing  last  year's  Open  on  standby  to 
leave  at  any  moment  due  to  the  impend- 
ing birth  of  his  daughter,  Amanda,  Mick- 
elson matched  Stewart  almost  shot  for 
shot  in  the  final  round 
before  bogeying  the 
16th  hole  and  missing  a 
short  birdie  putt  at  the 
17th.  But  he  answered 
the  detractors  who  said 
he  couldn't  contend  in 
the  big  events — it  was 
his  best  finish  in  a  major 
and  his  first  top-5  since 
1996 — and  he  further  so- 
lidified his  confidence 
by  holding  off  a  hard- 
charging  Woods  in  Feb- 
ruary to  win  the  Huick 
Invitational  and  halt 
Tiger's  win  streak  at  six. 

After  Stewart's  winning 
putt  dropped  at  Pine- 
hurst  last  year,  he 
grabbed  Mickelson  by 
the  face  and  reminded 
him  that  some  things  are 
more  important  than  tro- 


phies. "Good  luck  with  the  baby,"  Stewart 
said.  "There's  nothing  like  being  a  father." 

Amy  Mickelson  gave  birth  to  Amanda 
the  next  day— reason  enough  to  cele- 
brate under  any  circumstances.  In  a  story- 
book ending.  Mickelson  now  would  re- 
turn to  the  Open  and  celebrate  a  victory. 

Who  knows?  Pebble  Reach  does  spe- 
cialize in  storybook  endings.  ■ 

Phil  Mickelson  (below,  light)  will  be 
both  a  sentimental  favorite  and  a 
legitimate  threat  to  topple  contenders 
such  as  Nick  Price  (far  below,  left),  Jim 
Furyk  (below,  left)  and  Tiger  Woods. 


The  U.S.  Open  at  a  Glance 

When: 

June  15-18,  2000 

Where: 

Pebble  Beach  Golf  links,  Pebble  Beach,  Calif.  (Par  35-36—71;  6,846  yards) 

1999  champion: 

Payne  Stewart  (1-under-par  279) 

Field: 

1 56  players;  36-  hole  cut  will  include  low  60  (and  ties),  and  any  player  within  10  strokes  of  leader 

Purse/Winners  share: 

$4.5  million/$800,000 

TV: 

Thursday,  June  15             3-5  p.m.  (NBC),  5-10:30  p.m.  (ESPN) 

Friday,  June  16                 3-5  p.m.  (NBC),  5-10:30  p.m.  (ESPN) 

Saturday,  June  17               1 :30-8  p.m.  (NBC) 

Sunday,  June  18                 1 :30-8  p.m.  (NBC) 

If  Monday  18-hole  playoff  is  necessary,  ESPN  will  begin  coverage  with  noon  start,  with  NBC 

picking  up  play  at  2  p.m. 
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By  Jeff  Wbluams 

ull  of  anticipation, 

Payne  Stewart  walked  to  the  first 
tee  of  the  Waterville  Golf  Club 
alongside  the  Hub  professional.  I  iam  Hig- 
gins.  The  wind,  so  typical  of  the  Kerry 
Coast  on  the  southwest  corner  of  Ireland, 
was  kissing  the  links  that  July  d 
1998.  It  was  also  touching  Stewarts  soul. 

Around  Stewart  and  Higgins  were 
dub  members  and  townsfolk  gathered 
to  watch  a  small  troop  of  big-time  Vmer 
ican  goiters  Tiga  Woods  had  aco 
nted  Stewart,  as  had  their  mutual  friend 
Mark  O'Meara,  fresh  off  his  victory  at  the 
Masters  Stewart  chatted  with  everyone 
as  he  made  his  way  through  the  crowd 
I  [e  had  a  smile  for  this  one.  a  hand- 
shake for  that  one,  an  acknowledgment 
for  each  and  ill  who  sought  it  Though 

Never  mind  that  Payne 
Stewart  was  a  three-time 
major  champion.  It  was 
his  charm  and  genuine 
love  for  others  that  made 
him  a  favorite  in  this  tiny 
southwest  Ireland  town. 


Stewart  had  just  arrived  and  was  visiting 
the  town  for  the  very  first  time,  the  peo- 
ple of  this  little  hamlet  were  working 
their  magic  on  him.  ami  vice  versa 

"As  we  walked  to  the  tee  he  told  me 
thai  Waterville  was  such  an  incredible 
place,  he  wanted  to  make  it  his  home 
Visit  www.forbes.com/specialsections 


someday, "  says  Higgins, 
sounding  a  bit  aston- 
ished. "And  he  had  only 
been  here  a  d 

When    Payne    Stewart 
died  in  the  crash  'ar- 

tered  plane  on  Oct.  25,  1999. 
news  of  the  tragi^  event  pulled  a 
veil  cf  grief  over  Waterville,  the 
tii  .ity  of  450  that  sits 

smack  against  the  grand  sweep  of 
BallinskejHgs  B  iv  and  within  the  em 

of  Macgillu  uddv  s  Reeks  and  the 
B  illinskellrgs  Mountains. 

e  hid  become  very  much  a  part  of 

■\     Noel  <"romn.  the  secretary  and 
eneral  manager  of  the  Waterville  Golf 
b    He  seemed  to  enjov  being  as 
WRJch  a  part  of  us  as  we  enjoyed  Ix'tng 
w  ith  him   I  le  spent  time  with  every- 
body, kids  and  parents   He  never  re 
fused  an  autograph  or  to  have  his  pic- 
ture taken  with  someone    lie  always 
had  a  good  word  for  somebody   He 
w  is  i  real  gentleman,  he  was  1  tell  you, 
he  is  very  much  missed  by  everyone 

No  more  would  Stewart  walk  the  lus 
( ions  links  of  Waterville  No  more  would 
he  fish  in  tin-  Butlers  P<x>l  next  to  Water 
ville  House  where  the  players  stayed  No 
more  would  he  pop  into  Padraig  and 
Sheila  \nn  Eogarty's  Centra  store  for  ice 
cream  No  more  would  he  e  it  the  fresh 
hsh  ai  Michael  and  Mary  <  ourtney's 
Sheiling  Restaurant  No  more  would  he 
pull  pints  oi  Guinness  in  the  High  Bar 
ol  Peter  Huggard's  Butler  Vrms  Hotel, 

'Ue  would  he  smg  w  ith  M  mi  i 
O'Neill  or  give  a  big  hug  to  Katherine 
Moran   \nd  no  more  would  he  take  his 

w  lie.    I  i.i<  e\  .   tO   mass    11    Si     I  Milan's 

C.nholii  Church,  escorting  her  to  i  pew 
before  returning  to  stand  with  the  men 
in  the  i'  it  of  the  sanctuary. 


^_ 
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HOW   TO    PLAY   BETTER   GOLF 


Lesson  2 

The  Right  Equipment 


fig  1.  Wood 


fig  2.  Iron 


fig  3.  Mouse 


The  right  set  of  clubs  can  only  take  your  game  so  far.  The  right  web  site,  however,  can  do 
wonders.  Introducing  QolfDigest.com,  the  first  web  site  completely  customized  to  the  way 
you  play  the  game.  Only  QolfDigest.com  can  provide  one-on-one  online  instructions  based 
on  your  individual  golf  habits.  Log  on  today,  and  enter 
to  win  3  days  at  the  Golf  Digest  School  in  Scottsdale. 


Golf  Digest  .com 


Custom-fitted  for  your  game. 


Contest  ends  June  15,  2000. 
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P-ivne  Stewart  became  part 

>f  Waterville  in  two  brief  vis- 
its He  rea<  hed  out  to  the 
people,  who  in  the  abiding 
nature  of  the  Irish,  reached 
back   His  warmth,  his  depth 

>f  feeling,  his  spirit  all 
matched  theirs  Stewart, 
Woods  and  O'Meara  returned 
to  Waterville  in  July  1999  with 
the  same  dual  purpose  as  be- 
fore, to  relax  and  at  the  same 
time  practice  links  golf  in 
preparation  for  the  British 
( )pcn.  This  time  they  brought 
along  three  more  players:  Lee 
Jan/cn.  David  Duval  and  Stu- 
art Appleby.  Stewart  also 
brought  along  something  else — the  title  of 
U.S.  Open  champion,  earned  in  a  thrilling 
final-round  showdown  with  Phil  Mickel- 
son  on  the  No.  2  Course  at  Pinehurst 

Stewart  was  not  only  champion  of  the 
United  States,  he  became  Waterville's 
champion  as  well,  as  dose  to  a  native 
son  as  he  could  lx-  considering  he  was 
l*>rn  in  Missouri,  lived  in  Orlando  and 
wasn't  Irish.  But  by  word  and  by  deed, 
he  had  proved  that  he  was  one  ol  them, 
and  they  were  more  than  willing  to  ac- 
cept him  as  their  own.  The  club  made 
him  honorary  captain  for  the  year  2(XK) — 
an  honor  that  continues  posthumously — 
and  will  unveil  a  bronze  statue  of  Stewart 
the  weekend  before  this  years  British 
Open.  The  statue  will  be  mounted  near 
the  putting  green  between  the  ninth 

'sit  www.forbes.com/specialsections 


In  July  of  1999,  a  group 
of  professional  golfers 
was  given  honorary 
membership  at  Ireland's 
Waterville  Golf  dub. 
(Above,  from  left): 
Leejanzen,  Tiger  Woods, 
Mark  O'Meara,  Stuart 
Appleby,  WaterviUe  House 
Manager  Michael  Dwyer, 
Payne  Stewart  and 
Datid  Duval  Later  that 
evening  Stewart 
entertained  locals  at  a 
favorite  pub  until  the  wee 
hours  of  the  morning. 

green  and  l()th  tee  as  part 
of  the  clubhouse  vista, 
and  will  lx?  a  constant  re- 
minder that  Stewart  be- 
longed to  both  the  Water- 
viUe Golf  Club  and  the  town  itself. 

It  was  Stewart's  ease  with  the  peo- 
ple, his  own  sense  of  belonging,  that 
led  Waterville  to  name  him  honorary 
captain,  which  the  club  made  official 
during  a  ceremony  at  the  Ryder  Cup 
in  Boston  in  September. 

Jay  Connolly,  who  heads  up  the  syndi- 
cate of  Americans  dial  owns  the  Waterville 
Golf  Club,  was  Liken  by  Stewart's  genuine 
fondness  for  the  town  and  the  club.  "We 
aren't  just  doing  this  to  glorify  ourselves 
or  even  to  just  glorify  Payne  as  a  profes- 
sional golfer,"  says  Connolly.  Were  do- 
ing this  for  the  person  he  was,  for  die  im- 
pact he  had  on  the  people  here.  We  may 
not  have  done  it  if  he  were  just  a  great 
goiter  But  he  was  so  much  more  than 
'I   .  He  was  a  great  person,  a  true  gentle- 


man who  gave  of  himself.  That's 
Payne  Stewart  we  are  honoring." 

When  Stewart  returned  in  1999,  it 
as  if  he  had  never  left.  He  rememb 
the  names  of  the  people  he  had  met 
the  lives  they  had  lived.  Sheila-Ann 
arty  wondered  if  Stewart  would  stop 
her  store  again  for  ice  cream  and  a  < 
She  also  wondered  if  he  would 
about  her  son  Patrick,  and  if  he  w 
ask  how  she  and  Padraig  were  dej 
with  the  loss  of  their  oldest  son,  Dan 
Just  before  closing  one  night,  Ste 
popped  into  the  store.  "You  had 
feeling  it  was  in  Payne's  plan  to  corr 
see  us,"  says  Sheila-Ann. 

On  Christmas  Eve  1997,  a  fierce  st 
hammered  Waterville.  The  Fogartys'  s 
Damien  and  Patrick,  were  helping 
minute  Christmas  shoppers  take  gocx 
their  cars  when  a  fist  of  wind  knoc 
down  an  old  dance  hall  next  to  the  si 
killing  Damien  and  seriously  inju 
Patrick,  who  would  lose  both  his  legs 

Woods's  former  caddie,  Mike  C 
an,  had  learned  of  this  during  a 
to  Waterville  in  March  1998. 
vowed  to  bring  Woods  to  the  stor 
meet  Patrick.  Not  only  did  he  b 
Woods,  he  also  brought  Stew 
O'Meara  and  the  whole  entour; 
Stewart  made  it  a  point  to  speal 
Patrick  and  talk  privately  with  Sh< 
Ann  and  Padraig,  to  look  o 
Damien's  photo  album,  to  pay  his 
\  ate  condolences. 
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When  Stewart  returned,  he  again  made 
it  a  point  to  speak  with  Patrick.  "He  was 
v;  happy  that  Patrick  was  pursuing  his 
college  studies,"  says  Sheila-Ann  "He  was 
so  supportive  of  him.  He  was  vj  raring, 
so  genuine  alxxit  it  all.  All  the  < >ther  play- 


playing  tunes.  Payne  really  en- 
joyed being  in  the  spotlight,  be- 
ing at  the  center  of  it  all.  But  it 
wasn't  a  big  ego  thing.  He  was 
down-to-earth,  approachable. 
Everybody  liked  him,  especially 
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A  scrapbook  of 
memories:  Stewart 
receitring  an  Orbisffy 
rod  from  WaterviBe 
Managing  Director  Jay 
ConnoUy  (left)  at  the 
1999 Ryder  Cup  at 
The  Country  Cud)  and 
signing  his  honorary 
nwmbersbip  document 
at  WalerviQe  (above) 


ers  wen-  very  nice,  bul  Payne  was  diffei 
ent.  Payne  dicta"!  seem  like  an  outside] 

A  big  pari  ol  whal  in.uk'  Stewart  spe 
rial  to  the  (own  was  his  penchant,  shared 
with  the  locals,  lor  .1  bit  of  "craic"  and  a 
"h(x)k\  (  i.ik  (pronounced  "crack")  is 
(  p.k-Ik  for  having  tun  A  hooley  is  part  ol 
the  vernacular  for  having  a  sing-song  in  a 
pub  No  one  w.is  more  up  for  .1  bit  ol 
craic  and  hooley  than  Stewart  It  began 
the  first  year  when  stew  an  and  friends 
found  themselves  in  the  Fishermen's  bar 
Brian  Higgins,  son  ol  Liam,  spotted  wa 
terville  membe  Dr  Rory  Lehane,  a  piano 
player  I  fe  also  knew  ol  Stewart's  love  for 
playing  the  harmonica  and  singing. 

"It  was  all  very  spontaneous,''  says 
lehane     We  went  into  the  High  bar  at 
the  Butlei    Urns  Hotel,  which  had  a  pi 
.mo,  .1  grand  piano  at      it     rid  started 
Visit  www.forbes.com/specialsection 


the  women,  who 
thought  he  was  a 
fine  thing  Here  was 
a  man  who  had  the 
three  Fs — lame,  fortune  and  family — 
and  exuded  genuine  love  toward 
everybody.  You  could  tell  he  was  an 
artist,  that  he  had  music  in  his  soul. 

People  come  to  my  surgery  and  say 
how  terrible  it  must  lx-  to  have  lost  my 
old  friend  Payne  Stewart.  Well,  he  wasn't 
my  old  friend  I  had  seen  him  only  a  lew 
times  I  remember  when  he  came  back 
llastl  summer  and  I  followed  him  around 
on  the  golf  course,  I  told  him  that  he 
probably  wouldn't  remember  me.  He 
said.  Sure  I  do.  You're  the  piano  nun. 
Lis  do  it  again  '  It  was  an  absolute  honor 
to  have  known  the  man." 

w.itemlle  member  Maura  O'Neill  de- 
veloped a  close  IxmuI  with  Stewart  during 
the  first  round  he  played  Stewart  had  just 
been  beaten  in  the  last  round  of  the  1998 
l '  S  ( )|x'ii  at  Olympic  by  Lee  Jan/en. 


"What  happened  to  you  that  yl 
Lee  Janzen  beat  you?"  asked  ON<j 
"I  didn't  come  all  the  wayi 
here  to  be  scolded  by  you  a 
that,"  said  Stewart,  good-naturedj 
A  year  later,  O'Neill  watchej 
final  round  of  the  U.S.  Open  I 
her  house  in  Cahirsiveen,  her  I 
fluttering  as  Stewart  lined  up  u 
nal-hole  putt  that  would  wiij 
Open.  She  went  over  to  the  tl 
sion  set  and  made  the  sign  of  the 
over  it,  trying  to  provide  Stewart  n 
ever  spiritual  support  she  could,  n 
Stewart  made  the  putt,  O'Neill  fe 
stantly  connected  to  him. 

I  le  was  such  a  nice  man,  and 
ladies  loved  him,"  says  O'Neill, 
would  battle  to  get  his  attention  affc 
round  in  the  clubhouse.  I  have  his 
graph  on  my  handicap  card  I  carry  i 
wallet.  I  will  probably  always  carry  i 
During  November,  when  it  is  trad 
al  in  the  Catholic  faith  to  mourn  & 
cendy  departed,  Stewart's  name 
peared  on  the  list  of  the  dead  in  frc 
die  altar  at  St.  Finian's,  right  betwee 
names  of  Mary  Carey  and  Eileen 
phy.  At  a  memorial  mass  for  die  de 
year-old  Caoimhe  O'Mahony  ca 
Stewart's  candle  to  the  altar.  "Payne ! 
art  was  a  great  light  for  this  commi 
for  young  and  old,"  says  Fadier  W 
Sheehan,  the  pastor  of  St.  Finian's. 
peel  that  light  will  always  be  here." 
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The  1992  U.S.  Open  champ  recalls  the  day  he  conquered  a  vicious  Pebble  Beach. 


Tom  KUe  will  always  be 
remembered  most  for  what  he 
accomplished  on  Father's  Day 
in  1992  in  Pebble  Beach,  Calif. 
On  a  sunny  and  windy  Sunday 
afternoon,  Kite  chargedfrom 
behind  to  win  the  U.S.  Open, 
his  one  and  only  major 
championship  victory. 

He  shot  a  final-round  15, 
but  sparked  by  a  chip-in 
birdie  on  thepar-3  seventh 
hole,  it  was  enough  to  hold 
off  feff  Shimon  and  Colin 
Montgomeriefor  a  two-shot 
victory.  Kite  recently  spent 
some  time  with  LINKS 
contributing  writer  Art 
Stricklin  to  discuss  tnemo- 
ries  of  his  Open  victory,  and 
possible  contenders  for  this 
year's  championship. 


LINKS:  Tell  us  about  the  first  time  you  played  in  a  U.S. 
Open  at  Pebble  Beach,  in  1972. 

Kite:  I  was  coming  out  of  the  University  of  Texas  and 
made  the  cut  as  the  second-low  amateur.  It  was  a  yieat 
experience  and  something  I  will  always  remember. 
That  started  my  great  relationship  with  Pebble  Beach. 
We  talked  once  a  few  years  ago,  and  you  said  you  remem- 
bered every  shot  you  hit  to  win  the  U.S.  Open  at  Pebble 
Beach.  Do  you  still  remember  most  of  them? 
I  sure  remember  all  of  them  on  the  last  day.  It's  a  great 
memory  and  something  I  always  enjoy  talking  about. 
You  had  come  close  in  several  major  championships  in  the 
past.  When  did  you  begin  to  feel  the  '92  Open  was  going  to 
be  your  time? 

I  had  played  pretty  good  all  week  long,  but  when  I 
stcxxJ  on  the  putting  green  before  going  to  the  first  tee 
on  Sunday,  I  felt  how  hard  the  wind  was  blowing  and 
how  fimi  the  greens  were.  I  felt  pretty  good  then  that  it 
might  lx'  my  time. 

Would  you  call  that  victory  in  the  Open  your  career  highlight? 

I've  had  a  very  good  career,  played  for  a  lot  of 

years  and  had  a  lot  of  highlights,  bill  that's  the  one 

people  still  remember  the  most.  Still,  it's  not  the 

only  thing  I  ever  did. 

What  do  you  remember  about  celebrating  your  win? 

I  have  a  lot  of  great  memories  of  the  victory. 

It  was  on  Father's  Day,  which  it  usually  al- 
ways is,  and  my  father  [Tom,  Sr.l  was  there 
along  with  [wife]  Christy  and  the  whole  fami- 
Visit  www.forbes.com/specialsections 
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ly.  It  was  just  a  great  week.  The  d 
after  the  tournament,  Christy  took  t 
trophy  back  to  [teacher]  Harvi 
Penick  and  presented  it  to  him 
Austin  Country  Club.  That  broug 
tears  to  his  eyes. 

Do  you  still  miss  Harvey  and  the  influence 
had  on  you? 

He  was  a  great  sounding  board  for  r 
when  I  wanted  to  talk  about  golf  or  abc 
life.  Even  though  he's  been  gone  seve 
years,  when  somebody  has  been  yc 
mentor  for  that  long,  you  miss  them  tei 
bly.  He  meant  so  much  to  me  and  ma 
others. 

Are  you  looking  forward  to  j 
big  back  in  June,  still  as 
defending  Pebble  Beach  Op 
i  champion? 

%.  I  haven't  really  thoug 
§  about  it  that  way,  but 
*  always  nice  to  go  back 
|  Pebble  Beach.  As  I've  sa 
5  I  like  the  course  a  lot. 
i  What  kind  of  course  is  Peb 
5  Beach  for  a  U.S.  Open? 
It's  my  favorite  course  in  the  whole  world.  I  think  it': 
wonderful  course  for  the  Open,  I  wish  they  would 
there  quite  a  bit.  If  you  look,  it's  only  been  eight  ye 
since  the  last  Open  was  there  and  the  USGA  doesn't 
back  much  sooner  than  that. 
Do  you  think  the  USGA  setup  is  fair  for  the  U.S.  Open? 
I  think  they  take  the  course  right  to  the  edge  wher 
comes  to  setup.  It  Ixjrders  on  unfair,  but  the  Open  i; 
different  week  than  most  tournaments,  so  I  don't  thi 
they  can  ruin  the  course. 

Speak ing  of  this  year's  Open,  who  are  some  of  your  favorites 
win  at  Pebble  Beach? 

I  think  anylxxly  who  is  playing  their  test  golf  at  t 
time.  Certainly  Tiger  Woods  will  be  a  factor,  and  play- 
like  Davis  Love  III  and  David  Duval  will  also  be  in  t 
hunt. 

What  type  of  player  does  an  Open  setup  at  Pebble  Beach  favc 
1  think  somebody  who  scrambles  well  from  off  t 
green.  Somebody  who  is  putting  very  well  that  we 
Somelxxly  who  has  a  great  short  game,  like  a  Phil  Mi< 
elson.  and  is  very  patient. 

How  will  Tiger's  aggressive  power  game  fit  the  U.S.  Of 
at  Pebble? 

Tiger  has  already  proven  he  can  play  well  there,  w 
ning  the  AT&T  this  year,  and  he  certainly  knows  t 
course  very  well,  so  I  tliink  he  will  be  fine. 


WHEN  YOU  PLAY  WITH  BETTER  PLAYERS 

YOU  PLAY  BETTER. 
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C ALU  NG 

DR.  DEMETRIA 

From  the  Midwest  comes  a  cheaper  service  to  patch  up  sick,  small  manufacturers. 


BY  JOANNE  GORDON 

SHE'S  THE  DR.  DOOLITTLE  OF 
small,  low-tech  businesses. 
Demetria  Giannisis,  president 
of  the  nonprofit  Chicago 
Manufacturing  Center,  takes 
in  mom-and-pop  shops  and  saves  them 
from  near  extinction.  Or,  at  least,  from 
terminal  mediocrity. 

Giannisis,  38,  is  pure  local.  Growing 
up  on  Chicago's  South  Side,  she  re- 
ceived a  B.A.  in  political  science  from 
Northwestern  University  and  spent  five 
years  at  the  University  of  Chicago,  get- 
ting a  master's  degree  in  public  policy. 
She  also  helped  commercialize  technol- 
ogy—such as  tools  used  in  genetic  en- 
gineering and  thermostable  commer- 
cial enzymes — developed  by  the 
university.  But  after  one  year  as  a  strat- 
egy consultant  at  the  Chicago  High 
Tech  Association,  she  discovered  that 
her  heart  belonged  to  small  manufac- 
turers. While  working  for  the  city's  Eco- 
nomic Development  Commission,  Gi- 
annisis got  wind  of  the  Manufacturing 
Extension  Partnership,  a  federal  pro- 
gram that  funded  consultants  dedicated 
to  nurturing  local  manufacturers. 

Six  years  ago  she  opened  her  own 
shop  to  deal  with  the  acute  problems  of 
Old  Economy  small  businesses  that 
were  suffering  from  various  inefficien- 

212      FORBES,  tune  12,2000 


cies  and  technological  backwardness. 
With  $7  million  in  local,  state  and  fed- 
eral money,  CMC  can  offer  cheaper 
rates — as  low  as  $85  an  hour  versus  as 
much  as  $300  by  large,  private  consult- 
ing firms.  Its  20  consultants  work  as 
hard  as  McKinsey  associates,  but  few 
make  more  than  $100,000  a  year. 

The  rewards,  clearly,  lie  elsewhere. 
"These  companies  are  like  ants,"  Gian- 
nisis says.  "The  tendency  is  to  brush 
them  away,  but  they're  a  necessary  part 
of  the  industrial  ecosystem."  Here  are  a 
few  that  CMC  has  nursed  back  to  life. 

HI-TECH  MANUFACTURING 

Schiller  Park,  III. 

1999  revenues:  $5.6  million 

1999  earnings:  $200,000 

Product:  Custom  machine  parts 

CMC  fee:  $15,000 

ROI:  $60,000  in  additional  revenue 

Mario  Arcari  left  Scotland  for  the 
U.S.  in  1956  and  later  cofounded  Hi- 
Tech Manufacturing  with  fellow  ma- 
chinist Gregory  Goldfarb.  "We  were  just 
two  guys  and  a  shop  making  machine 
parts,"  says  Arcari.  Revenues  grew  about 
1 5%  a  year,  but  masked  a  few  problems. 

Orders  were  processed  on  the  fly. 
About  1%  of  all  product  material  was 
left  over  as  "scrap"  and  dumped  or  paid 
for  out  of  Hi-Tech's  pocket,  costing 


thousands  every  year. 
There  were  no  proce- 
dures to  handle  customer 
complaints.  Machines 
went  for  months  without 
maintenance  checks.  Im- 
perfect parts — too  long 
or  short  by  fractions  of 
an  inch — were  often 
shipped.  Companies  like 
Lockheed-Martin  re- 
fused to  talk  to  Hi-Tech 
until  it  had  a  quality- 
control  program. 

Finally,  Arcari  called 
Giannisis.  It  took  eight 
months  for  CMC  to  undo 
two  decades  of  bad 
habits.  First,  the  team 
found  broken  equipment 
among  Hi-Tech's  200 
measuring  tools;  one  manual  machin 
turned  out  to  be  the  source  of  inaccu 
rate  cutting  and  was  replaced.  CM« 
consultants  started  scheduling  month! 
maintenance  checks.  They  also  in 
creased  product  sampling  to  catch  mis 
takes  earlier. 

Each  machinist  now  consults 
comprehensive  to-do  list — instead  c 
just  a  product  blueprint — before  th 
start  of  each  job.  The  list  guides  th 
product  through  the  entire  cycle,  fron 


Tough  medicine  for  so 
intractable  problems;  CM 
President  Demetria  Giannisis. 
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measuring  and  sawing  raw  material  to 
mal  inspection.  "CMC  put  our  process 
ito  words,"  says  Arcari. 

With  a  few  slips  of  the  tongue.  Last 
ear  sales  dropped  $350,000  because 
mployees'  time  was  taken  up  learning 
iew  procedures.  But  Arcari  expects  to 
it  $6.5  million  by  year-end.  Mean- 
while, scrap  is  already  down  to  0.1%. 
Our  salesmen  are  more  confident,"  he 
ays.  "Employees  are  secure  they  won't 
•e  blamed  for  others'  mistakes,  and 


we've  had  less  than  five  calls  from  un- 
happy customers." 

ASK  PRODUCTS 

Aurora,  III. 

1999  revenues:  $1 .9  million 

1999  earnings:  $60,000 

Product  Electrical  connectors 

CMC  fee:  $25,000 

ROI:  $600,000  in  additional  sales;  gross 

margins  up  to  7%  from  3% 

ASK  makes  a  rare  electrical  connec- 


tor that  links  high-voltage  cable  to 
grounding  applications — if  lightning 
strikes  a  telecom  tower,  ASK's  connec- 
tors divert  the  power  surge  from  the 
tower's  electronic  components  safely 
into  the  ground.  But  there  was  no  run- 
ning for  cover  in  1995,  when  the  com- 
pany's manufacturing  plant  was  under 
1 1  feet  of  flood  waters  and  its  largest 
customer  declared  bankruptcy.  "The 
money  was  flying  away  from  me,"  says 
President  Steven  Kase,  48.  Faster  than 
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ever,  since  90%  of  sales  came 
from  makers  of  military 
trucks  and  tanks  whose  busi- 
nesses were  getting  whacked. 

Problem  was  that  ASK  was 
not  geared  up  to  meet  the 
quality  demands  of  nonmili- 
tary  clients,  such  as  telecom 
outfits  and  automotive  suppli- 
ers. Kase  tried  to  enlist  large 
consultancies,  but  they  blew 
him  off  because  his  business 
was  too  small.  His  accountant 
suggested  that  he  call  CMC, 
which  recommended  putting 
in  a  production  system  that 
met  the  benchmark  for  the  In- 
ternational Organization  for 
Standards — a  global  seal  of 
approval  for  manufacturers. 
ASK  paid  CMC  $4,500  to  im- 
prove processes  and  watched  product- 
returns  drop  by  90%. 

Perhaps  the  hardest  challenge:  re- 
placing a  paper-based  system  with  soft- 
ware that  coordinated  orders,  produc- 
tion and  delivery  schedules  in  real  time. 
Not  an  easy  process.  For  six  months 
CMC  walked  ASK  through  a  seven-step 
software  selection  process — including 
training  workers  to  interview  ven- 
dors— to  choose  from  among  480  soft- 
ware products.  "There  were  questions 
we  didn't  even  know  to  ask,"  says  Kase. 
Since  installing  a  $40,000  system  last 
year,  inventory  has  dropped 
30%. 

For  another  $15,000  CMC 
helped  prospect  for  new  cus- 
tomers, grouping  thousands  of 
manufacturers  by  industry, 
then  cold-calling  500  telecom 
and  automotive  companies.  It 
weeded  out  unqualified  ones  in 
minutes  with  a  questionnaire  it 
devised.  Last  year  it  gave  Kase 
the  names  of  60  prospects. 
Using  brochures  CMC  created, 
Kase  wooed  18  new  customers, 
including  Motorola,  adding  $  1 
million  to  the  top  line.  As  ex- 
pected, sales  to  military  clients 
were  down  $400,000.  But  with 
new  commercial  clients  on 
board,  Kase  projects  sales  in 


Revenue  growth  masked  quality  problems:  Hi-Tech's  Mario  Acari 


2000  to  rise  30%  to  $2.7  million.  As  for 
earnings?  They  should  be  up  170%  to 
$190,000. 

ALLIED  TUBE  &  CONDUIT 

Harvey,  III. 

1999  revenues:  $350  million 

1999  earnings:  $24  million 

Product:  Steel  tubes  for  many  uses,  from 

signposts  tostrolleis 

CMC  fee:  $14,000 

ROI:  $2.5  million  in  cost  savings 

Last  year  Allied's  Harvey  plant  pro- 
duced 1  billion  feet  of  steel  tubing.  "We 


Getting  his  hands  around  a  revamped  business:  ASK's  Steve  Kase 


thought  we  were  doing  great, 
says  Vijay  Patel,  vice  presiden 
of  manufacturing.  Then  las 
November  CMC  told  Patel  h 
could  reduce  costs  and  in 
crease  production  withou 
adding  manpower.  How 
Through  a  one-week  proces 
called  Kaizen  Blitz — a  neolo 
gism  that  suggests  improve 
ment  at  Ughtning  speed. 

Each  day  5  million  feet  o 
flat  steel  flow  through  th 
plant's  eight  mills.  There, 
tube  mill  shapes  steel  into  hoi 
low  cylinders,  then  welds,  cut 
and  bundles  them  for  ship 
ping.  Each  time  Allied  made 
different  size  tube,  it  too 
more  than  five  hours  to  refer 
mat  a  mill  with  correct  parti 
CMC  slashed  that  time  in  half. 

Step  one:  The  workers  made  a  video 
tape  of  a  typical  mill  setup,  then  watche< 
themselves  waste  time  looking  for  tool; 
goofing  off,  asking  questions,  perform 
ing  activities  out  of  sequence  and  ii 
poor  lighting.  Sometimes  two  guys  did 
chore  that  one  could  handle,  or  on 
worker  struggled  with  a  job  for  two.  On 
employee  timed,  to  the  second,  each  o 
85  activities.  Another  mapped  out  th 
mill  operator's  every  move,  diagram 
ming  every  time  he  walked  away  fron 
the  mill.  The  result:  4  hours  and  45  min 
utes  of  wasted  activity  over 
six-hour  process. 

Simple  changes  followec 
Detailed  instructions  wer 
written  up  before  each  equip 
ment  changeover  and  given  t( 
a  supervisor.  Several  activitie 
were  re-sequenced,  tools  wer 
stocked  closer  to  the  mills 
parts  were  given  correct  label 
and  jobs  were  reassigned.  Al 
lied  also  beefed  up  training  tc 
ensure  that  each  team  mem 
ber  understood  his  job.  If  th 
new  procedures  are  followec 
correctly  at  all  eight  mills 
some  2,000  hours — or  $2.! 
million  worth  of  labor  costs 
energy  and  lost  time — can  b< 
freed  up  each  year.  ¥ 
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This  one  can  help  you  reinvent  yourself. 

Even  with  your  successful  career,  you  probably  look  forward  to  the  day  when  you  can  declare  your 
independence.  And  go  on  to  new  adventures.  Meeting  with  one  of  our  agents  could  make  that  day 
come  sooner.  In  a  survey  by  Fortune'  magazine,  Northwestern  Mutual  Life  has  consistently  been 
rated  "the  most  financially  sound  life  insurance  company."  If  you're  thinking  of  making  a  new 
beginning,  we  can't  think  of  a  better  place  to  start. 


Have  you  heard  from  The 


V^AllCt  Company 

Northwestern 


.vwnoflhwwtemmuluai.com/retifemen 


Look  big.  Compete  globally.  Run  circles  around  your  competitors  with  your  vast  enthusiasm  and  technical 
savvy.  Show  the  world  what  you  have  to  offer.  Join  the  e-services  economy,  www.hp.com/david 

Start-ups  playing  big.  e-services  solutions  from  hp. 


ra 


invent 


o  Goliath. 


Be  nimble.  Be  quick.  Run  circles  around  your  competitors  with  your  vast  experience  and  technical 
savvy.  Show  the  world  what  you  have  to  offer.  Join  the  e-services  economy,  www.hp.com/goliath 

Big  business  getting  nimble,  e-services  solutions  from  hp. 
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An  uphill  climb  to 
plant  a  promising 
technology:  Zaplct 


guy  David  Roberts. 


YOU'VE  GOT  ZAPLETS 

A  California  upstart  offers  a  very  cool  Web  service  that  piggybacks 
e-mail.  But  can  it  stay  alive  long  enough  to  make  a  buck? 


BY  T0MAS  KELLNER 

LAWRENCE  J.  PURPURO,  A  GENERAL 
in  the  2000  presidential  campaign, 
has  found  his  weapon.  "It's  dyna- 
mite in  a  box,"  says  the  deputy  chief  of 
staff  of  the  Republican  National  Com- 
mittee and  head  of  its  online  opera- 
tions. He's  talking  about  Zaplets,  a  new 
Web-based  communications  platform, 
developed  by  FireDrop,  of  Redwood 
Shores,  Calif. 

Deploying  Zaplets,  Purpuro's  team 
loaded  RNC's  redesigned  Web  site  in- 
side a  plain  old  e-mail  message  in  April, 
and  shot  it  to  25,000  Republican  sup- 
porters in  all  50  states,  as  well  as 
Canada,  Mexico  and  the  U.K.  Opening 
the  e-mail,  the  RNC  faithful  could  ex- 
plore the  new  site  and  test  such  features 
as  GOPTV,  video  of  Republicans  mak- 
ing news  (updated  daily)  and  GOP- 
Planlt,  a  list  of  regional  political  events. 
"The  whole  challenge  today  is  to  get 
people  to  your  Web  site,"  says  Purpura. 

218      FORBES-    [une  12,  2000 


"Being  able  to  e-mail  the  site  to  each 
GOP  activist  is  a  tremendous  tool."  So 
say  the  numbers:  Traffic  on  the  site 
spiked  by  25%  after  the  mailing,  and 
the  response  rate  reached  75% — some 
five  times  the  feedback  Purpura  gets 
from  regular  e-mail  and  way  outstrip- 
ping the  1%  to  2%  from  direct  mail.  It's 
cheap,  too:  $2,000  for  Zaplets,  com- 
pared with  $25,000  for  direct  mail. 

Who's  behind  the  Zaplet  revolu- 
tion? David  Roberts,  a  Harvard  M.B.A. 
who  once  managed  the  CIA's  spy  satel- 
lite system,  and  Brian  Axe,  a  former 
marketing  and  operations  executive  at 
Hewlett-Packard  and  IBM.  Their  aim  is 
to  change  the  way  people  work  and 
share  information  on  the  Net,  and 
they've  enlisted  some  of  the  program- 
mers and  engineers  who  led  Java,  Jini 
and  wireless  research  at  Sun  Microsys- 
tems. When  they  founded  FireDrop 
two  years  ago,  they  chose  the  e-mail  in- 
box  because  that's  where  96%  of  Inter- 


net users  spend  most  of  their  time,  ac- 
cording to  Jupiter  Communications. 

Zaplets — simply  put,  interactive  e 
mails — were  conceived  at  a  Silicon  Val- 
ley  incubator  called  Reactivity,  run  b) 
Stanford  engineering  alumni,  including 
Axe,  3 1 .  "When  you  converge  technolo 
gies,  you  get  something  totally  new,' 
says  Roberts,  36.  "Cathode  ray  tube; 
and  radios  give  you  television,  phont 
and  paper  give  you  fax.  Combine  th< 
Web,  instant  messaging  and  e-mail,  anc 
you  get  Zaplets."  You  also  get  a  fistful  o 
nifty  features — from  live  chats  and  in 
stant  polls  to  real-time  snapshots  o 
your  stock  portfolio  (or  of  the  progres; 
of  long-term  projects  or  of  B2B  deals' 
and  a  personal  database  of,  say,  restau- 
rant and  movie  referrals  or  family  pho- 
tographs (see  chart,  p.  220).  You  car 
custom  build  Zaplets  and  send  them  tc 
friends;  you  can  even  time  them  to  self- 
destruct  after  a  certain  period. 

Creating  a  Zaplet  is  about  as  easy  a; 


,■    mm 


^^mW, 


£§g 


X 


we're  tne  fastest  9<o»"9 
w,,e  Oo.ng  «».  «*  g -  ™  p<we,  is  ,.owin9 

mMt«v  i"  <M  »uM'V  "' pe    we've  worked  t.a«J.  •« 
a,  ,„ice  ttie  national  average^  us  spe„d 

^evonyoo.p.0^1    -nuingto,abelus.soOe 

risiss: -- — '*  n 

■  «un.v.s»on 

1         iu****^; 


ENTREPRENEURS 


ordering  a  book  from  Amazon.com. 
Go  to  the  site  (www./aplet.com), 
choose  one  of  eight  categories  (pic- 
tures, invitations,  schedules  or  task 
management,  for  example),  compose 
your  Z-mail  and  send  it  off.  It's  free. 

FireDrop  has  had  no  trouble  raising 
money — $16  million  to  date.  That  in- 
cludes $4  million  from  Excite  founder 
Joseph  Kraus,  Internet  crusader  Esther 
Dyson,  Sun  Micro's  cofounder  William 
Joy  and  others.  Vinod  Khosla,  Sun's 
founding  chief  executive  and  now  a 
general  partner  at  Kleiner,  Perkins  Cau- 
field  &  Byers,  pitched  in  $5  million.  "It 
took  me  about  30  minutes  to  make  up 
my  mind,"  he  recalls.  "I  loved  the  idea." 
He  says  that  Zaplets  run  on  most  major 
HTML-based  software,  including  IBM's 
Lotus  Notes,  Microsoft's  Outlook,  No 
veil  and  Oracle — all  potential  partners. 

Time  to  bring  on  the  business.  I 
Drop  is  burning  through  $1  million  or 
more  a  month,  spending  most  of  that 
on  a  massive  computer  hub  that  will 
store  and  run  all  Zaplets,  and  on  build- 
ing staff.  How  to  make  money?  By 
charging  companies  for  tool  kits  and 
made-to-order  Zaplets.  A  customized 
program  for  a  team  of  100  engineers 
might  run  $2,500  a  month.  Another 
target  is  small  businesses.  Zaplets  can 
handle  back-office  chores  like  expense 
forms  and  order  routing — obviating 
the  need  for  expensive  IT  infrastructure 


like  servers.  It  can  also  manage  cus- 
tomer service  and  auction  off  surplus 
inventory.  FireDrop  plans  to  charge  on 
a  per-user  basis  or  collect  a  percentage 
of  sales  made  via  Zaplets. 

FireDrop  will  probably  lose 
money — big  money — for  the  foresee- 
able future.  Revenues  for  this  year  will 
be  "minimal,"  though  Roberts  claims 
he  can  bring  in  $600  million  by  2004. 


systems,  priced  $"\000  a  month 
$80,000  a  pop,  that  let  you  coi 
municate  with  selected  partners  ai 
customers. 

Bigger  stirrings  abound  in  the  ar 
of  real  -time  collaboration  Lotus  Dev< 
opment's  Sametime  software  hit  tl 
market  last  year,  and  Microsoft's  I" 
change  2000  will  roll  out  later  this  y& 
But  both  programs  require  special  so 


Its  biggest  selling  point  is  simplicity  of     ware  to  communicate  with  other  pi 


use.  "Unlike  Java,  you  don't  need  to  be 
a  programmer,"  explains  Khosla,  per- 
haps Zaplet's  biggest  booster.  "There 
will  be  a  set  of  tools,  where  you  can  pick 
and  place  things  like  Excel  macros  or 
visual  Basic."  FireDrop  has  filed  more 
than  a  dozen  patents  for  the  Zaplet 
technology;  many  involve 
trying  to  fool  a  Web  site 
into  "thinking"  it's  han- 
dling an  e-mail. 

There  is  competition, 
sort  ot.  Gizmoz,  focusing 
on  sports  and  pop  cul 
ture,  distributes  links  to 
basketball  and  soccer 
cards  and  horoscopes  via 
e-mail  but  runs  only  on 
the  Web,  popping  up 
within  your  browser.  You 
can't  work  on  a  business 
plan  with  an  employee 
across  the  country.  Busi- 
ness-focused 2Way  offers 


FIREDROP 
IS  BURNING 
$1  MILLION 
A  MONTH 
ON  A 

COMPUTER 
HUB  AND 
ITS  STAFF. 


ties.  Still,  it  wouldn't  take  much  for 
ther  Lotus,  a  division  of  IBM, 
Microsoft  to  set  new  standards  for  t 
$10  billion  online  communicatio 
business. 

FireDrop  is  racing  to  stay  in  tl 
game.  Zaplets,  launched  in  April,  anc 
battery  of  Sun  serve 
have  been  designed 
handle  100  million  pag 
a  day,  or  one  trillion  ^\  t 
of  data.  The  demands 
the  system  will  grow  dr 
matically  as  commerc 
«  In  Ms  adopt  Zaple 
1  >ozens  of  engineers  a 
completing  a  giant  serv 
that  will  st-ne  as  Zaple 
backbone  and  compri 
one  of  the  largest  ner 
centers  on  the  Internet. 
Needless  to  say,  mult 
pie  crashes  are  not 
option. 


HOW  A  ZAPLET  ZIPS 

Zaplets  "sit"  inside  FireDrop's  massive  server  in  California.  The  stat- 
ic portion  of  a  Zaplet,  such  as  the  header,  travels  like  e-mail,  using 
the  simple  SMTP  protocol,  which  breaks  down  a  message  into 
packets  that  get  reassembled  at  the  recipient's  end.  The  dynamic  part, 
the  real-time  content,  resembles  instant  messaging  but  can  aggregate 
multiple  entries  at  once.  It  is  updated  from  the  central  server  using  the 
HTTP  protocol  used  for  sending  Web  pages. 

A  sales  manager  traveling,  say,  in  the  Czech  Republic,  needs  to  keep 
in  touch  with  his  boss,  who  is  on  a  trip  in  Japan.  They  can  see  each 
other's  current  phone  numbers  as  they  change  hotel  rooms  by  sharing 
their  company  phone  list  Zaplet.  While  their  laptops'  hard  drives  store  the 
shell  of  the  phone  directory,  the  interactive  content  sits  at  FireDrop's 
U.S.  server.  When  the  sales  rep  opens  his  e-mail,  the  Zaplet  pulls  in  the 
original  phone  list  from  the  hub,  which  has  been  updated  with  new  num- 
bers added  by  his  boss  and  colleagues.  —T.K. 


Author  e-mails  a  static  shell  to  recipient  with  header 
instructions  for  retrieving  body  of  document. 


^ 


Body  of  document  resides 
on  a  FireDrop  server,  where 
it  can  be  updated  by  the 
author  or  others. 


When  recipient 
opens  shell,  the 
current  version 
of  the  body  is 
retrieved  from  the 
central  server. 
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Don't  be  afraid  to  look  your  customer  in  the  eye. 
Get  beyond  the  service  you  offer  and  into  the  customer  experience  you  deliver, 
le  result  is  a  less-frustrating,  more-fulfilling  relationship.  We  can  help  immediately. 
See  who  we've  helped  and  how  at    www.egain.com  1-877-209-GAIN 


eGain 

Gain    and    Sustain" 


OMMUNICATIONS       SOLUTIONS       FOR       SALES,       SERVICE       AND       MARKETING. 


SKIN  DEEP 


Aqua  Dessa's  Susie  Wang  actually  did  it. 


products  come  in  pow- 
dered form  and  must  be 
mixed  with  water  be- 
fore use — like  mar- 
Legend  has  it  that  Estee  Lauder  launched      garine  in  the  days  when 

her  cosmetics  business  out  of  her  home.      butter  look -alikes  were 

illegal  and  you  had  to 
stir  in  the  yellow  color- 
BYSAMANTHALEE  ing  yourself.  It's  not  exactly  convenient, 

HE  BEAUTY  BUSINESS  IS  AN  UGLY     but  maybe  the  customers  like  the  ritual. 


T affair.  The  success  rate  hangs 
somewhere  between  that  of 
restaurateurs  and  that  of  treasure 
salvors.  You  need  a  shtick,  of  course, 
some  big  hitters  to  carry  your  line — 
and  the  dumb  luck  of  survival  among 
the  giants. 


Wang  has  applied  for  two  patents — for 
the  composition  of  her  cosmetics  and 
for  the  use  of  honey  to  stabilize  the 
other  ingredients. 

Boyfriend  Byung  Kim,  a  biosystems 
engineer  and  chemist,  helped  with  the 
testing  and  packaging.  But  the  business 


Susie  P.  Wang,  24,  is  counting  on  all  is  pure  Wang.  She  concocts  the  stuff  in 
three.  Against  the  impassioned  advice  her  tiny  San  Francisco  house,  though 
of  her  econ  professor — 
until  recently,  Wang  was 
minoring  in  business  at  the 
University  of  California  at 
Berkeley — she  started 
Aqua  Dessa.  Her  angle:  A 
product  line  of  bath  salts 
and  skin  treatments  that  is 
"chemical-free."  A  chemist 
might  have  a  problem  with 
Wang's  semantics  (isn't 
salicylic  acid  a  chemical?), 
but  the  idea  of  selling  "nat- 
ural" health  and  beauty 
aids  is  not  a  bad  one. 
Tom's  of  Maine  tooth- 
paste, for  example,  is  a 
winner.  And  that  differen- 
tiation gave  Wang  a  fight- 
ing chance  going  up 
against  shelf-space  power- 


there  wouldn't  take  her  calls,  evei 
though  she  had  once  worked  behind 
Nordstrom  cosmetics  counter  herseli 
So  she  drove  to  the  Los  Angeles  stor 
and  sold  one  of  its  buyers.  When  Fre 
Segal  Essentials  ignored  her  plea  for 
meeting,  Wang  sent  samples  to  th 
store's  owner,  who  tried  them  and  wa 
won  over. 

Revenues  aren't  much  bigger  than 
freckle.  Since  last  October's  launc 
Aqua  Dessa  has  sold  $340,000  of  prod 
ucts — priced  $20  to  $45,  about  th 
same  as  comparable  lines — and  abou 
half  of  that  is  gross  profit.  But  word 
getting  out,  even  without  a  penny  < 
advertising.  (Even  her  once-scornfu 
professor  is  now  hawking  her  cosmetic 
in  Asia.)  Wang  is  fielding  orders  from  a 


SHE  STILL  MIXES  THE  STUFF  RIGHT  IN  HER  TINY  SAN  FRANCISCO  HOUSE. 


houses  like  Estee  Lauder  and  L'Oreal. 

With  $10,000  taken  from  her  sav- 
ings and  her  brother's,  Wang  spent  two 
years  researching  ingredients.  Her  skin 
treatments  and  bath  salts,  for  example, 
are  made  with  things  like  seaweed 
(which  supposedly  improves  circula- 
tion and  "draws  out  impurities"), 
honey  (which  hydrates  and  soothes) 
and  green  tea  (an  antioxidant:.  Unlike 
rival  cosmetics,  most  of  Aqua  D. 

222       FORBES'  j00 


she's  looking  for  a  contract  manufac- 
turer. "I  never  sleep,"  she  complains. 
Her  workday:  8  a.m.  to  midnight. 

She  does  get  out  occasionally — to 
sell  her  line.  While  developing  her 
products  she  sent  a  pitch  letter  to  retail 
chain  Sephora,  which  liked  the  skin 
treatments.  After  quizzing  her  about 
the  properties  of  vitamins  and  herbs, 
buyers  placed  orders  for  their  flagship 
San  Francisco  store.  Nordstrom  buyers 


far  away  as  Italy  and  Switzerland  an< 
says  she  has  turned  down  a  $1.3  millioi 
offer  from  a  large  spa  corporation  fo 
her  fine  and  patents. 

These  days  she's  focused  on  a  fev 
new  skin  care  lines  (including  one  for  ba 
bies).  It  wouldn't  hurt  her  to  look  uj 
every  now  and  again.  Those  big,  bad  cos 
metics  giants  are  just  as  likely  to  copy  he 
ideas — cheaply,  quickly  and  with  a  ton  o 
ad  support — as  offer  to  buy  her  out.    f 
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All  Employees 
Jack  Graves,  CEO 
Health  Care  Costs 
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jching  for  more  practical  health  benefit  solutions?  Hewitt  can  help  you  find  quality 
ilth  care  options  that  reduce  costs  and  improve  employee  satisfaction.  As  the  largest 
tefits  consulting  firm  in  the  U.S.,  we're  using  the  power  of  the  internet  and  unparalleled 
a  resources  to  create  a  more  efficient  health  care  marketplace,  as  well  as  bring  back 
sonalized  employee  choices  and  service.  So,  if  you'd  like  to  avoid  the  cost  of  desktop 
itizmg  stations  and,  at  the  same  time,  keep  health  care  costs  under  control,  simply  contact  us. 
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Hewitt 


www.hewitt.com 


Improving  Business  Results  Through  People 
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TALE  OF  THE  TAPE 

Millions  of  videocassettes  get  tossed  each  year. 
Recycling  them  has  become  a  tidy  little  business. 


BY  DOUG  DONOVAN 

EVER  WONDER  WHAT  HAPPENS  TO 
the  videotapes  of  those  boring  cor- 
porate training  seminars  or  the 
local  news?  A  handful  of  entrepreneurs 
are  making  money  making  sure  you 
never  see  them  again.  Recycling  VHS 
tapes — the  professional  video  stock, 
with  up  to  three  hours  of  playing  time 
that  can  cost  up  to  $300  brand  new — is 
a  $30  million  industry  that's  been 
around  for  30  years.  It  feeds  mostly  off 
the  15  million  cassettes  jettisoned  each 
year  by  TV  networks,  corporations  and 
security-camera  outfits.  The  work  in- 
volves erasing,  cleaning  and  repackag- 
ing videotapes  and  selling  them  at  a 
50%  discount  to  cash-strapped  fdm 
students,  independent  movie  studios  or 
public  broadcasting  networks. 

Recyclers  also  earn  revenue  by 


sprucing  up  used  tapes 
and  returning  them  to 
their  original  owners 
for  reuse.  Other  cus- 
tomers pay  to  have 
their  videotapes — 
and  the  proprietary  in- 
formation contained 
thereon — destroyed.  A 
few  clients  insist  that 
the  tapes  they  give  away 
for  erasure  be  kept  out 
of  the  hands  of  porn 
studios.  It  wouldn't  do 
to  have  a  snippet  of 
your  sales  training  seminar  show  up  in 
an  X-rated  scene. 

Some  recycling  companies  double 
as  new-tape  distributors  for  Sony,  Max- 
ell and  Fuji.  But  it's  less  lucrative  than 
before:  Competition  among  this  trio 
has  driven  down  prices  for  used  tapes 
over  the  past  year;  standard  30-minute 


news  camera  videotapes  that  sold 
$12  a  year  ago  now  fetch  only  $6. 

The  clear  leader  in  this  little-know 
business  is  29-year-old  David  Cohen  an 
his  Anaheim,  Calif.-based  Edgewis 
Media  Services,  which  hopes  to  do  $1 
million  in  sales  this  year. 

An  obscure  newcomer  in  199! 

Cohen  has  become  the  number  on 

player  today.  A  freeze-framed  loo 

at  his  way  to  the  top: 


Why  Land  Rover  Discoverys  rarely  get  dinged. 


o  other  vehicle  lets  you  get  away  from 
ill  like  the  2000  Discovery  Series  II. 
With  its  pinpoint  maneuverability, 
rmanent  four-wheel  drive,  and  sophis- 
ated  electronic  traction  control  system, 
2  Discovery  opens  a  lot  of  doors.  Even 
placeslikethis. 

And  with  a  confidence-inspiring  14- 
uge  steel  chassis,  plus  an  advanced 
rking  brake  system  that  locks  all  four 
leels  for  added  security  on  steep 


grades,  the  Discovery  deftly  handles  the 
most  challenging  off-road  or  on-pavement 
situations. 

Built  with  the  highest  technological 
standards  in  mind,  it's  designed  to 


LAND* 
"ROVER 


DISCOVERY  SERIES  II 

STARTING  FROM  s33,975' 


surmount  the  seemingly  insurmountable. 
Which  means  that  it  can  journey  to  the 
ends  of  the  earth.  Or  just  the  ends  of  the 
parking  lot. 

So  why  not  call  1-800-FINE  4WD  for 
your  nearest  Land  Rover  Retailer?  Or 
visit  us  at  www  .Best4x4.LandRover.com. 

After  all.  when  it  comes  to  telling  you 
everything  there  is  to  know  about  the 
Discovery  Series  II,  you'll  find  we've  barely 
scratched  the  surface. 


•THE  STARTING  MSRP  Of  A  2000  DISCOVERY  SERIES  II  IS  $34  775   MSRP  C*  V       0  INCUDES  LEA1HE8  APPEARANCE  PACr  tPS  INCIUDE  $625  DESTINATION 

CHARGE  AND  EXCLUDE  TAXES.  TTTIE.  UCENSE  &  OPTIONS  OPTIONAL  FEATURES  CURRENTLY  SUBJECT  TO  AVAILABILITY  ACTUAL  PRO  DEPENDS  ON  RETAILER  «  SUBJECT  TO  CHANGE  SEE  RETA«£R  PC*  DETAILS 
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EVERYONE'S  A  CRITIC 

First  the  Internet  had  the  music  companies  frantically  fending  off 
copyright  thieves.  Now  it  is  making  their  talent  scouts  obsolete. 

BY  PETER  NEWCOMB  Then  he  hit  the  phones.  After  raising  a 

HATE  MAIL  USUALLY  ENGENDERS  little  more  than  $2  million  from  two 

ill  will.  For  Tom  Zito,  though,  primary  investors,  Daniel  Lynch  and 

it  brought  inspiration.  As  a  music  David  Pool,  both  original  investors  in 


BY  PETER  NEWCOMB 

I  ATE  MAIL  USUALLY  ENGENDERS 
ill  will.  For  Tom  Zito,  though, 
I  it  brought  inspiration.  As  a  music- 
critic  for  the  Washington  Post  in 
the  1970s  Zito  received  hundreds  of 
hostile  letters  whenever  he  panned  a 
popular  rock  act.  Most  were  dismissed 
as  nothing  more  than  the  rantings  of 
wounded  fans. 

Zito  covets  such  vitriol  today.  That's 
because  his  San  Francisco,  Calif. -based 
company,  Garageband.com,  is  built  pre- 
cisely on  that  kind  of  impassioned  opin- 
ion— a  gold  mine  of  demographic  data. 

The  idea  for  the  business  came  after 
a  visit  with  his  old  friend  Jerry  Harri- 
son, a  record  producer  best  known  for 
his  work  in  the  pop  group  Talking 
Heads.  Piled  in  a  corner  of  Harrison's 
office  was  a  staggering  collection  of  CDs 
and  audiotapes,  demos  sent  in  from  as- 
piring stars.  Harrison  knew  he'd  never 
be  able  to  go  through  all  of  them,  even 
though  he  suspected 
there  were  a  few  hits  to 
be  found. 

Intrigued,  Zito  called 
on  another  old  friend, 
Amanda  Welsh,  who 
headed  a  research  unit 
at  Netscape.  Could  she 
devise  a  system  that  al- 
lowed music  fans  to  lis- 
ten to  and  critique 
music  on  the  Internet, 
and  then  compile  the 
feedback  in  a  way  that 
could  single  out  likely 
winners? 

Welsh  thought  she 
could — so  much  so  that 
she  left  her  lucrative  job 
at  Netscape  to  develop 
Garageband.com's  pro- 
cessing systems.  Zito 
convinced  Harrison  to 
produce  selected  acts. 


InfoSpace,  and  William  Melton,  a  ven- 
ture capitalist  who  was  an  early  backer 
of  AOL,  the  partners  launched  Garage- 
band.com  in  October. 

In  just  four  months  bands  uploaded 
some  10,000  songs,  a  feat  that  took 
MP3.com  a  year  to  accomplish.  The 
songs  are  grouped  by  genre  and  are 
often  reviewed  thousands  of  times. 
Every  two  months  the  site  stages  a 
"Final  Countdown,"  essentially  a  runoff 
of  the  highest-rated  songs  in  each  genre. 
The  winning  acts  receive  a  $250,000 
recording  contract  and  can  pick  any  one 
of  the  site's  top-shelf  producers,  most 
of  whom  took  small  equity  stakes  for 
their  services,  to  make  the  recording. 
Garageband.com  will  then  have  it  dis- 
tributed by  one  of  the  major  record  la- 
bels. The  first  winner,  a  country  rock 


band  from  Little  Rock 
Ark.  called  Boondog; 
chose  Jim  Dickinson, 
keyboardist  whose  pro 
ducer  credits  includ 
Toots  Hibbert's  albur 
Toots  in  Memphis. 

With  respected  producers  like  Dick 
inson,  George  Massenburg  and  Bria 
Eno,  the  partners  easily  landed  an  addi 
tional  $10  million  in  venture  capit; 
from  New  Enterprise  Associate* 
(Garageband.com  insiders  still  contrc 
about  two-thirds  of  the  company.) 

All  of  which  makes  for  more  ba 
news  for  the  $15  billion  record  indus 
try,  which  is  already  wrestling  wit 
copyright  violations.  Now  the  big  la 
bels  have  to  contend  with  an  upstar 
on  the  prowl  for  new  music  acts.  Zit 
figures  his  unpaid  legion  of  online  re 
viewers  can  determine  popular  tast 
just  as  well  as  highly  paid  hipster; 
"The  reality  is  that  people  don't  lik 
Britney  Spears,"  says  Zito.  "They  sue 
cumb  to  it." 

Still,  Zito  insists  Garageband.com 
less  a  competitor  to  the  major  label 
than  a  profitable  complement.  Hi 
database  is  rich  in  marketing  informa 
tion.  Reviewers  mus 
submit  their  e-mail  an 
mailing  addresses,  en 
abling  the  company  t 
tailor  its  marketing  ef 
forts  by  region  an 
genre.  "I  know  wher 
there  are  epicenters 
interest,"  says  Zitc 
"What's  hot  in  New  Or 
leans  isn't  always  what 
hot  in  San  Diego." 

Can  Garageband' 
scientific  approach  pla 
in  the  music  industry 
The  business  was  bui 
on  the  ears  of  impresar 
ios  known  for  thei 
ability  to  pick  hit! 
"We're  very  much  nc 
of  the  big-ears  school, 
says  Zito.  "We  believe  i 
thousands  of  littl 
ears." 
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eTrust 


Firewalls 


"$"  stands  for 


advanced  eBusiness  security  soft 


Computer  Associates  is  the  leader  in  efeji 


software  with  the  broadest  range  of  missior 


1 


software  solutions  and  a  worldwide  army  of  thousands 
of  experienced  security  professionals.  CA  even  has 


intelligent  agents  called  Neugents '"  that  are  so 


advanced,  they  can  predict  the  future  —  including 
where  and  when  Internet  security  breaches  may  occur. 
So  call  1-800-342-5224  today  or  visit 
wnww.ca.com  to  find  out  how  CA  can  help  better 
protect  your  company.  Because  if  you're  not  in 
sBusiness,  you  won't  be  in  eBusiness  for  very  long. 


Encryption 


Antivirus 


SmartStorage 
Web  Development  Tools 


OMPUTER® 

,  .SSOCIATES 

Software  superior  by  design. 


000  Computer  Associates  International.  Inc..  Islandia,  NY  11749  All  trademarks. 


nes.  service  mark*. 'and  logos  referenced  herein  belong  to  their  respective  companies. 


Specialized  financing 
for  business  leadership. 
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THE      WEB 


Gold  Mine  or  Glut? 

Scores  of  companies  are  spending  billions  to  get  into  the  Web  hosting  business. 

The  question  is  whether  this  land  grab  is  just  another  Internet  fad  headed  for  a  big  fall. 


BY  SCOTT  WOOLLEY 

TO  DATE,  THE  INTERNET  HAS 
grown  with  an  eerie  invisibil- 
ity. No  longer.  Around  the 
world  gargantuan  buildings, 
some  the  size  of  several  city 
blocks,  are  rising  up,  patrolled  by  guards, 
stacked  with  computers,  cooled  to  pre- 
cise temperatures  and  connected  to  the 
Internet  by  massive  fiber-optic  lines. 

The  function  of  these  futuristic  "Web 
hosting  centers"  is  simply  to  store  Web 
pages  and  send  them  along  quickly  when 
a  Net  surfer  taps  out  a  request.  Most  big 
sites,  including  Yahoo  and  Weather.com, 
simply  farm  out  this  nuts-and-bolts  task 
to  outside  companies. 

That  very  nuts-and-bolts  nature  has 
helped  make  Web  hosting  the  latest  In- 
ternet craze.  Unlike  the  untested  busi- 


Don't  bet  on  it.  All  the  by-now-fa- 
miliar signs  of  Internet  mania  are  here: 
eye-popping  stock  prices,  scads  of  com- 
petitors, massive  spending  binges  and 
buckets  of  red  ink.  Even  as  demand 
soars  for  these  services,  a  shakeout 
looms  as  deep-pocketed  telcos,  equally 
rich  computer  giants,  high-end  con- 
sulting firms,  expansion-minded  Inter- 
net service  providers  and  scrappy  new- 
comers all  race  after  the  same  business. 

"Is  there  a  glut  of  [new]  data  cen- 
ters? Obviously,  it's  a  concern,"  says 
Ellen  Hancock,  chief  executive  of  Exo- 
dus, the  largest  pure-play  Web  hosting 
company,  which  serves  Priceline.com, 
Yahoo  and  other  heavily  trafficked  sites. 
Exodus  is  expanding  anyway,  so  over- 
whelming is  the  demand  for  its  ser- 
vices. It  now  hosts  Web  sites  for  2,830 


losses  last  quarter,  is  now  worth  $3. 
billion.  Digital  Island's  $93  millio 
quarterly  loss  on  $11  million  in  sale 
earned  it  a  $1.7  billion  market  cap. 

About  half  the  biggest  Web  hostin 
firms  are  independent  and  publicl 
held,  and  have  raised  billions  to  financ 
the  current  building  binge.  Bigger  com 
panies,  from  AT&T  to  IBM  to  Qwest,  ar 
spending  even  more.  Ten  of  the  bigges 
firms  plan  to  boost  the  number  of  dat 
centers  from  75  at  the  beginning  of  th 
year  to  190  by  year-end;  new  player 
will  add  at  least  50  more  major  center; 

Even  that  understates  the  growth  ii 
capacity.  The  new  centers  are  monster 
by  1999  standards.  A  few  years  ago 
host  site  was  often  confined  to  the  bac 
room  of  an  existing  building.  Som 
new  sites  could  house  five  football  field 


EXODUS  NOW  HOSTS  2  830  WEB  SITES.  A  24%  JUMP  IN  THREE  MONTHS. 


ness  models  of  the  first  wave  of  dot- 
coms, hosting  Web  sites  is  a 
straightforward  outsourcing  business, 
juiced  up  with  a  dash  of  Internet  spice. 
Demand  for  Web  hosting  is  so  massive 
— it  was  a  $1.8  billion  industry  at  the 
beginning  of  the  year,  growing  at  a 
475%  annual  clip — that  Web  hosts  in- 
sist their  business  is  shock-proof.  As 
long  as  the  Web  continues  to  grow,  the 
logic  goes,  everyone  who  hosts  Web 
outposts  will  make  a  bundle  even  if  the 
dot-commers  themselves  i 
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customers,  adding  545  accounts  in  the 
first  quarter  alone.  Exodus  ran  17  host 
centers  at  the  beginning  of  the  year;  it 
will  double  that  by  year-end. 

While  stock  prices  have  tumbled  for 
consumer  e-tailing  Web  sites  and  even 
for  some  B2B  firms,  most  stand-alone 
Web  hosts  sport  the  gaudy  market  caps 
their  fallen  brethren  once  enjoyed.  Exo- 
dus' market  cap  is  $16  billion.  Last 
quarter's  results:  a  $42  million  loss  on 
m  sales.  Digex,  with  $28 
ion  ind  $26  million  in 


and  are  packed  to  the  rafters  with  th 
latest  high-capacity  servers.  A  Cable  < 
Wireless  center  opens  this  month  i 
Swindon,  England;  the  130,000-square 
foot  warehouse  will  house  enough  ca 
pacity  to  host  every  Web  site  now  up  ir ; 
the  U.K.,  the  company  boasts. 

Exodus  is  betting  that  ever  highei|| 
demand  will  soak  up  all  that  new  ca-J 
pacity,  especially  as  more  older  compa  | 
nies  go  online.  Exodus  runs  1,500 
servers  for  Hotmail,  up  from  16  ir 
1998;  it  now  runs  more  than  39,00( 


Soul  of  a  New  Economy:  Server  stuffed  hosting  $nters,  tike  this  one  in  Los  Angeles,  now  store  most  major  Web  site 


servers  total.  British  Airways,  Nord- 
strom and  other  big  "not-coms"  now 
J  account  for  half  of  Exodus'  business,  up 
from  20%  in  1998. 

The  primary  way  the  Exodus  sales 
force  finds  new  customers  these  days  is 
simply  to  answer  the  phone  and  send 
out  a  contract,  Hancock  says.  It  is  so 


swamped  with  customers  that  the  firm 
hiked  prices  by  10%  this  year,  despite 
the  fact  that  the  costs  of  the  company's 
raw  materials,  bandwidth  and  storage 
capacity  fall  roughly  50%  annually. 

So  far,  big  customers  have  been 
happy  to  pay  the  price  just  to  have 
someone  take  the  job  off  their  hands. 


Operating  your  basic  midsize  Web  site 
can  cost  about  $100,000  a  year,  while 
big  hosts  charge  only  one-quarter  of 
that,  says  Eric  Dorsch,  who  oversees 
marketing  for  Cable  &  Wireless'  host- 
ing division.  It  is  much  cheaper  to  keep 
lots  of  servers  in  the  same  center  where 
they  can  share  backup  power,  security 
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As  scads  of  new  competitors  try  to  muscle  their  way  into  the  Web  hosting  business, 
these  established  giants  are  launching  a  building  spree  to  defend  their  market  share. 


WEB  HOSTING  REVENUE 
COMPANY                  1999  (SMIL) 

MARKET 
SHARE 

HOSTING  CENTERS 

% 

Jan.  1               Dec.  31 

INCREASE 

Exodus                       $169 

9.3% 

17                   34 

100% 

Verio  (NTT)                 138 

7.5 

9                    40 

344 

Global  Crossing            107 

5.9 

6                    17 

183 

Qwest                          71 

3.9 

7                    14 

100 

AT&T                            58 

3.2 

4                    13 

225 

PSINet                        32 

1.8 

5                    24 

380 

Source:  International  Data  Corp. 

guards  and  one  huge  pipe  to  the  Web. 

Ask  Jeeves,  CNet  and  other  big 
companies  prefer  to  manage  their  own 
servers,  but  even  most  of  these  stick 
their  gear  in  hosting  centers  owned  by 
companies  such  as  AboveNet,  which 
lets  various  companies  "co-locate"  their 
servers  in  the  same  building.  Big-time 
consulting  firms  such  as  EDS  and  Com- 
puter Sciences  Corp.  are  building  host- 
ing sites  and  hope  their  soup-to-nuts 
service,  from  consulting  to  server  main- 
tenance, can  stop  their  offerings  from 
becoming  a  mere  commodity. 

"If  the  capital  markets  allow  enough 
capital  to  go  into 
tion,  the-, .  _pul 


there  will  not  be  a  glut  of  talent,"  says 
Harold  (Pete)  Wills,  president  of  access 
provider  PSINet,  which  just  acquired  a 
consulting  firm  to  go  with  the  19  new 
host  centers  it  is  opening  this  year. 

Anyone  who  doesn't  grab  a  good 
chunk  of  market  share  early  may  be  on 
the  losing  end  of  a  shakeout.  Web  host- 
ing is  a  game  of  scale,  especially  at  the 
high  end  populated  by  Exodus  and  oth- 
ers. Any  yahoo  with  $20,000  or  so  can 
hook  a  server  to  the  Internet  to  host 
small  sites.  But  it  is  much  better  to  scat- 
ter facilities  around  the  globe. 

The  closer  a  center  is  to  a  user,  the 

e  distance  data  must  travel, 

-necks  and  reducing  how 


Glut?  What  glut?  Exodus  Chief  Ellen  Han- 
cock says  all  her  sales  staff  has  to  do  to  fine 
new  customers  is  answer  the  phone. 

much  long-haul  fiber  a  host  compan 
needs.  Speedy  delivery  is  especially  vita 
to  Yahoo  and  other  outlets  that  tak 
pride  in  zapping  Web  pages  in  a  snap. 

Web  hosts  that  don't  own  a  globa 
network  to  link  up  their  server-stuffec 
buildings  also  are  at  a  disadvantage.  Ex 
odus  and  other  stand-alone  outfit 
must  pay  carriers  to  haul  their  Wei 
traffic.  A  handful  of  Internet  backbon 
providers,  including  WorldCom,  AT&' 
and  PSINet,  don't.  They  simply  ex 
change  traffic  free  of  charge  througl 
"peering"  arrangements.  (See  following 
story,  p.  236.)  And  controlling  its  owi 
network  lets  a  carrier  guarantee  rapic 
delivery  for  its  customers. 

Demand  for  cheap  access  ha 
sparked  mergers  between  hosts  and  tel 
cos.  Japan's  NTT  just  spent  $5  billion  ii 
cash  for  control  of  Verio,  an  Engle 
wood,  Colo.-based  Web  hosting  com 
pany.  Global  Crossing  bought  Frontie 
last  year,  in  part  to  get  control  of  it 
Web  hosting  centers,  and  it  now  has  th< 
number-three  market  share,  according 
to  International  Data  Corp.  Even  Exo 
dus,  which  had  been  content  to  avoic 
the  network  business,  now  says  it  ma] 
acquire  a  midsize  firm. 

One  thing  helping  the  Web  host! 
keep  their  share  prices  lofty  is  that 
compared  with  many  of  the  dot-com 
they  serve,  they  have  a  better  outlool 
for  profits.  Once  they  sign  up  a  client 
it  usually  starts  paying  off  about  on< 
year  later.  Thus  far  the  hosting  busi 
ness  has  seen  little  price  competitioi 
because  the  demand  has  been  sc 
scorching.  Customers  have  been  reluc 
tant  to  move  their  Web  sites  in  searcl 
of  a  host  with  a  better  deal.  But  wit! 
the  huge  increase  in  capacity  now  ii 
the  works,  that  could  change. 

When  demand  for  Web  hosting  set 
ties  down — nothing  grows  at  475%  < 
year  for  long — the  job  of  running 
buildings  full  of  computers  will  likel) 
be  dominated  by  a  handful  of  globa 
players.  By  then  most  of  today's  wanna- 
be Web  hosts  will  have  found  new  fad; 
to  chase. 
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THE  INTERNET 

IS  YOUR  FRIEND. 

BUT  IT  DOESN'T 

HAVE  TO  BE 

YOUR  ONLY 

FRIEND. 


* 


The  siren's  song  of  the  Internet  gets  more  alluring  every  day.  And  as  a  member  of  the  chorus,  we're  not 
about  to  tell  you  the  Internet  isn't  a  tool  your  business  needs.  It's  just  not  the  only  tool  your  business  needs. 

So  at  WorldCom?"  we  come  prepared.  As  one  of  the  world's  largest  Internet  providers,  we  have  all  the 
connectivity  and  hosting  services  that  ISPs  offer.  Plus  all  the  other  data  services  they  don't.  From  existing 
technologies  like  Private  Line.  Frame  Relay  and  ATM  to  newer  ones  like  DSL,  VPN  and  Wireless. 

The  point  is,  we  don't  have  to  pressure  you  into  one  technology  over  another.  We  offer  a  whole  range  of 
them.  So  we're  free  to  give  you  open,  honest  advice.  Just  like  a  friend. 

For  more  information,  visit  us  at  www.wcom.com/generationd. 


generation  d 


1899,  Henry  Timken's  ideas  reduced  taction. 
Today,  they  defy  gravity: 


From  carriage  axles  thattumedwith  leSs  friction,  in  St  touis  where  the 

J  :-r  mission  to  Mars,  Timken'  innovation 
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aas  helped  push  mankind      lew  frontiers.  By  continuing  to  advance  bearing 
and  steel  technology.  Men  products  have  made  travel  faster,  smoother,  and 
more  reliable  -  and  even  possible  to  places  Henry-  could  have  never  imagined. 
With  a  century  of  innovative  solutions  behind  us,  our  sights  are  set  on  the 
next  millennium.  Wherever  mankind  goes.  Timken  will  help  lead  the  way. 
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THE      INTERNE  I 


Backbone  Bullies 

Beneath  the  Internet's  happy  communal  culture,  a  cadre  of 
giant  carriers  is  mercilessly  squeezing  every  last  dime  it  can 
out  of  smaller  players.  Users  are  picking  up  the  tab. 


BY  NEIL  WEINBERG 

JOHN  M.  BROWN  RUNS  IHIGHWAY, 
an  Internet  access  firm  in  Albu- 
querque, N.M.  He'd  like  to  give 
his  clients  the  fastest  possible  link  to  the 
rest  of  the  Web  world — but  he  can't. 

That  is  because  Uunet  and  the  few 
other  giant  data  haulers  that  dominate 
Internet  traffic  don't  have  the  fat,  45- 
megabit  lines  Brown  would  like  in  Al- 
buquerque. And  Brown  can't  afford 
$120,000  a  year  to  lease  a  pipe  running 
330  miles  to  the  Uunet  hub  in  Phoenix. 
Without  Uunet,  a  Net  service  can 
slow  to  a  crawl.  An  e-mail  from  one  of 
Brown's  clients  must  pass  through  a 
poky,  clogged — but  mostly  free — "pub- 
lic" access  point  in  California,  rather 
than  zip  along  the  snazzy  but  expensive 
Uunet  hub.  Messages  back  up.  ' 
pages  wither.  Forget  streaming  video. 

the  hell 
Brov 
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for  local  service,  they're  blase." 

But  in  Internet  traffic,  the  big 
guys — WorldCom's  Uunet,  Sprint 
Corp.,  Cable  &  Wireless,  AT&T  and  GTE 
unit  Genuity — are  the  only  game  in 
town.  They  control  80%  of  long-haul 
traffic.  Uunet  alone  zaps  perhaps  half 
of  the  world's  Net  bits,  and  30%  of  all 
Web  sites  transmit  their  pages  on 
Uunet's  300,000  miles  of  fiber. 

This  concentration  could  get  even 
worse,  for  WorldCom  is  trying  to  ac- 
quire Sprint  and  its  30,000-mile  fiber 
network.  Here's  the  rub:  These  few  be- 
hemoths have  a  cozy  arrangement  for 
swapping  traffic  free-of-charge  among 
themselves — but  they  charge  stiff  fees 
for  the  very  same  service  when  dealing 
with  smaller  players. 

The  practice  is  a  stark  departure 

from  how  the  Internet  worked  its  first 

i    'es,  when  networks  handled 

one  i  tor  free  under  a 


communal  love-ii 
known  as  "peering."  1 
threatens  to  balkaniz 
the  Net  into  haves  an< 
have-nots. 

A  balkanized  Net  i 
just  what  the  govern 
ment  hoped  to  avoi< 
when  it  privatized  it  ii 
1994  and  bestowed  spe 
cial  rights  upon  th 
cadre  of  Net  titans.  Thei 
brazen  ways  risk  rilin 
antitrust  regulators,  sti 
giddy  from  smackin 
around  that  rapaciou 
monopolist,  Microsoft. 
"The  only  way  to  ge 
access  to  their  part  o 
the  Net  is  to  pay  them 
tithe,  and  to  that  exten 
it's  a  classic  monopoly, 
says  Paul  Vixie,  head  o 
Internet  services  fo 
Metromedia  Fiber  Network,  which  i 
building  its  own  network.  "The  playinj 
field  isn't  level.  The  people  who  got  ii 
first  got  all  the  best  land  and  now  die 
tate  peering  terms  to  everyone  else." 

Forget  the  hype  about  the  Interne 
as  an  egalitarian  cyberparadise.  Behinc 
the  warm  and  fuzzy  facade  is  a  merci 
less  commercial  hierarchy  ruled  by  ar 
oligopoly  of  carriers  as  indispensible  a 
the  local  electric  company — but  wit! 
the  clout  to  act  like  a  bunch  of  bullies. 
The  big  carriers  serve  whom  anc 
where  they  want  and  require  everyon* 
who  deals  with  them  to  keep  the  term: 
secret.  Nor  do  they  have  to  fear  compe 
tition  from  their  most  formidable  nat 
ural  rivals,  the  regional  Bell  companies 
because  the  Bells  are  barred  from  car 
rying  traffic  long  distance. 

The  biggest  firms  spend  billions  oi 
their  massive  fiber  infrastructures,  anc 
it  is  simply  good  business  to  pass  alon§ 
costs  and  earn  a  respectable  return.  The 
question  is  whether,  given  their  domi 
nance  of  what  is  arguably  a  vital  public 
network,  they  could  end  up  being  seer 
as  exploiting  their  position  with  im- 
punity and  draw  government  scrutiny. 
"It's  about  someone  giving  as  much 


you  want  your  sales  force  knocking 
>n  doors  or  knocking  down  doors?  Docent's 
ward-winning  eLearning  solutions  turn 
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traffic  as  they're  getting,"  says  Kathleen 
Earley,  president  of  AT&T's  Internet 
group.  "No  business  with  shareholders 
can  have  asymmetric  peering  relation- 
ships. There  would  be  no  way  to  earn  a 
return  and  upgrade  your  backbone." 
As  it  stands,  puny  ISPs  pay  for  ser- 


Chief  Executive  Bernard  Ebbers  has 
said  he  will  scuttle  the  entire  Sprint 
purchase  before  he  will  spin  off  Uunet. 
One  look  at  WorldCom's  pricing 
power  shows  why.  The  $875  per 
megabit  that  Uunet  gets  is  double  what 
smaller  backbones  fetch,  says  a  local  ISP. 


GETTING  TO  THEIR  PART  OF  THE  NET  MEANS 
PAYINfiAIITHiaJKEAULASSIC  MONOEflLtl 


vices  without  a  clue  about  how  the 
terms  compare.  There  aren't  any  pub- 
licly disclosed  rules  for  who  rides  free 
and  who  must  pay,  or  for  what  are  rea- 
sonable rates;  a  data  "packet"  can  travel 
over  several  networks,  and  some  peer 
while  others  pay. 

"The  last  thing  the  big  guys  want  is 
to  rationalize  the  system  and  commodi- 
tize  themselves  out  of  business,"  says 
Paul  McBride,  chief  financial  officer  of 
InterNap,  a  builder  of  systems  that  by- 
pass peering  points.  "The 
problem  is  the  Internet  won't 
scale  this  way  forever." 

Bad  as  the  system  is,  reg- 
ulators have  shied  away  from 
this  arcana.  But  they  could 
yet  feel  compelled  to  act. 
When  MCI  merged  with 
WorldCom  two  years  ago, 
the  European  Commission 
forced  the  pair  to  spin  off 
MCl's  Internet  backbone. 
Cable  &  Wireless  paid  $1.75 
billion  for  it — then  later 
sued  MCI  WorldCom  for 
trying  to  hamstring  the 
business  by  withholding 
contracts,  blocking  database  access  and 
failing  to  transfer  key  people.  World- 
Com recently  agreed  to  fork  over  $200 
million  to  settle  out  of  court. 

Two  years  later  WorldCom  is  seek- 
ing to  buy  close  rival  Sprint.  Sprint  vo- 


If  a  small  ISP  refuses  to  pay  up,  its  users 
may  suffer  a  World  Wide  Wait. 

The  Internet  got  here  via  a  peculiar 
history.  Founded  to  keep  military  com- 
munications flowing  after  a  nuclear  at- 
tack, it  was  later  turned  over  to  the  Na- 
tional Science  Foundation.  Amazingly, 
it  began  accepting  commercial  traffic 
only  in  the  early  1990s.  Early  commer- 
cial users  had  to  honor  the  peering  pro- 
tocol, swapping  data  free  of  charge. 
That  way,  all  data  could  travel  on  all 


Internet,  Inc. 


Five  companies  control  nearly  80%  of  the  Internet 
backbone,  so  traversing  the  Net  means  passing  along  their 
networks.  The  Big  Five  let  one  another  do  so  for  free. 
Everyone  else  must  pay— and  the  terms  are  kept  secret. 


Company 

1999  U.S.  Internet  Backbone 

Revenues  ($mil) 

Market 
share 

WorldCom 

$3,000 

38% 

Genuity1 

1,200 

15 

AT&T 

924 

11 

Sprint 

728 

9 

Cable  &  Wireless 

459 

6 

Others 

1,700 

21 

'Formerly  GTE  Internetworking. 

Sources:  TeleGeography,  Inc.:  data  from  Sanford  C.  Bernstein  &  Co 


wires  for  free;  any  message  could  go  to 
any  recipient  anywhere,  whether  the 
hauler  was  a  multibillion-dollar  power- 
house or  a  punky  startup. 

Looking  to  get  out  of  the  way  but 
prevent  the  fledgling  Internet  from 
ciferously  opposed  the  merger  of  fragmenting,  the  National  Science 
WorldCom  and  MCI  on  antitrust  Foundation  paid  four  private  enter- 
grounds;  now,  of  course,  it  sees  no  prises  in  1994  to  build  public  Internet 
threat  in  merging  into  them.  If  the  FCC  access  points.  The  one  in  Washington, 
and  Department  of  Justice  allow  the  D.C.  is  now  run  by  WorldCom;  the  site 
deal  to  go  through  at  all,  they  will  likely  in  San  Francisco  is  Pacific  Bell;  Sprint 
den"lan'!  'id's     has  the  hub  in  Pennsauken,  N.J.,  and 

Ameritech  the  one  in  Chicago. 
238 


They  effectively  became  the  Net 
on-ramps  in  1995  when  the  feds  close: 
their  own  backbone.  As  traffic  grev 
these  four  public  access  points  (and 
fifth  added  in  Palo  Alto,  Calif.)  clogge 
up.  The  biggest  and  richest  players  re 
sponded  by  setting  up  hundreds 
faster,  private  peering  points. 

Then  in  1997  Uunet  said  it  woul 
stop  peering  with  small  carriers;  the 
would  have  to  pay.  Sprint  and  AT&T  fo 
lowed  suit  within  months.  The  moder 
Net  began  to  emerge.  Titans  swap  tra 
fie  free  and  charge  others;  those  wh 
can't  pay  take  the  back  roads  of  unrel: 
able  public  exchanges.  These  days  Cab 
&  Wireless,  for  one,  peers  with  just 
carriers;  the  other  10,000  or  so  ISI 
must  pay  the  freight. 

In  a  sense,  the  NSF's  nightmare  he 
come  to  pass:  The  Net  is  balkanized. 

Yet  the  big  guys  can't  tread  to 
heavily.  Given  the  Net's  collectivist  pa: 
and  regulators'  unease  with  concentra 
tion,  they  haven't  abandone 
peering  altogether.  But  in  re 
ality,  the  large  backbone  cat 
riers  have  the  clout  and  th 
incentive  to  make  "public 
interchanges  as  onerous 
they  can. 

In  the  past  two  month 
WorldCom  has  slappe 
smaller  carriers  wit 
monthly  fees  that  have  ru 
to  tens  of  thousands  of  do 
lars,  merely  for  locating  thei 
gear  inside  the  public-acces 
facilities  that  WorldCor 
manages. 

The  difference  betweei 
public  and  private  access  is  jolting 
Sprint  runs  much  of  its  backbone  at 
blinding  2.5  billion  bits  per  second — bu 
at  the  public  access  point  it  oversees,  i 
offers  just  45  million  bits.  It  is  like  givin 
drivers  on  a  six-lane  highway  access  via 
dirt  road. 

"The  public  peering  points  are  b 
design  bottlenecks,"  says  Scott  Hiles 
Sprint's  network  operations  managei 
"We've  moved  to  private  peering." 

That's  great  for  other  networkers— 
unless,  of  course,  they  are  too  small  or  to< 
far  away  to  be  admitted  to  the  club. 
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FAMILY  MEMBERS. 

6010  MEDALS  DON'T  COME  EASY  ■ 

BUT  AT  LEAST 

THE  COLLABORATION  DOES. 


And  the  collaboration  is  everywhere.  Together,  Lotus"  and  IBM  I 
created  a  collaborative  solution  called  INFO,  using  Lotus  DominoT  I 
INFO  connects  Olympic  Family  members  so  they  can  access  schedules,  | 
"  check  scores,  research  athlete  profdes,  and  more.  It's  one  of  the  many  I 
ways  super.human. software  helps  e-business  people  work  together.  I 
^^  To  find  out  more,  visit  www.lotus.com/superhumansoftware 
~~"        ~~  SUPER.HUMAN.SOFTWARE 
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Pain-free 
Injections 

If  Powderject  succeeds,  the 
needle's  sting  will  make  way 
for  a  tap  on  the  forearm. 


BY  RICHARD  HELLER 

IN  1992  BRIAN  BELLHOUSE  WAS  WORK- 
ing  on  a  gas-powered  injector  to  de- 
liver genetic  material  into  plant  cells. 
In  the  course  of  his  work,  the  thought 
struck  him:  Why  not  apply  the  same 
technique  to  humans?  There  was  only 
one  way  to  find  out.  He  injected  him- 
self with  finely  ground  rock  salt. 

Bellhouse,  now  head  of  the  medical 
engineering  unit  at  Oxford  University, 
not  only  lived  to  tell  the  tale  of  his  ex- 
periment, but  went  on  to  cofound  a 
company  in  1993  to  capitalize  on  his 
discovery.  Oxford-based  Powderject 
Pharmaceuticals  has  developed  a  device 
that  propels  medicine  in  powder  form 
so  fast — l,250mph — that  it  painlessly 
penetrates  the  outer  layer  of  the  skin. 

Powderject  is  one  of  several  firms 
seeking  alternatives  to  the  dreaded  nee- 
dle. Companies  such  as  Inhale  Thera- 
peutics and  Aradigm  are  developing  in- 
halers for  sufferers  of  diabetes  and 
emphysema.  But  many  vaccines  and  ge- 
netically targeted  drugs  are  ineffective 
when  delivered  via  the  lungs.  Mediject 
and  Bioject,  both  in  the  U.K.,  use  liq- 
uid-jet injection,  but  this  method 
causes  painful  lumps  under  the  skin. 

For  needlephobes,  Powderject  of- 
fers great  hope.  There's  no  risk  of  in- 
fection from  a  contaminated  needle 
and  powder-form  drugs  take  up  less 
than  1%  of  the  volume  of  drugs  in  liq- 
uid form.  Because  powder  particles  are 
50  microns  wide,  compared  to  a  500- 
micron-wide  syringe  needle,  a  powder 
injection  feel 
with 


painful  marketing  obstacles?  The  com- 
pany only  designs  the  basic  system,  re- 
lying on  its  licensees  to  develop  and 
market  a  powdered  version  of  their 
own  drugs.  The  propellant,  a  small  he- 
lium cylinder,  is  made  by  BOC  Group. 

Powderject's  fate  is  largely  in  the 
hands  of  its  drug  company  partners, 
the  most  important  of  which  is  Glaxo 
Wellcome,  which  paid  $20  million  for  a 
7.7%  stake.  Glaxo  agreed  to  develop  1 1 
powder-form,  DNA-based  vaccines,  in- 
cluding two  that  target  Hepatitis  B  and 
one  HIV.  That  could  mean  up  to  $300 
million  in  licensing  fees  and  other  pay- 
ments, plus  royalties  on  sales.  Pfizer,  As- 
traZeneca  and  Ares-Serono  have  signed 
up  to  convert  to  powder-form  drugs 
that  treat  erectile  dysfunction,  influenza 
and  tetanus,  as  well  as  test  for  allergies. 

Still,  products  are  a  long  way  off  and 
badly  behind  schedule.  The  farthest 
along  is  Powderject's  lidocaine  in  pow- 
der form.  It's  still  undergoing  Phase  III 
trials  and  probably  won't  reach  the 
market  until  2003,  if  then. 

Paul  Drayson,  Powderject's  40-year- 
old  chief  executive,  is  the  first  to  admit 
the  going  has  been  slower  than  expected. 
"It's  a  negative  feature  of  the  partnership 
strategy,  that's  true,"  he  says.  "But  keep- 


ing ourselves  almost  completely  focuse 
on  the  intellectual  property  present 
tremendous  advantages." 

Such  as  avoiding  the  $25  million  t 
$100  million  to  transform  drugs  irrtj 
powder  form.  That's  a  safe  strateg 
when  you  consider  that  nobody  know 
just  how  receptive  patients  will  be  % 
Powderject  or  if  insurers  will  pay  for  i 
At  $1  to  $2,  the  Powderject  device 
about  13  times  more  costly  than 
syringe. 

In  its  seven  years  Powderject  he 
never  made  a  profit.  Revenue  in  th 
year  to  March  1999  rose  87%  to  $9. 
million;  losses  more  than  doubled  t 
$15  million.  Powderject's  stock  ha 
been  turbulent.  From  a  June  1997  ini 
tial  offering  price  of  $3,  its  shares  on  th 
London  exchange  peaked  at  $16  in  De 
cember  1999  and  now  trade  around  $/ 

The  company  has  plenty  of  cash  o 
hand — $121  million  as  of  Sept.  30- 
which  it  is  spending  at  an  estimate 
rate  of  $2  million  a  month.  Drayso 
must  turn  Powderject  into  a  househol* 
name.  "We  have  to  establish  a  propri 
etary  standard  so  that  when  patient 
come  in  for  a  shot,  they  will  demand 
Powderject  injection,"  he  says.  No\ 
that  would  be  a  painless  exercise. 


Isn't  it  time  for  a  more  intelligent  workplace? 

Internet,  voice  and  video  services  over  a  broadband  multimedia 
infrastructure.  And  the  ease  of  dealing  with  one  source.  Now  any  tenant 
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PHARMACEUTICALS. 


Targeting  Tumors 

For  decades  fighting  cancer  involved  only  three  options:  chemotherapy,  radiation  or  surgery. 
Now  scientists  are  tantalizingly  close  to  creating  a  new  arsenal  of  precisely  targeted  weapons. 


BY  ROBERT  LANGRETH 

MOLECULAR  BIOLOGIST  PETER 
Hirth  left  a  secure  job  at  a  big 
German  drugmaker  in  1991  to 
help  lead  a  tiny  biotech  firm.  It  was  a 
risky  move.  The  shop  was  pursuing  an 
experimental  cancer  therapy  that  many 
experts  said  couldn't  possibly  work. 

The  company,  Sugen,  was  searching 
for  ways  to  block  the  molecular  signals 
that  tumors  require  for  growth.  Skep- 
tics questioned  whether  it  was  possible 
for  such  drugs  to  avoid  causing  toxic 
side  effects  and  shutting  down  impor- 
tant functions  in  healthy  cells. 

Today  Dr.  Hirth's  bold  move  is  close 
to  paying  off.  Sugen,  now  a  unit  of 
Pharmacia  Corp.,  is  locked  in  a  close 
race  with  Genentech  to  win  approval  of 
a  powerful  new  class  of  cancer  drugs.  It 
would  add  a  potent  weapon  to  the  stan- 
dard arsenal  of  cancer  therapies — to 
chemotherapy,  radiation  and  surgery. 

The  new  approach  attacks  the  mol- 
ecular mechanism  by  which  tumors  get 
their  oxygen  supply.  Both  Sugen  and 
Genentech  are  rushing  to  conduct 
final-stage  human  testing  of  drugs  that 
block  the  action  of  a  key  protein,  called 
VEGF.  Tumors  secrete  this  protein  to  in- 
struct nearby  blood  vessels  to  grow  new- 
tendrils  that  link  to  the  tumors  to  sup- 
ply them  with  a  fresh  inflow  of  blood. 

Various  studies  have  shown  that 
VEGF  plays  a  central  role  in  the  growth 
of  new  blood  vessels.  The  more  VEGF  a 
tumor  produces,  the  faster  your  cancer 
grows — and  the  sooner  you  die. 

The  first  hints  of  how  promising  the 
new  drugs  could  be  in  holding  tumors 
in  check  were  to  b  ien- 

tech  . 


nies  were  slated  to  present  impressive 
results  of  human  trials,  suggesting  the 
drugs  added  months  to  the  fives  of  late- 
stage  cancer  patients. 

"This  is  as  exciting  as  it  can  get"  in 
drug  development,  says  Hirth,  48, 
Sugen's  president.  If  the  method  works, 
"it  is  a  blockbuster  like  you've  never 
seen."  Gwen  Fyfe,  who  heads  the  VEGF 
assault  at  Genentech,  sees  "incredibly 
encouraging"  signs  for  its  entry. 

The  notion  of  starving  tumors  by 
cutting  off  blood-vessel  production 


JJueling  Drugs 


owes  itself  to  Harvard  researcher  Juda 
Folkman,  who  has  garnered  worldwic 
publicity  in  the  past  two  years.  But  h 
effort,  with  tiny  EntreMed  in  Rockvilk 
Md.,  targeting  two  other  proteins — ar 
giostatin  and  endostatin — is  far  less  ac 
vanced  than  the  VEGF  research  and  fa 
less  understood.  Final-stage  human  tr 
als  of  the  therapy  are  years  away. 

The  VEGF  approach  seems  mor 
likely  to  pay  off  in  the  near  term.  In  ac 
dition  to  Sugen  and  Genentech,  re 
search  powerhouses  Novartis  and  As 


SUGEN'S  DRUG,  SU5416 


Two  rival  drugs  aim  to  stifle  VEGF, 
a  protein  tumors  use  to  grow 
blood  vessels.  Genentech's  lab- 
engineered  antibody  latches  on  to 
VEGF  to  stop  it  from  docking  with 
its  receptor.  Sugen's  drug  slips 
inside  a  blood-vessel  cell  to 
silence  VEGF  receptors. 


GENENTECH'S  ANTIBODY 


Sign; 
grow 

SU5416 

deactivate 
receptors 


Antibody  clamps  onto 
VEGF  protein  and 
stops  it  from 
attaching  to  receptor 

Antibody 
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Sugen's  Peter  Hirth  says 

the  new  method  of 

treating  cancer  could 

yield  "a  blockbuster  like 

you've  never  seen." 


:raZeneca  and  biotech  boutique  Im- 
Zlone  Systems  are  rushing  to  test  new 
drugs  as  VEGF-blockers. 

Industry  officials  are  particularly 
excited  because,  unlike  many  existing 
irugs  that  are  aimed  at  only  a  few  tu- 
Tiors,  VEGF-based  drugs  could  prove 
:o  be  broadly  active  against  almost  any 
:ancer.  Their  mechanism  may  even 
/fork  on  other  diseases,  such  as  macu- 
ar  degeneration,  a  leading  cause  of 
jlindness,  and  even  eye  damage  from 
iiabetes,  some  researchers  believe. 

Still,  blocking  VEGF  alone  may  not  be 


enough.  To  cure  difficult  cancers  of  the 
colon,  pancreas  and  lung  may  require 
"cocktails"  of  new  drugs,  each  attacking 
the  tumor  in  a  different  way.  Some  would 
hit  infrastructure,  like  blood  vessels,  oth- 
ers would  block  mutant  genes  on  tumors 
that  sidestep  growth-inhibiting  mecha- 
nisms, and  still  others  would  turn  on 
"cell-death"  genes. 

Sugen  didn't  set  out  to  develop  anti- 
blood-vessel  drugs.  The  firm  was 
founded  in  the  early  1990s  by  several 
academic  researchers,  including  Axel 
Ullrich  of  Germany's  Max  Planck  Insti- 


tute for  Biochemistry,  who  had  been 
studying  receptors  on  the  surface  of 
cells  that  receive  growth  signals  from 
other  parts  of  the  body.  They  thought 
that  by  blocking  these  receptors  with 
druglike  chemicals  they  might  shut 
down  the  signals  for  tumor  growth. 

Dr.  Hirth,  at  the  time  a  40-year-old 
research  manager  at  Boehringer 
Mannheim,  was  intrigued  by  this  con- 
cept, but  his  employer  had  little  inter- 
est. So  he  left  for  Sugen  in  the  San  Fran- 
cisco Bay  area  in  early  1992.  At  the  time 
"there  were  skeptics  by  the  million" 
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who  thought  it  would  be  impossible  to 
shut  off  signals  for  cancer  growth  \ 
out  also  interrupting  signals  needed  tor 
healthy  functions,  he  says. 

Dr.  Hirth's  team  focused  on  finding 
drugs  to  silence  growth  receptors  on 
the  tumors  themselves.  Meanwhile  Dr. 
Ullrich,  who  remained  in  Germany, 
was  exploring  a  mysterious  gene  that 
produced  a  protein  found  in  blood  ves- 
sels. His  lab  showed  this  protein  to  be 
the  receptor  for  VEGF,  and  that  block- 
ing the  receptor  stunted  the  growth  of 
tumors  in  lab  animals. 

Sugen  set  out  to  find  a  druglike 
chemical  that  could  to  turn  off  the 
VEGF  receptor  in  humans.  Researchers 
did  this  the  hard  way,  randomly 
screening  thousands  of  chemicals.  Fi- 
nally they  found  one;  this  led  to  SU5416. 
Later  Sugen  found  another  compound 
that  blocked  not  only  the  VEGF  recep- 
tor but  also  two  other  receptors  in- 
volved in  growing  blood  vessels.  Ani- 
mal tests  show  this  drug,  SU6668,  is 
even  more  potent;  human  trials  have 
just  begun. 

As  Sugen  headed  toward  costly 
large-scale  human  testing  of  SU5416  in 
1999,  it  needed  a  collaborator  with  a  fat 
wallet.  Enter  Pharmacia,  which  sells 
several  cancer  drugs,  the  biggest  of 
which  had  sales  of  about  $300  million 
last  year.  Eyeing  Sugen's  promising 
pipeline,  Pharmacia  gobbled  up  the 
biotech  firm  last  year  for  $650  million 
in  stock.  Dr.  Hirth  had  owned  about 
1%  of  the  outfit  and  received  Pharma- 
cia stock  in  the  deal. 

While  Sugen  targeted  the  receptor 
for  VEGF,  Genentech  was  focusing  on 


the  protein  itself.  In  the  late  1980s 
Genentech  scientist  Napoleone  Ferrara 
isolated  the  gene  for  producing 
VEGF  (genes  are  instructions  for  manu- 
facturing proteins).  By  1993  the  com- 
pany had  designed  a  monoclonal  anti- 
body to  VEGF  that  slowed  tumor 
growth  in  animals.  Monoclonal  anti- 
bodies are  engineered  versions  of  nat- 
ural immune-system  fighters  that  at- 
tack a  particular  target.  Instead  of 
turning  off  VEGF  receptors  as  Sugen's 


"THESE  PEOPLE  WERE  TOLD,  GET 
YOUR  AFFAIRS  IN  ORDER,  YOU 
HAVE  SIX  MONTHS  TO  LIVE.  [NOW] 
THEY  HAVE  THEIR  LIVES  BACK." 


drug  does,  Genentech's  antibody 
latches  onto  VEGF  itself  to  stop  it  from 
docking  with  a  receptor. 

Still,  some  Genentech  officials  were 
skeptical;  they  wanted  more  evidence 
that  VEGF  was  critical  for  blood  vessels, 
rather  than  merely  one  of  numerous 
interchangeable  signaling  molecules.  So 
the  researchers  engineered  mice  with 
defective  VEGF  genes.  Their  embryos 
died  before  birth  because  they  failed  to 
grow  normal  blood  vessels — powerful 
evidence  that  VEGF  was  a  key  player. 

Now  it  is  a  race  to  the  finish,  with 
Genentech  and  Pharmacia  ahead  for 
the  time  being.  At  the  May  cancer  con- 
ference Genentech  was  expected  to  un- 
veil second-stage  trial  results  showing 
that  its  antibody  in  combination  with 
chemotherapy  delayed  the  growth  of 


colon  tumors  for  up  to  four  montl 
compared  to  chemo  alone,  and  addt 
months  to  patients'  lives.  Lung  cane 
results  were  murkier:  High  doses  of  1 
antibody  seemed  to  help,  but  a  hanc 
of  patients  died  from  side  effects. 

At  the  same  conference  Sugen  wJ 
to  present  a  smaller  study  indicating  thJ 
SU5416  with  chemo  halted  the  growth  < 
tumors  in  patients  with  advanced  cole 
cancer  for  an  average  of  at  least  nir 
months.  "These  people  were  told  . . .  gi 
your     affairs 
order,  you  have  s| 
months  to  livel 
says  Lee  Rosen, 
UCLA    oncologij 
who  led  the  stud) 
Though  not  cured 
"they   feel   greal 
They   have    thej 
lives  back." 

Close  behind  in  the  VEGF  race  is  I 
Clone  Systems,  a  New  York  biote 
company.  It  has  engineered  an  antibo 
against  the  VEGF  receptor  that  it  hop 
will  be  more  potent  than  Genentech 
When  the  antibody  is  combined  wi 
chemo  in  animal  tests,  "you  blow  uj 
tumors,"  says  Chief  Executive  Samu 
Waksal.  Human  trials  are  beginning. 
Genentech,  hoping  to  get  to  mark 
first,  is  about  to  begin  final-phase  tria 
in  colon  and  lung  cancer.  It  hopes  pu 
licity  about  its  successful  studies  th 
far  will  help  attract  patients.  But  Phai 
macia  recently  began  its  own  fina< 
phase  trials  for  colon  cancer,  and  it 
intent  on  being  first,  too.  Says  Gora 
Ando,  Pharmacia's  research  presiden  , 
"It  will  be  a  bit  of  a  dogfight."  I 


An  Allout  Rare  for  a  Blnrkhuster  Cancer  Druff 


Drug  giants  and  biotech  boutiques  are  rushing  to  develop  a  promising  new  generation  of  cancer  drugs  that  block  the  action  of  a  key 
protein  called  VEGF  and  prevent  tumors  from  maintaining  a  blood  supply.  If  successful  in  human  tests,  they  would  add  a  new  mode 
of  treatment  to  the  established  methods  of  chemotherapy,  radiation  and  surgery— and  perhaps  work  on  numerous  tumor  types. 


COMPANY 


DRUS 


STATUS 


HOW  IT  WORKS 


Genentech 


VEGFantibody 


Pharmacia/Sugen       SU541B 


ImCione  Systems        IMC-1C11 


AstraZeneca 


AZD6474 


Final-stagehuman  tests  for  colon  and  lung  cancer 

Final-stage  human  tests  for  colon  cancer 

Early  ciinicaF  testing 


Antibody  against  VEGF  protein 


Drug  that  blocks  VEGF  receptor 


Antibody  against  VEGF  receptor 


Novartis 


PTK-787 


About  to  begin  human  testing 


Drug  that  blocks  VEGF  receptor 


Pharmacia  Sugen       SU6668 


Early  human  tests  on  temporary  hold 
Early  human  tests 


Source:  Companies. 
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Drug  that  blocks  VEGF  receptor 
Drug  blocks  VEGF  receptor  and  others 
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aling  with  one  company  for  all  of  your  document  needs  delivers  your  information  faster. 

»  one  company  that's  ready  to  do  that  now,  is  Bowne.  As  a  diverse,  fully-integrated  global  network, 
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Why  Love  Hurts 

IN    1968,    13-YEAR-OLE  CAN"    EIGHTH-GRADER 

William  Henry  Gates  III  and  his  pals  crack  a  for-profit 
computer  center's  accounting  files.  Reason:  to  get  free 
time  on  the  system. 

In  2000, 23-year-old  Filipino  student  Onel  de  Guzman  and 
his  friends  stand  accused  of  creating  the  Love  Bug  virus,  which 
attacked  millions  of  Windows  computers  worldwide.  Among 
the  reasons:  to  filch  passwords  and  get  free  Internet  access. 

Action  against  De  Guzman  is  still  pending.  But  though 
the  Gates  gang  long  ago  served  its  sentence  (banishment 
from  the  system  for  the  summer),  his  current  posse  has 
plenty  of  growing  up  to  do  when  it  comes  to  security. 

Years  ago  Microsoft's  DOS  initially  offered  no  recourse 
if  users  happened  to  type  "format  c:"  and  hit  the  enter  key. 
A  later  warning  that  all  data  on  the  hard  drive  would  be 
destroyed  was  hailed  as  a  major  breakthrough.  But  until 
recendy  Microsoft  has  continued  to  put  its  faith  in  unin- 
formative  warning  messages,  which  sometimes  do  not  even 
appear,  rather  than  employ  more  stringent  measures  that 
could  protect  users  from  their  own  ignorance  and  preda- 
tors' wiles. 

"The  current  philosophy  seems  to  be  'It's  okay  if  the  user 
hurts  himself,'  "says  Richard  Pethia,  a  program  director  at 
the  Software  Engineering  Institute.  But  the  Love  Bug,  he 
adds,  "is  a  case  where  the  user  doesn't  know  enough  to 
know  he's  going  to  hurt  himself." 

The  Love  Bug,  like  Melissa  before  it,  took  advantage  of 


Microsoft's  highly  flexible  < 
fice  software,  which  can  e 
controlled  by  programs  cald 
scripts  and  macros.  Origin,  v 
scripts  and  macros  were  c- 
signed  to  automate  tedios 
procedures.  Unfortunate, 
they  can  also  automate  i  - 
structive  behavior — lie 
sending  a  virus  to  everyone! 
an  address  book,  or  destn  - 
ing  files  by  overwritig 
them — as  the  author  of  te 
Love  Bug  figured  out. 

Microsoft  blocks  coi 
mands  like  "delete  file"  frc 
scripts  running  in  its  brows 
Common  sense  suggests  tl 
applications  and  operati 
systems  should  run  scrij 
the  same  way.  Instead, 
company  left  the  doors 
Windows  wide  open,  e\ 
adding  a  facility  called  Wi 
dows  Scripting  Host  tl 
gives  easy-to-write  viruses  still  more  running  room. 

Scott  Culp,  a  Microsoft  security  program  manager,  se 
the  issue  as  a  simple  tradeoff:  "Ease  of  use  versus  securit 
But  though  the  potentially  destructive  scripting  featuit 
open  machines  to  new  predation,  they  give  average  usa 
nothing  in  return.  Automation  features  mosdy  make  thirs 
easier  for  programmers,  particularly  in  corporations. 

"Most  users  don't  need  this,"  says  Carey  Nachenbe^ 
Symantec's  chief  antivirus  researcher.  "We've  reached  te 
point  where  the  cost  of  losing  the  data  exceeds  the  com* 
nience  of  being  able  to  use  scripts  and  automation." 

Microsoft  is  finally  beginning  to  figure  this  out — in  re  - 
five  fits  and  starts.  Software  fixes  initially  offered  for  Outlot 
displayed  somewhat  more  ominous  warning  messages  ad 
forced  users  to  save  attachments  to  disk  before  openij 
them.  Ten  days  after  the  Love  Bug  attack  the  company  a- 
nounced  a  new  fix  intended  to  block  almost  all  e-maill 
programs  and  to  warn  about  predatory  attempts  to  hijai 
Outlook  to  send  messages, 

1  ven  that  fiv  however,  will  let  documents  with  pott  - 
tialh  devastating  macros  slip  into  Office  applications  si  i 
as  Word.  That  unfortunately  means  that  the  only  virf 
protection  for  many  older  copies  o\  Office  still  in  i  * 


Microsoft  sees 
itself  as  trading 
security  for  ease  of 
use.  But  the  holes 
in  its  software  offer 
average  users  noth- 
ing but  trouble. 
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continues  to  be  those  annoying  warnings.  The  company 
says  it  is  raising  the  default  security  levels  in  the  latest  ver- 
sion. At  last! 

Microsoft  is  not  alone  in  its  late  discovery  of  the  virtues 
of  security  in  a  connected  world.  Vendors  of  always-on 
cable  and  DSL  services  and  home-networking  software  have 
been  slow  to  offer  firewall  software  that  can  protect  users 
fr  )m  online  predators.  Plenty  of  companies  have  shipped 
products  with  major  security  gaffes. 


Still,  another  recent  move  suggests  what  it  takes  to 
Microsoft  really  serious  about  security.  With  the  update  I 
Microsoft  Office  2000  (known  as  Service  Release  1), 
company  has  begun  to  require  retail  purchasers  to  regis 
the  program  before  they  use  it  50  times.  Skip  the  regi: 
tion,  and  Office  locks  up.  This  is,  Microsoft  insists,  a  way  | 
prevent  piracy  and  so  a  boon  to  consumers.  Nice  to  kne 
that  when  it  comes  to  its  own  profits,  Microsoft's  secv 
geniuses  are  hot  on  the  case. 


Batten  Down  the 
Digital  Hatches! 


WHAT  CAN  THE  POOR  USER  DO 
in  a  cynical  world  filled  with 
vicious  "I  Love  You"  notes? 
Try  these: 

Install  a  program  that  can  magically 
restore  your  computer  to  a  prior,  happier 
state.  GoBack  (www.goback.com)  costs 
about  $50  for  home  users.  It  unobtru- 
sively tracks  disk  activity  in  a  way  that 
lets  it  return  your  system  to  precisely 
the  way  it  was  yesterday  or  a  week 
ago — perfect  for  resurrecting  the  many 
files  killed  by  Love  Bug  infestations. 
Microsoft  has  disclosed  plans  to  in- 
clude a  very  similar  feature  in  the  suc- 
cessor to  Windows  98  expected  this  fall; 
be  prepared  to  hear  Steve  Ballmer  de- 
clare it  an  "innovation." 

Use  antivirus  software,  and  keep  it 
updated.  The  category  can  be  confusing,  so  be  sure  you 
understand  how  to  get  new  virus  data  from  the  vendor 
and  scan  files  automatically.  Check  now  and  then  to  make 
sure  everything  is  working  properly;  I  recently  discovered 
that  for  some  reason  the  virus  profiles  on  one  of  my  ma- 
chines were  months  behind  the  times.  Remember:  An- 
tivirus programs  can  fix  only  what  they  already  know 
about,  so  they're  often  useless  against  the  latest  attacks. 

Back  up  your  data.  There  are  lots  of  ways  to  do  this;  the 
trick,  as  any  number  of  sad  users  with  unreadable  tapes  will 
tell  you,  is  getting  the  data  back  when  you  need  it.  Friends 
and  colleagues  rave  about  Connected  Online  Backup 
(www.connected.com),  which  stores  your  information  on  its 
own  machines,  safe  from  tire,  flood,  theft  and  beer  spills  at 
your  site.  It  can  e  to  ten  earlier  versions  of  a 

modified  fil<    Run  h  ,,-  first  time;  after  that  it 

time.  For 
v  tes, 
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or  $14.95  for  unlimited  megabytes,  unless  you  store  a  ton 
multimedia;  a  one-month  demo  is  free. 

Boost  your  programs'  security  levels.  This  can  take  son] 
doing;  the  setting  you  change  in  Word  will  do  nothing  fi 
Excel  or  PowerPoint.  If  you  set  security  to  its  highest  ley 
in  Internet  Explorer,  cookies  will  be  rejected  and  mai 
sites  will  shut  you  out.  Experiment  carefully. 

Never  accept  an  offer  to  turn  off  warning  messages.  M 

crosoft's  crack  programme 
have  made  them  virtually  ir 
possible  to  turn  on  again. 

Change  Windows'  directo 
displays.  Normally  Windo\ 
shows  you  large  icons  and 
names  without  their  extej 
sions  or  type;  that  practice  le 
the  Love  Bug  masquerade 
seemingly  harmless  text  fi^ 
The  "show  details"  option 
the  View  menu  displays  mo| 
information  about  your  file 
Picking  "folder  options" 
the  same  menu  brings  upj 
"view"  tab  that  lets  you  opt 
see  hidden  files  and  extensic 
names. 

Do  not  open  or  run  attachments  unless  you  know  exact 
what  will  happen.  Until  recently  conventional  wisdom  saj 
"Do  not  open  attachments  from  strangers."  Now  we  kne 
not  to  open  attachments  even  from  friends  without  beii 
certain  of  the  contents.  Still,  that  may  not  be  enougj 
among  the  very  few  people  who  sent  me  a  Word  maq 
virus  in  the  past  couple  of  years  was  a  Microsoft  publ 
relations  flack. 

Visit  Microsoft's  Windows  Update  and  Office  Update  sit 
often.  Software  they  otter  ^>\n  check  your  machine  and  rej 
ommend  critical  fixes.  There  are  plenty:  Since  January  tl 
company  has  issued  a  new  security  fix  roughly  every  fiH 
days.  But  Microsoft  has  yet  to  offer  a  simple,  automatj 
way  to  repair  all  known  security  bugs  on  a  system.  No^ 
that  would  be  .\n  innovation.  — S.. 


a 


Stephen  Manes  (steve@cranky.com)  is  the  cohosl  oj  Digital 
Duo,  a  weekly  public  television  series.  Visit  his  forum  in  om 
site,  H  »  vt.forbes.com  manes. 
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Further  proof  that  opposites  attract. 
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but  this  much  is  now  undeniable. 
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In  every  industry,  on  every 


continent,  Andersen  Consulting 
is  helping  traditional  brick-and- 
mortar  organizations  seize  the 
potential  of  new  technology. 

Simultaneously,  we're  helping 
net-based  organizations  extend 
their  infrastructure  and  speed 


their  growth  to  global  scale. 
Because  these  days,  it  often 
takes  bricks  to  really  click. 


Andersen 
Consulting 


Visit  us  at  ac.com 
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Software  Horizon  ByJoseiihAJiariier 

Does  Your  Web  Site  Sing? 


MANY  CORPORATE  WEB  SITES  ARE  JUST  PLAIN 
awful — slow  as  snails,  baffling  to  browse  and 
banally  designed.  The  worst  of  these  turkeys 
look  as  if  they  were  cobbled  together  by  high- 
tech  geeks,  clueless  as  to  how  lesser  mortals  use 
the  Web.  If  you  want  to  check  how  good  your  own  site  is, 
use  the  following  test.  This  is  a  take-home  test;  trying  it  on 
your  souped-up  office  PC  is  cheating. 

1.  Does  your  home  page  load  quickly  with  an  ordinary 
modem?  The  gang  who  built  your  Web  site  have  high-speed 
hookups,  but  most  of  the  customers  who  visit  it  go  no  faster 
than  56  kilobits  per  second.  If  information  doesn't  show  up 
in  a  flash,  they're  going  to  look  elsewhere  for  answers. 

2.  Is  your  message  loud  and  clear?  Flip  through  this  or 
any  other  magazine.  The  stories  attract  readers  with  punchy 
headlines,  eye-catching  art  and  provocative  opening  para- 
graphs. Journalists  have  spent  300  years  figuring  out  how  to 
grab  the  public's  attention.  So  what  makes  your  Internet 
consultants  think  they  have  a  better  idea? 

3.  Can  you  even  find  the  message?  Web  wizards  work  on 
monitors  the  size  of  MAX  screens.  Ordinary  civilians  use  14- 
inch  or  17-inch  tubes.  They  won't  hunt  for  information  in- 
visibly hidden  on  the  right-hand  side  of  the  screen.  Indeed, 
several  surveys  indicate  that  a  lot  of  Web  surfers  won't  even 
scroll  down  a  page. 

4.  Does  everything  work?  Your  office  computer  probably 
is  equipped  with  the  latest  operating  system,  Web  browser 
and  all  those  handy  "plug- ins"  that  let  you  hear  music,  view 
animations  and  so  forth.  Home  computers  aren't  because 
consumers  don't  upgrade  their  software  very  often.  That 
means  if  your  programmers  have  spiffed  up  your  site  with 
all  the  latest  gizmos,  visitors  will  be  bombarded  with  error 
messages — or  worse,  system  crashes.  As  a  rule,  you  shouldn't 
use  any  technology  that  is  incompatible  with  the  state  of  the 
art  three  years  ago.  Another  hint:  If  your  customers  have  to 
spend  a  half-hour  downloading  plug-ins  before  they  can  use 
your  site,  they  won't  appreciate  it.  But  your  competitors  will. 

5.  Does  your  site  meet  its  objectives?  There  are  plenty  of 
good  objectives  for  a  Web  site:  selling  merchandise,  servicing 
clients,  steering  prospects  to  distributors,  comforting  share- 
holders, recruiting  new  employees— the  list  is  endless.  And 
you  certainly  can  implement  multiple  objectives  at  your  site. 
But  not  all  on  the  same  home  page.  If  you  do  that,  you  will  get 
the  electronic  equivalent  of  one  of  those  pizzas  ordered  by 
Oscar  the  Grouch,  th  Street  character  who  lives  in 
the  garbage  -.,i  ,    Henry  David 

reau's  advice  applies  a  does 


6.  Are  you  having  fur 
Too  many  corporate  We 
sites  are  digital  Prozac- 
calming,  but  not  conducive  | 
closing  the  sale.  If  you're  ej 
cited  about  your  busines 
your  Web  site  should  show  i 
If  you're  not  excited,  then  yo 
shouldn't  be  in  that  business 

7.  Can  people  find  ai 
swers  fast?  Customers  wh 
want  to  see  your  ads  will  tur 
on  the  TV.  The  reason  the 
use  the  Web  is  to  fish  for 
formation.  Your  marketin 
department  knows  the  quej 
tions  customers  most  fre 
quently  ask.  Use  the  Net  t 
answer  them  honestly — hon 
esty  being  essential  becaus 
every  experienced  Web  surfe 
knows  how  to  ferret  out  th 
bad  news. 

8.  Is  the  site  really  inter 
active?  No,  it  doesn't  have  t 
be  all  singing,  all  dancing- 

but  it  should  have  some  features  customers  can  play  witr 
Some  good  ideas  I've  seen  various  companies  use:  soft 
ware  to  compare  complex  product  configurations;  onlin 
pricing  calculators;  and  interactive  surveys  (e.g.,  what' 
your  life  expectancy,  or  how  good  an  entrepreneur  woul 
you  make?). 

9.  Does  your  site  answer  all  your  customers'  questions 
Of  course  not!  No  site  can  do  that.  That's  why  you  shoul 
have  hodinks  to  other  Web  services  that  can  help  your  cus 
tomers  solve  their  problems.  Linking  to  government  sites  i 
almost  always  a  safe  bet — the  Centers  for  Disease  Control 
you're  in  pharmaceuticals;  the  Department  of  State  Trave 
Advisories  if  you  sell  to  tourists;  the  Securities  &  Exchang 
Commission's  Edgar  database  if  you're  in  the  investment  in 
dustry.  For  anyone  who  sells  to  small  businesses,  there  are  i 
host  of  excellent  federal  sites  that  can  give  your  customer 
great  advice. 

Take  an  objective  look  at  what  your  company  is  doing  oi 
the  Web.  Then  recall  Robert  Burns,  "Oh  wad  some  Pow'r  th 
giftie  gie  us  to  see  oursels  as  others  see  us."  I 


If  you're  excited 
about  your 
business,  your  Web 
site  should  show  it. 
If  you're  not,  you 
shouldn't  be  in 
that  business. 


Joseph  R.  Garber's  e-mail  address  is  garber@well.com. 


SPECIAL  ADVERTISING  SECTION 


creating  a  seamless  path  from  gene  discovery  to 
ig  approval,  biotech  researchers  are  producing  both 
saving  medicines  and  a  golden  investment  opportunity. 


the  amount  of  risk  is  diminishing. 
Patent  law  is  catching  up  with  new 
technologies  to  make  intellectual 
property  more  secure;  drug  approval 
processes  have  been  streamlined; 
and,  most  importantly,  drug  research 
has  become  a  more  predictable 
business  with  the  advent  of  new 
drug-discovery  technologies. 

This  surprising  state  of  affairs  has 
crept  up  on  investors.  Many  are 
unable  to  understand  the  implica- 
tions of  the  new  technologies  in 
biotech,  and  thus  remain  unaware 
that  anything  has  changed.  Or  per- 
haps they  have  learned  the  hard  way 
that  a  single  technology  cannot 
create  a  drug.  It  is  one  thing  to  find 
a  gene  that,  if  it  were  turned  off, 
would  cause  the  death  of  a  cancer 
cell.  It  is  quite  another  to  get  from 
that  gene  to  a  pill  in  a  bottle. 

But  now  there  are  enough  of  the 
new  technologies,  and  they  are  suffi- 
ciently mature  that  they  can  be 
joined  together  into  a  seamless 
whole,  running  from  gene  discovery 
to  drug  approval.  Those  who  cannot 
fathom  the  science  or  trust  the  gut- 
feelings  of  deal  makers  need  only 
look  at  the  surging  numbers  of  col- 
laborations between  biotech  compa- 
nies and  pharmaceutical  companies. 
This  is  the  physical  and  legal  mani- 
festation of  the  new  biotech  reality: 
The  intellectual  loop  has  been  closed. 
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ivesting  is  risky,  and  investing  in 
iotech  is  doubly  so.  Or  so  the  maxim 
oes.  Whether  or  not  it  has  validity, 
lie  biotech  sector  clearly  has  been, 
lore  so  than  other  sectors,  at  the 
lercy  of  fickle  financiers. 
In  looking  for  reasons  for  this,  even 
hose  in  the  thick  of  the  industry 
dmit  that  biotechnology  is  unique, 
lichael  Lytton  is  a  partner  and  chair- 
lan  of  the  biotechnology  practice  at 
aimer  &  Dodge  in  Boston,  MA,  a  law 
rm  specializing  in  the  deals,  part- 
erships  and  intellectual  property  of 
iotech  companies.  According  to 
ytton,  "Biotech  has  a  number  of  dis- 


tinguishing characteristics  —  the 
length  of  the  product  development  life 
cycle,  the  capital  requirements,  the 
necessity  of  intellectual  property  pro- 
tection, the  uncertainty  of  regulatory 
approval  and  the  unpredictability  of 
whether  reimbursement  will  be  avail- 
able for  a  newly  marketed  drug.  All 
those  factors  make  biotech  unique  in 
terms  of  development  time  and  capi- 
tal needs.  At  the  same  time,  for  a  suc- 
cessful drug,  the  payoff  can  be  huge. 
It's  a  very  high-risk,  very  high-reward 
undertaking." 

While  the  upside  of  this  equation 
does  not  appear  to  be  under  threat, 


MORE  GENES, 

MORE  CHEMICALS,  MORE  DRUGS 

The  world's  first  drug  screens  were 
inefficient,  haphazard  affairs:  The 
unfortunate  patient  would  ingest  a 
plant  and  wait  for  a  miraculous 
recovery.  The  20th  century  brought 
randomized  trials  and  synthetic 
chemicals  made  in  the  laboratory, 
but  still  the  target  was  often  the 
symptoms  of  the  disease  rather  than 
the  cause. 

Now  modern  genetics  is  revealing 
the  defects  that  stand  at  the  center 
of  disease.  And  knowledge  about 
genes  is  breeding  more  knowledge. 
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Researchers  who  know  what  some  of 
the  key  proteins  in  the  immune 
system  look  like  can  now,  for  exam- 
ple, scan  the  DNA  sequences  pouring 
out  of  the  Human  Genome  Project  to 
see  if  the  DNA  has  the  instructions 
for  making  other,  similar  proteins  that 
may  have  like  functions. 


commercial  development  at  Aurora 
Biosciences  Corporation  (San  Diego, 
CA).  This  is  where  companies  like 
Aurora  come  in.  "Where  we  are 
seeing  the  most  phenomenal  growth 
is  in  Aurora's  ability  to  go  from  full- 
length  gene  clones  to  a  screen  and 
then  to  a  drug  lead  in  a  record  time 


Modern  genetics  is  revealing  the  defects  (or  causes) 
that  stand  at  the  center  of  disease,  rather  than  focusing 
on  its  symptoms. 


Proteins  become  drug  targets  when 
their  place  in  a  disease-related 
process  is  known.  If  a  chemical  can 
be  made  to  interact  with,  interfere 
with  or  halt  the  workings  of  the  pro- 
tein in  question,  the  chemical  might 
become  a  drug  that  cures  the  dis- 
ease. But  finding  a  drug  is  not  simply 
a  matter  of  adding  chemicals  to  pro- 
teins. The  researcher  must  have  a 
way  of  testing  (also  called  assaying  or 
screening)  whether  a  given  chemical 
turns  off  a  given  protein.  "The  huge 
bottleneck  is  you  have  this  enormous 
wave  of  genes,  and  to  extract  value 
from  these  genes  you  have  to  develop 
them  into  assays  so  that  you  can  go 
on  to  discover  drugs  that  modulate 
these  genes,"  says  Harry  Stylli,  Ph.D.. 
founder  and  senior  vice  president  of 


frame,"  says  Stylli. 

One  key  to  Aurora's  ability  to  speed 
up  drug  development  is  a  technology 
called  GenomeScreen™.  In  Genome- 
Screen™,  Aurora  scientists  use  retro- 
viral vectors  to  sneak  special  genes 
called  beta-lactamase  into  a  pool  of 
cells.  In  each  cell,  the  beta-lactamase 
hops  into  individual  genes  through- 
out the  genome  and  lies  there  silent- 
ly. Now  the  researchers  take  the 
virus-treated  cells  and  mimic,  for 
example,  what  happens  when  the 
immune  system  attacks  a  trans- 
planted organ.  The  cells  turn  on  the 
various  genes  needed  to  mount  such 
an  attack.  If  a  switched-on  gene 
contains  beta-lactamase,  the  beta- 
lactamase  is  also  switched  on,  thus 
turning  the  cell  blue. 


Researchers  can  pick  out  the  fel 
blue  cells  and  identify  the  protel 
that  has  been  switched  on  in  mil 
utes  —  a  protein  that  is  part  of  trj 
immune  system's  attack  strategy.) 
chemical  that  turns  this  protein  ol 
might  stop  the  immune  system  frol 
rejecting  an  organ  transplant.  ArJ 
the  Aurora  cell  is  already  set  up  J 
test  for  such  a  chemical.  Any  cherj 
ical  that  stops  the  cell  from  turnirj 
blue  must  be  shutting  off  the  prj 
duction  of  the  critical  immurj 
system  protein.  Testing  thousand 
of  chemicals  in  transplant  patieni 
is  not  feasible,  but  testing  thol 
sands  of  cells  to  see  if  they  rl 
longer  turn  blue  is  eminently  rej 
sonable.  Aurora  also  applies  il 
arsenal  of  proprietary,  therapeuti 
cally  focused  discovery  technoll 
gies,  such  as  those  for  orphan 
protein-coupled  receptors  (GPCRsI 
ion  channels  and  enzymes,  to  deva 
op  a  deeper  understanding  of  tn 
disease  process. 

Even  at  the  level  of  testing  cell 
there  are  logistics  to  deal  with.  "Yq 
need  more  than  sophisticated  biolj 
gy  to  enhance  the  discovery  of  ne 
medicines,"  says  Stylli.  "For  drJ 
discovery  to  be  quicker  and  cod 
effective  you  will  need  to  have 
massively  parallel  screening  systej 
—  and  that's  Aurora's  ultra-hid 
throughput  screening  systej 
(UHTSS™)."  With  a  syndicate  J 
large  pharmaceutical  companiej 
Aurora  developed  the  UHTSS™  tl 
handle  thousands  of  drug  tests  i 


'hat  the  world  needs  now 


>o& 


Imagine,  a  world  where  people  spent  more  time  looking 
for  cures  than  they  did  c<Micts.  A  world  where  the  only 


solutions  were  natural  on 


"hat's  the  new  world  of  ADM. 


Every  day,  we  turn  corn  and  soybeans  into  natural-source 
vitamins  and  dietary  supplements.   Helping  make  the 
world  a  more  healthy  place.  One  person  at  a  time. 
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New  hope. 


New  cures. 


»  "I 


A  new  commitment. 
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tiny  droplets  of  fluid,  all  dispensed 
by  miniature  piezo-electric  jets  mod- 
ified from  ink-jet  printers.  In  January 
2000,  the  company  announced  that 
the  automated  UHTSS™  had  suc- 
cessfully set  up  and  carried  out 
100,000  assays  from  compounds  in 


company's  lead  product  is  the 
mRNA  Express™  kit,  which  allows 
scientists  to  use  automated  sys- 
tems to  separate  out  the  genetic 
messages  of  individual  genes  in  min- 
utes. Clues  to  gene  function  come 
from  determining  when  and  where 


Clues  to  gene  function  come  from  determining  when 
and  where  genes  are  turned  on. 


storage  plates  in  12  hours.  Aurora 
was  also  capable  of  rapidly  extract- 
ing the  knowledge  from  this  large 
information  set.  No  longer  did 
anyone  question  the  inclusion  of 
"ultra"  in  the  system's  name. 

MANY  TESTS 

FOR  FEWER  TARGETS 

By  narrowing  down  the  list  of  human 
genes  (perhaps  100,000)  to  a  hand- 
ful related  to  a  particular  disease, 
Aurora's  GenomeScreen™  technolo- 
gy and  the  DNA  chips  being  devel- 
oped by  several  companies  give  drug 
hunters  a  great  start.  But  which 
among  that  handful  is  the  best  drug 
target?  The  second  elimination 
round  involves  testing  just  a  few 
genes,  but  testing  them  in  many 
ways  and  in  more  complicated 
experiments  to  get  a  more  exact 
idea  of  their  normal  function. 

This  is  the  kind  of  testing  that 
RNAture,  Inc.  (Irvine,  CA),  a  spinoff 
from  the  Hitachi  Chemical  Research 
Center,  Inc.,  provides.  "The  timing 
is  perfect  for  our  technology,"  says 
RNAture  CEO  Masato  Mitsuhashi. 
"The  big  pharmaceutical  and 
biotechnology  companies  are  now 
setting  up  high  throughput  gene 
analysis  assays.  The  demand  is  just 
starting." 

RNArure  has  used  the  plastic  and 
polymer  technology  of  Hitachi 
Chemical  Co.,  Ltd.  (Japan),  and 
modified  it  for  bioscience  with  the 
help  of  collaborating  scientists  from 
the  University  of  California,  Irvine. 
"This  is  the  success  story  of  the 
collaboration,"  says  Mitsuhashi.  The 


the  genes  are  turned  on — for  exam- 
ple, the  best  targets  for  a  drug  to 
stop  transplant  rejection  will  be  the 
immune  system  genes  that  are 
turned  on  the  earliest  in  transplant 
rejection,  and  not  at  all  in  a  normal 
immune  response. 


FROM  GENE  TO  DRUG  — 
DO  NOT  PASS  GO 

Even  with  the  best  and  fastes 
screens  in  the  world,  going  from  ; 
gene  to  a  small  chemical  drug  is  j 
difficult  process.  That  has  promptei 
biologists  to  search  for  new  metr 
ods  of  drug  development  that  cai 
automatically  generate  a  drug  if  th< 
target  is  known. 

Abgenix,  Inc.  (Fremont,  CA)  is  pre 
moting  monoclonal  antibodies  asth< 
solution  to  this  problem.  Our  immun< 
system  makes  antibodies  when  i 
detects  invaders  (such  as  bacteria) 
the  antibodies  recognize  and  glu< 
themselves  onto  the  invaders,  thu: 
marking  the  invaders  for  disposal  an< 
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For  over  two  decades,  Amgen  lias  been  committed  to  discovering 
ways  to  improve  patients'  lives  in  the  areas  of  hematology,  oncology, 
nephrology,  inflammation,  neurobiology  and  endocrinology.  By 
utilizing  the  powerful  tools  of  cellular  and  molecular  biology,  Amgen 
is  fulfilling  its  mission  to  develop  and  deliver  important  cost-effective 
human  therapeutics. 

Approximately  thirty  cents  of  every  Amgen  sales  dollar  is 
dedicated  to  research  and  development.  This  investment 
enables  the  many  talented  people  of  Amgen  to  continue 
their  search  for  innovative  solutions  to  the  important 
unmet  medical  needs  of  patients  around  the  world. 
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destruction.  The  same  process  can 
be  used  to  recognize  human  proteins 
involved  in  disease  and  put  them  out 
of  commission. 

But  injecting  the  human  disease 
protein  into  a  human  does  not  usually 
cause  the  human  to  make  antibodies. 
The  human  sees  the  injected  protein 
as  self,  not  invader,  and  does  not 
respond.  Therefore  researchers  make 
the  antibodies  in  mice,  which  see  the 
human  disease  protein  as  foreign.  For 
example,  consider  a  protein  called  epi- 
dermal growth  factor  receptor 
(EGFR).  Many  cancer  cells  depend 
upon  EGFR  to  survive.  Abgenix 
researchers  injected  human  EGFR  into 
|  ..'  mice.  The  mice  recognized  the  EGFR 
as  foreign  and  made  antibodies.  Drug 
developers  can  isolate  the  antibody- 
producing  cells  and  culture  them  in 
the  laboratory,  thus  establishing  an 
endless  supply  of  anti-EGFR  antibod- 
ies that  can  be  given  to  cancer 
patients  to  destroy  the  cancer  cells. 

Many  companies  have  tried  making 
such  antibodies,  but  all  the  compa- 
nies hit  the  same  wall.  The  mouse 


cells  make  mouse  antibodies.  Put 
those  mouse  antibodies  into  a  human 
and  the  human,  correctly,  identifies 
the  antibodies  as  foreign  and  destroys 
them  before  they  can  fight  the  cancer. 
Various  researchers  have  tried  to 
disguise  the  mouse  antibodies  by 


proteins  as  foreign,  but  that 
responds  by  making  human  antibod- 
ies that  are  accepted  by  the  immune 
system  of  human  patients. 

Thanks  to  this  ingenious  technique 
the  "drug-discovery"  process  becomes 
blindingly  fast  and  cost-efficient.  "The 


Genetic  therapy  is  perfectly  suited  to  reversing  the 
genetic  mistakes  that  arise  during  the  conversion  of  a 
normal  cell  to  a  cancer  cell. 


chopping  out  bits  of  them  and  substi- 
tuting in  the  equivalent  human  sec- 
tions. But  the  substitution  process  is 
time-consuming  and  can  muddle  the 
antibody's  ability  to  recognize  its 
target. 

The  Abgenix  strategy  involves 
changing  the  mouse.  First  Abgenix 
disables  the  genes  that  the  mouse 
uses  to  make  its  own  antibodies.  No 
more  mouse  antibodies.  Then  comes 
the  hard  part:  inserting  a  huge  block 
of  human  genes  that  direct  the 
production  of  human  antibodies. 
The  result  is  the  XenoMouse™ — a 
mouse  that  still  recognizes  human 


mouse  does  all  the  work  of  making 
the  molecule  so  you  have  many  fewer 
people  involved  in  the  process,"  says 
Abgenix  CFO  Kurt  Leutzinger.  "With 
a  reasonable  amount  of  work  we 
think  we  can  get  to  a  steady  state  of 
two  or  three  IND  [investigational  new 
drug]  filings  per  year  without  becom- 
ing a  huge  company." 

WHEN  THE  GENE  IS  THE  MEDICINE 

If  going  from  gene  to  drug  is  com- 
plicated, why  not  use  the  gene  as 
the  drug?  That  is  the  thinking  at 
Introgen  Therapeutics,  Inc.  (Austin, 
TX),  which  is  using  gene  therapy 
against  multiple  types  of  cancer. 
Gene  therapy  was  originally  con- 
ceived as  a  cure  for  inherited  genet- 
ic errors,  as  it  involves  the  addition 
of  DNA  containing  normal  genes.  But 
it  is  also  perfectly  suited  to  revers- 
ing the  genetic  mistakes  that  arise 
during  the  conversion  of  a  normal 
cell  to  a  cancer  cell.  Gene  therapists 
hope  to  reverse  those  mistakes  and 
therefore  kill  cancer  cells  without 
harming  normal  cells. 

After  a  blaze  of  early  publicity,  gene 
therapy  has  gotten  off  to  a  slow 
start.  The  genes  are  ready  for  deliv- 
ery, but  scientists  have  been  working 
hard  to  find  the  best  vectors  —  the 
carriers  that  deliver  those  genes  into 
cells.  Now,  however,  Introgen  Vice 
President  of  Clinical  and  Regulatory 
Affairs  Dr.  James  Merritt  says  that 
"clearly  gene  therapy  is  looking 
better  and  better.  What  causes  that 
optimism  is  that  we  have  found  a 
workhorse  vector." 


ADVERTISEMENT  7 


The  vector  is  a  modified  version  of 
a  virus,  called  adenovirus,  which  can 
slip  the  gene  into  cells.  It  works 
best  when  injected  directly  at  the 
tumor  site,  so  Introgen  has  started 
by  testing  it  in  head  and  neck 
cancer,  which  rarely  spreads  to  other 
sites  in  the  body.  But  the  company 
is  also  conducting  trials  in  certain 
types  of  lung  cancer  and  over  eight 
different  tumor  types  where  spread- 
ing of  the  diseased  cells  is  common. 
In  this  case,  says  Merritt,  "better 
local  control  can  impact  on  survival 
rates.  Regardless  of  metastases, 
local  failure  can  decrease  the  quali- 
ty of  life  and  limit  opportunities  to 
treat  the  whole  body."  Merritt 
recently  reported  that  11  of  15 
patients  in  an  ongoing  lung  cancer 
study  had  tumor  shrinkage  of  greater 
than  50%  after  the  treatment  of 
gene  therapy  plus  radiation. 

In  both  the  head-and-neck  and  lung 
cancer  trials,  Introgen  is  delivering  a 
gene  called  p53.  Many  cancer  cells 
are  missing  a  p53  gene  or  have  a 
defective  one  that  can't  detect  that 
the  cell  has  problems.  But  when  a 
cell  has  a  functional  p53  gene,  it  can 
spot  the  cancer-associated  mistakes 
in  its  DNA  and  trigger  cell  suicide  to 
avoid  spreading  the  defect.  Thus  the 
Introgen  therapy  works  well  with  radi- 
ation therapy  and  other  anti-cancer 
drugs,  many  of  which  create  DNA 
damage.  "That's  what  is  going  to 
make  p53  a  star — the  ability  to  com- 
bine with  multiple  modes  of  cancer 
treatment,"  says  Merritt. 

Merritt  expects  that  the  future  will 
bring  delivery  of  genes  throughout 
the  body.  Introgen  is  attempting  this 
using  both  viruses  and  chemicals  that 
can  convince  cells  to  take  up  DNA. 
"Gene  therapy  will  not  be  a  single 
vector —  it  wijl  be  multiple  vectors, 
each  suited  for  a  different  disease," 
he  says.  "It's  not  clear  which  delivery 
system  is  best  for  each  particular 
disease,  but  it's  clear  to  us  that  our 
[adenovirus]  system  can  make  a  suc- 
cessful product." 
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THE  POWER  OF  PROTEINS 

Gene  therapy  delivers  DNA,  but  the 
DNA  is  there  only  to  tell  the  cell 
which  protein  to  make.  Proteins  do 
the  work  of  the  cell.  They  slide 
against  each  other  to  contract  mus- 
cles, process  food  and  drag  cargoes 
around  the  cell.  When  a  protein  fails 
to  carry  out  it?  ndrnial  duty,  disease 
follows.  The  simplest  therapy,  then, 
would  be  to  add  back  some  normal 
protein.  For  many  proteins  that 
strategy  won't  work  —  getting  pro- 
teins into  cells  is  a  tricky,  if  not 
impossible,  business  —  but  luckily 
some  of  the  most  important  proteins 
work  outside  the  cell.  These  mes- 
senger proteins  circulate  through 
the  blood  and  instruct  cells  through- 
out the  body  to  reproduce,  change 
into  other  types  of  cells  or  make 
important  molecules.  And  messen- 
ger proteins  can  be  delivered  as 
drugs  by  a  simple  injection  into  the 
bloodstream. 

Amgen  (Thousand  Oaks,  CA)  has 
grown  from  a  small  biotech  startup 
to  a  large  biopharmaceutical  compa- 
ny by  identifying  messenger  proteins 
that  can  be  used  as  drugs.  From  that 
work  has  come  such  blockbuster 
drugs  as  EPOGEN".  used  to  treat 
anemia   in   dialysis   patients,   and 


NEUPOGEN3,  which  is  used  to  stimu 
late  the  immune  system  to  prevent 
serious  systemic  infections. 

To  find  more  of  the  messenger  pro- 
teins, Amgen  scientists  started  look- 
ing through  thousands  of  DNA 
sequences  that  have  been  decoded 
by  the  Human  Genome  Project  and 
other  DNA  sequencing  efforts.  In 
that  garbled  mass  they  found  a  DNA 
sequence  coding  for  something  that 
looked  somewhat,  but  not  entirely, 
like  a  messenger  protein  that  they 
already  knew.  The  new  gene,  even- 
tually named  osteoprotegerin  (OPG), 
was  intriguing  enough  to  warrant  fur- 
ther study.  Into  mice  it  went. 

"We  didn't  know  what  it  would  do," 
says  Bill  Boyle,  associate  director  of 
exploratory  research  at  Amgen,  and 
the  leader  of  the  genomics  discovery 
program.  "Every  guess  we  made 
turned  out  to  be  wrong." 

The  researchers  tested  the  mice 
for  all  sorts  of  defects  and  came  up 
with  one  glaring  change  —  the  mice 
with  extra  OPG  had  bulky  bones.  In 
some  cases  the  central  marrow-filled 
cavity  had  been  entirely  replaced 
with  solid  bone.  OPG  was  promoting 
bone  formation. 

OPG  turns  off  cells  called  osteo- 
clasts. These  curious  cells  live  in. 
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but  also  degrade,  bone.  This  bone 
destruction,  which  releases  calcium 
and  helps  repair  microfractures, 
"goes  on  throughout  every  day  of  a 
person's  adult  life,"  says  Boyle.  "It's 
like  a  brick  wall  that  you  are  contin- 
uously tearing  down  and  building  up, 
where  it  looks  like  it  is  getting  old 
and  weak." 

Normally  the  destructive  osteo- 
clasts are  balanced  out  by  bone- 
building  cells  called  osteoblasts.  But 
under  certain  circumstances  the  bal- 
ance is  tipped  in  favor  of  the  destruc- 
tive osteoclasts.  This  imbalance  is 
common  when  hormone  levels 
change  after  menopause  (causing 
osteoporosis),  when  immune  signals 
act  up  during  rheumatoid  arthritis 
(causing  joint  damage),  and  when 
cancer  cells  send  aberrant  messages 
(allowing  the  spread  of  cancer  cells 
into  the  damaged  bone).  Boyle  hopes 
that  injecting  OPG  will  correct  the 
imbalance  and  reverse  these 
common  diseases. 

GETTING  A  HANDLE  ON 
A  DIFFICULT  DISEASE 

Amgen  is  not  limiting  itself  to  pro- 
tein therapies.  "Amgen  made  a 
strategic  decision  a  while  ago  to  go 
into  small  molecules,"  says  Amgen 
Senior  Scientist  Martin  Citron. 
"There  are  certain  disease  areas 
that  are  difficult  to  tackle  with  pro- 
teins." Citron  is  thinking  particular- 
ly of  his  own  research  area  —  neu- 
rology, and  specifically  Alzheimer's 
disease — because  the  body  has  a 
barrier  that  keeps  both  toxins  and 
potentially  therapeutic  proteins 
away  from  brain  tissue. 

Citron  faces  the  task  of  finding 
a  small  molecule  drug  to  treat 
Alzheimer's.  His  victory  so  far  has 
been  to  find  an  appropriate  target  for 
that  small  chemical  to  block.  The 
target  is  beta-sec retase — a  protein 
enzyme  that  cleaves  another  protein, 
called  amyloid  precursor  protein 
(APP).  APP  is  harmless,  but,  when  it 
is  processed  by  beta-sec  retase  and 


another  enzyme  (which  has  been 
dubbed  gamma-secretase,  but  whose 
identity  is  still  in  dispute),  the  result 
is  a  toxic  fragment  called  beta- 
amyloid  peptide.  Multiple  copies  of 
beta-amyloid  clump  together  to  form 
the  plaques  that  are  visible  in  the 
brains  of  those  with  Alzheimer's. 


"The  beta  peptide  is  probably  a 
piece  of  junk,"  says  Citron.  "The 
[beta-sec retase]  enzyme  presumably 
does  something  else.  As  a  side 
effect  it  happens  to  cleave  APP." 

The  more  beta  amyloid,  the  more 
dementia,  so  Citron  believes  that 
jamming   beta-secretase  to   stop 
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beta-amyloid  formation  should  be 
beneficial  for  those  with  Alzheimer's 
disease.  Amgen  will  have  a  head 
start  in  finding  an  appropriate 
chemical  to  block  beta-secretase, 
because  chemicals  that  block  other 
protein-cutting  enzymes  are  already 
known.  The  drugs  that  jam  HIV  pro- 
tease are  one  such  example.  Similar 
chemicals  may  turn  out  to  be  effec- 
tive anti-Alzheimer's  drugs. 

PREPARING  THE  GROUND 

The  best  science  in  the  world  still 
needs  a  sound  business  environment 
before  it  can  be  converted  into  a 
product.  Some  of  the  first-generation 
biotech  companies  were  based  on 
little  more  than  a  university  scien- 
tist's excitement  about  his  or  her 
own  work.  When  these  companies 
failed  to  follow  business  fundamen- 
tals   they    withered    away.     But 


researchers  and  investors  alike 
learned  from  experience,  and 
today's  biotech  companies  have 
better  business  models,  more  rev- 
enue streams  and  sounder  contin- 
gency plans. 

Even  the  most  expertly  managed 
companies  also  need  encouragement 
from  the  many  governmental  agen- 
cies that  have  influence  over  their 
operations,  and  that  encouragement 
is  what  the  Singapore  Economic 
Development  Board  (EDB)  is  provid- 
ing to  life  sciences  companies  invest- 
ing and  setting  up  in  the  country. 

In  a  recent  speech,  Singapore's 
Deputy  Prime  Minister  Tony  Tan  said 
that  "Singapore  is  well  placed  to  be 
a  key  player  in  the  life  sciences  indus- 
try, given  our  strong  base  of  scientif- 
ic talent,  excellent  medical  institutes, 
pharmaceutical  companies  and 
active  research  centers.  With  its  high 
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value-added  and  knowledge-intensive 
nature,  life  sciences  can  become  the 
fourth  pillar  of  Singapore's  manufac- 
turing sector,  complementing  elec- 
tronics, chemicals  and  engineering, 
and  adding  diversity  and  robustness 
to  the  Singapore  economy." 

Singapore  has  already  attracted  six 
of  the  world's  largest  pharmaceutical 
companies  to  set  up  manufacturing 
plants  and  research  and  development 
arms  in  the  country,  and  it  is  hoping 
that  the  future  will  bring  everything 
from  established  companies  con- 
ducting the  whole  value  chain  of 
activities  to  small  startup  companies. 
"We  want  to  develop  capabilities 
across  the  full  spectrum,"  says  Tan 
Suan  Swee,  the  EDB's  director  of 
chemicals  and  life  sciences. 

The  EDB  and  Singaporean  govern- 
ment are  encouraging  life  sciences 
investment  by  providing  tax  breaks, 
infrastructure,  programs  to  train 
more  scientists,  opportunities  for 
cross-industry  linkages,  new  invest 
ment  funds,  strong  intellectual  prop- 
erty protection  and  collaboration 
with  research  institutions,  such  as 
the  Institute  of  Molecular  and  Cell 
Biology  at  the  National  University  of 
Singapore. 

For  pharmaceutical  companies 
looking  for  a  foothold  in  Asia,  Sin- 
gapore may  be  the  ideal  location. 
This  will  be  particularly  important 
as  pharmaceutical  companies  move 
into  the  era  of  pharmacogenomics, 
where  therapies  are  tailored  to  indi- 
viduals. Testing  in  Singapore  could, 
for  example,  determine  whether  a 
drug  that  works  for  only  a  minority 
of  Europeans  will  work  for  a  major- 
ity of  Asians.  For  these  and  many 
other  reasons,  Tan  Suan  Swee  and 
the  EDB  are  optimistic  about  the 
future  of  the  life  sciences  in  Singa- 
pore. "We  see  lots  of  opportunity 
for  growth  in  the  life  sciences,"  he 
says,  "and  we  think  we  can  be  not 
only  a  global  hub  but  also  a  gate- 
way for  the  life  sciences  in  the 
Asia-Pacific  region." 
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:XPLOITING  WHAT 
OU  ALREADY  HAVE 

'harmaceuticals  and  agricultural 
iotechnology  may  seem  two  very 
istinct  areas,  and  yet  both  use  the 
ommon  language  of  chemistry.  For 
rugs  this  link  is  obvious — drugs 
re  chemical  bullets  with  a  specific 
arget  in  the  body.  But  sometimes 
ealthy  chemicals  are  closer  than 
te  think.  Our  food  is,  in  the  cold  eye 
f  science,  nothing  but  a  mass  of 
hemicals.  These  are  the  chemicals 
hat  keep  us  alive  every  day. 
They  are  also  the  chemicals  that 
ire  being  closely  scrutinized  by 
esearchers  at  Archer  Daniels  Mid- 
and  Co.  (ADM;  Decatur,  IL).  Since 
.923,  ADM  has  been  processing 
rops  to  produce  everything  from  lin- 
eed  oil  to  high  fructose  corn  syrup, 
lecently,  ADM  has  been  paying 
loser  attention  to  the  micro-ingre- 


dients present  in  the  foods  that  it 
processes,  according  to  Gary  Miller, 
senior  vice  president  of  science  and 
business  development  in  ADM's 
nutraceutical  division.  "A  lot  of  our 
science  revolves  around  finding  good 
raw  materials,"  says  Miller.  "We 
used  to  talk  about  feeding  the  world, 
and  now  we  are  talking  about  feed- 
ing the  world  better. 

"We're  trying  to  take  advantage  of 
our  base  —  large-scale  agricultural 
processing — and  to  build  value- 
added  properties  off  of  that,"  he 
continues.  "That  base  allows  us  to 
make  products  in  ways  and  values 
that  others  can't  even  imagine." 

The  newer  products  include  a  nat- 
ural source  of  the  antioxidant  vita- 
min E  (from  oilseed  processing)  and 
isoflavones  (from  soy  protein  pro- 
cessing). Isoflavones  can  make 
blood  arteries  more  supple,  and  may 


reduce  cholesterol  and  increase 
bone  density.  Miller  and  his  col- 
leagues identify  such  products  by 
surveying  the  vast  scientific  litera- 
ture on  food  components  and  moni- 
toring what  is  in  the  foodstuffs  that 
ADM  is  processing.  When  they  find 
a  lead,  ADM  helps  test  whether  the 
food  chemical  does,  indeed,  have 
the  suspected  health  benefit. 

For  now,  ADM  markets  many  of 
these  micronutrients  to  retailers 
who  sell  them  as  health  supple- 
ments. But,  says  Miller,  "as  the  food 
industry  begins  to  take  more  inter- 
est in  functional  foods,  these  prod- 
ucts will  play  more  of  a  part  in  forti- 
fied foods.  If  one  can  provide 
healthier  foods  with  more  ingredi- 
ents I  think  we  will  have  a  greater 
impact  on  health." 

The  logical  conclusion  of  this 
approach  is  to  increase  the  amount 
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of  micronutrients  in  the  crop.  This 
involves  genetic  engineering  of  the 
crop — a  controversial  process  that 
ADM  supports  but  is  not  involved 
in  implementing.  "We  are  caught  in 
the  middle,"  says  Miller.  The  cur- 
rent level  of  "concern  and  contro- 
versy" about  genetically  modified 
foods  is,  he  says,  a  necessary  part 
of  coming  to  a  consensus  on  the 
benefits  and  safety  of  the  new 
technology. 

Miller  hopes  that,  as  the  discus- 
sion continues,  the  agricultural 
industry  does  a  better  job  of  com- 
municating that  consumers  have  the 
most  to  gain.  "We've  not  done  a 
good  job  of  communicating  that  we 
are  making  better  crops  and  more  of 
them  with  less  pesticides.  And  due 
to  greater  crop  yields,  we  are  taking 
less  land  into  agriculture  —  an  envi- 
ronmental benefit.  In  the  future  we 


will  begin  to  see  crops  that  are 
healthier,  and  that  have  more  of  the 
nutrients  we  need." 

Once  the  public  has  reached  a 
consensus,  ADM  will  be  ready  to 
process  the  value-added  products. 
"We  believe  that  biotech  is  a  critical 
and  important  technology  that  will 
move  agriculture  ahead,"  says 
Miller.  "It  is  critical  to  the  ultimate 
ability  of  the  world  to  feed  itself." 

Just  as  biotech's  importance  in 
agriculture  is  on  the  rise,  the 
biotech  influence  on  the  pharma- 
ceutical industry  will  continue  to 
grow.  "In  the  future,"  says  Palmer 
&  Dodge's  Lytton,  "there  will  be 
more  capital  flowing  into  the  indus- 
try as  more  drugs  are  approved  and 
investors  grow  more  confident." 
The  capital  will  help  researchers 
improve  their  drug-hunting  technol- 
ogy,   continuing   the   reinforcing 


cycle    that    is   yielding    exciting 
investment  opportunities  and  drugs] 
that  save  lives. 


The  Biotechnology  Industry 
Organization  (BIO)  repre 
sents  more  than  900  com 
panies,  academic  institu 
tions  and  biotech  centers  in 
47  states  and  26  nations. 
Members  are  involved  in 
the  research  and  develop 
ment  of  healthcare,  agricul 
tural,  industrial  and  envi 
ronmental  biotechnology 
products.  For  more  infer 
mation,  visit  www.bio.org. 
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PEUTIC PRODUCTS  FOR  THE  TREATMENT  OF  A  VARIETY  OF  DISEASE  CONDITIONS.  INCLUDING  TRANSPLANTRELATED  DIS  . 
EASES  INFLAMMATORY  AND  AUTOIMMUNE  DISORDERS.  CARDIOVASCULAR  DISEASE.  INFECTIOUS  DISEASES.  AND  CAN 
CER.  ABGENIX  DEVELOPED  XENOMOUSE  TECHNOLOGY  TO  ENABLE  QUICK  GENERATION  OF  HIGH  AFFINITY.  FULLY  HUMAN 
ANTIBODY  PRODUCT  CANDIDATES  TO  ESSENTIALLY  ANY  DISEASE  TARGET  APPROPRIATE  FOR  ANTIBODY  THERAPY. 
ABGENIX  HAS  COLLABORATIVE  ARRANGEMENTS  WITH  NUMEROUS  PHARMACEUTICAL.  GENOMICS  AND  BIOTECHNOLOGY 
COMPANIES  INVOLVING  ITS  XENOMOUSE  TECHNOLOGY.  IN  ADDITION.  ABGENIX  HAS  MULTIPLE  PROPRIETARY  ANTIBODY 
PRODUCT  CANDIDATES  THAT  ARE  UNDER  DEVELOPMENT  INTERNALLY.  THREE  OF  WHICH  ARE  IN  HUMAN  CLINICAL  TRIALS. 
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FORBES  aims  to  help  you  build 
wealth.  And  our  Annual  Investment 
Guide  gives  you  financial  insights 
you  won't  find  elsewhere.  Tax-smart 
investing  (p.  280)  shows  how  you 
can  avoid  writing  out  another 
painfully  large  check  to  the  IRS  as 
you  did  in  April.  Thinking  about 
getting  a  divorce?  You  should  know 
how  much  more  complex  and 
expensive  it's  becoming  (p.  300). 

More  broadly,  we  offer  a  debate  on 
the  volatile  market's  direction  be- 
tween New  Economy  devotee  Henry 
Blodget  of  Merrill  and  value  guru  Jer- 
emy Grantham  (p.  312).  Plus  there 
are  many  novel  investing  tactics,  like 
how  to  exploit  your  home's  apprecia- 
tion without  moving  (p.  372). 

And  just  how  do  you  bring  up 
rich  kids  so  they  turn  out  right,  able 
to  handle  themselves  and  their 
money  (p.  266)7 

Read  and  prosper. 


ILLUSTRATIONS  BY  JIM  FRAZIER 
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WHO'S 

SPOILED? 

Handwringers  say  being  born  with  a  silver  spoon  will 
doom  your  children's  chances  for  success.  Nonsense. 
Here's  how  to  raise  good  kids  amid  opulence. 


By  Brigid  McMenamin 

MERICA'S  CORNUCOPIA  HAS  CREATED 
the  largest  group  ever  of  privileged  off- 
spring. Reared  in  lavish  homes,  sur- 
rounded by  vast  material  comforts  and 
freed  of  financial  worries  like  how  to 
pay  for  college,  they  are  truly  a  breed 
apart  from  ordinary  boys  and  girls. 
So  they  must  all  be  arrogant,  spoiled 
and  lazy,  right?  Hardly.  The  imperatives 
to  work  and  succeed  on  your  own 

terms  are  strong  among  this  set.  To  show  how  much,  let's 

meet  a  few  rich  kids: 

■  Lauren  Jobe,  22,  grew  up  in  a  $1  million  house  in  Dallas, 
wears  Armani  and  enjoys  a  trust  fund  courtesy  of  her  folks, 
Rex  and  Sharon,  Dallas  photo  lab  owners.  The  fresh-faced 
Harvard  senior  cofounded  a  book  review,  worked  a  summer 
in  personnel  at  Southwest  Airlines  and  another  at  Random 
House.  After  graduation  this  spring  she's  entering  the  con- 
sultant training  program  at  Bain  &  Co.  in  San  Francisco.  "I 
definitely  see  myself  in  business,"  says  Lauren. 

■  Grant  Gund,  31,  the  grandson  of  Sanka  king  George  Gund 
(family  net  worth  as  of  1999:  $1.7  billion),  will  inherit  mil- 
lions. He  was  a  Bank  of  Boston  credit  analyst,  got  a  North- 
western M.B.A.,  then  planned  marketing  for  Aware  Records' 
pop  group  Train,  whose  debut  disc  sold  a  half- million.  Now 
he's  at  Megunticook  Management,  a  Boston  venture  capital 
firm,  "i  am  working  hard,"  says  Gund. 

■Delphine  A'  laughter  of  Bernard  Arnault, 

s  •   |on< 


billionaire  chairman  of  luxury  goods  maker  LVMH.  Ta 
blonde  and  chic,  she  grew  up  in  a  world  of  Louis  Vuittc 
and  Dior.  After  graduating  from  the  London  School  of  Ea 
nomics,  Delphine  worked  for  McKinsey  &  Co.,  then  joine 
a  couture  house  in  April. 

You  see  so  many  stories  about  rich  kids  gone  bad:  gettir 
arrested  for  drugs,  cavalierly  wrecking  others'  lives  and  prop 
erty,  goofing  off  on  the  Cote  d'Azur.  Self-proclaimed  exper 
are  forever  warning  that  a  lavish  upbringing  will  yield  an  idl 
irresponsible  brat 

And  don't  even  think  about  leaving  Junior  millions.  It' 
sap  his  ambition,  they  warn.  Better  to  give  your  wealth  t 
charity  instead.  Or  put  it  in  trust,  so  he  can't  waste  it.  Entru 
your  wealth  to  anybody  but  your  own  child,  who's  by  defir 
ition  a  mess. 

Baloney.  All  that  talk  is  propaganda  spread  by  people  oi 
to  guilt  you  into  cutting  your  children  off  and  favoring  thei 
instead — their  causes,  their  charities,  their  trust  companies 

The  brainwashing  has  been  effective.  U.S.  Trust,  th 
soon-to-be  Schwab  subsidiary  that  manages  the  wealth 
some  of  this  supposedly  wastrel  spawn,  produces  a  yearl 
survey  of  affluent  Americans  ($3  million-plus  househol| 
net  worth  or  annual  income  topping  $225,000).  The  fine 
ings  predictably  highlight  the  well-heeled  parents'  hanc 
wringing  over  their  kids. 

In  this  year's  version  a  majority  fear  that  inheriting 
lions  will  have  "a  detrimental  effect"  on  values.  In  a  more  de 
tailed  1996  survey  U.S.  Trust  discovered  that  64%  are  afrail 
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their  children  won't  know  the  value  of  money 
ind  45%  fret  that  the  kids  won't  take  financial 
responsibility  for  themselves. 

But  what  research  exists  shows  that  an  in- 
heritance doesn't  dramatically  reduce  a  per- 
son's desire  to  work.  That's  from  "Inheritance 
ind  Labor  Supply,"  a  1994  study  by  David  Joul- 
faian  and  Mark  O.  Wilhelm,  published  in  the 
Journal  of  Human  Resources.  They  looked  at 
people  who  inherited  an  average  $344,000  in 
L989  ($430,000  in  today's  money).  Household 
:arnings  slipped  just  0.1%  for  each  10%  incre- 
nent  in  the  size  of  the  inheritance.  Wilhelm 
>ays  economists  always  figured  the  slack-off  ef- 
fect would  be  10  to  100  times  as  big. 

Meanwhile,  there's  evidence  that  an  inheri- 
tance fosters  entrepreneurship.  Folks  who  in- 
lerit  are  more  likely  to  start  businesses,  accord- 
ng  to  a  paper  by  Princeton  economist  Harvey 
5.  Rosen  and  others,  in  the  RAND  Journal  of 
Economics  in  1994.  Another  Rosen  paper 
showed  that  those  who  inherited  more  than 
£260,000  saw  annual  revenues  grow  20%  faster 
han  others.  In  part  that's  because  they  had 
nore  capital  than  competitors  from  less- 
vealthy  backgrounds,  but  the  inheritors  surely 
lidn't  squander  it. 

These  happy  results  make  sense.  Rich  and 
iccomplished  parents  tend  to  bring  up  children 
ike  themselves.  "For  most  people  it's  just  a 
vonderful  experience,"  says  Mill  Valley,  Cal. 
:amily  therapist  John  L.  Levy,  who  counsels 
parents  on  how  to  raise  rich  kids. 

Look  around.  For  every  rich  ne'er-do-well, 
mu  see  many  more  who  lead  productive  lives, 
jke  J.  Paul  Getty's  grandson  Mark,  founder  of 
3etty  Images;  Clinique  honcho  Jane  Lauder, 
16,  daughter  of  cosmetics  mogul  Ronald 
^uder  ($4  billion  net  worth);  and  Nicole  Pi- 
isecki,  37,  an  engineer,  Wharton  M.B.A.  and  amateur  pilot 
vho  sells  Boeing  747s  and  is  a  daughter  of  helicopter  pioneer 
Prank  N.  Piasecki  and  paper  heiress  Vivian  Weyerhaeuser. 

Okay,  the  dangers  are  real  that  you'll  end  up  with  a  Hunt- 
ngton  Hartford.  Heedlessly  grant  your  child's  every  whim 
ind  that's  what  you  may  get.  The  pitfalls — and  opportuni- 
ies — of  growing  up  amid  money  are  magnified,  presenting 
ich  parents  with  special  challenges. 

Busy  wealthy  parents  might  leave  the  job  to  servants.  Bad 
dea.  The  origins  of  character  remain  a  mystery,  yet  no  one 
lenies  that  hands-on  parenting  is  a  major  influence.  The  key 
:o  raising  kids,  rich  or  not,  is  wise  parental  involvement. 

"Parents  are  not  powerless,"  insists  psychologist  Ellen 
SCenner,  who  has  a  nationally  syndicated  radio  talk  show. 
>he  should  know,  as  the  mother  of  two  hard-working  rich 


eel  guTlty7  Not  when 
you're  a  producer. 

MICHELLE  HARP,  30 


kids  of  her  own:  Naomi,  majoring  in  neuroscience  and  the- 
atre at  Brown;  and  Ryan,  a  Clarkson  physics  student. 

What  can  rich  parents  do  to  keep  their  sons  and  daugh- 
ters on  the  right  path?  Talk  to  the  wealthy  Moms  and  Dads 
and  their  successful  young  folk,  and  some  answers  emerge: 

Teach  self-sufficiency.  The  children  must  grow  up  know- 
ing that  they  should,  can  and  will  someday  earn  a  living. 

Matthew  Zell,  34,  is  the  son  of  Chicago  real  estate  mogul 
Samuel  Zell  ($1.8  billion.)  "It  was  always  expected  of  me  that 
I  would  work,"  says  Matt,  who  majored  in  aeronautical  and 
astronautical  engineering  at  the  University  of  Illinois  because 
he  wanted  to  be  a  rocket  scientist. 

When  he  graduated  in  1988  the  job  market  was  cold,  so 
Matt  worked  15  months  at  a  computer  service  firm  before 
starting  his  own  Prometheus  Technologies  with  $5,000  saved 
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from  Chanukah  presents.  "I  love  my  work,"  says  Matt. 

Bill  Gates  grew  up  in  a  prosperous  Seattle  lawyer's 
home,  where  he  learned  what  it  took.  "A  sense  of  pride 
and  ambition  is  a  factor  here,"  says  his  father,  William  Sr. 
The  elder  Gates  urged  his  children  to  work.  So  Bill  and  his 
prep  school  chums  landed  a  $20,000  contract  to  write  soft- 
ware for  a  machine  that  measured  local  traffic  flow.  Later, 
school  officials  hired  them  to  help  schedule  classes.  They 
also  wrote  a  payroll  system  for  a  business.  "He  was  paid  to 
do  that,"  notes  his  father  with  pride. 

No  matter  how  rich  you  are,  your  child  needs  to  know  that 
he  can  earn  his  own  keep,  explains  University  of  Maryland  pro- 
fessor Edwin  A.  Locke,  author  of  The  Prime  Movers:  Traits  of  The 
Great  Wealth  Creators.  "If  you  subordinate  that  to  other  things, 
then  you  don't  love  your  child." 

No  guilt  trips.  Think  it's  important  to  teach  your  son  how 
lucky  he  is  and  that  he  has  a  duty  to 
help  those  less  fortunate?  Many  experts 
will  tell  you  so.  But  why  burden  a  child 
with  providing  for  others  when  he 
can't  even  provide  for  himself?  All 
you'll  get  out  of  that  mind  game  is  a 
guilt-ridden  mess.  "They're  sent  out 
with  clipped  wings,"  sighs  psychologist 
Kenner. 

Michelle  Harp,  30,  admits  that  she 
used  to  feel  guilty  about  her  cushy 
childhood.  She  grew  up  in  a  posh  San 
Francisco  suburb,  the  daughter  of 
angel  investor  Lore  Harp  and  step- 
daughter of  International  Data  Group 
founder  Patrick  J.  McGovern  ($1.8  bil- 
lion). Michelle's  outlook  changed  after 
she  graduated  from  Smith  College  and 
went  to  work  creating  and  marketing  a 
board  game  for  the  horsey  set.  Later 
Michelle  joined  Web  TV,  picking  up  a 
pile  of  stock  options  shortly  before 
Microsoft  bought  the  company. 

"It  was  very  important  for  me  to 
earn  anything  I  had  by  myself,"  says 
Michelle,  now  pursuing  an  M.B.A.  in 
e-business  at  Massachusetts  Institute 
of  Technology.  She's  paying  for  it  her- 
self with  options  proceeds. 

Instill  an  achievement  ethic.  Of 
course,  if  working  were  simply  a  matter 
of  duty,  the  kids  wouldn't  want  to  do  it. 
Well-motivated  rich  kids  view  it  instead 
as  vital  to  happiness.  And  that  often 
stems  from  smart  pan  i  p  an 
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Mary,  gave  him  a  quarter  for  every  "A"  on  his  report  card. 

Photo  lab  founder  Rex  Jobe  and  his  lawyer  wife,  Sharon, 
mark  their  children's  achievements,  like  making  the  honor  roll 
or  getting  into  college,  with  a  party  or  special  family  dinner. 

When  parents  accomplish  something  and  splurge  to  re- 
ward themselves,  it  can  be  a  powerful  positive  example  to  the 
kids.  Last  year  Jobe  and  his  partner,  Eastman  Kodak,  sold 
Image  Bank  to  Getty  Images  for  $183  million.  With  his  10% 
he  bought  himself  a  Porsche,  pointing  out  to  daughter,  Lau- 
ren, and  son,  Reagan,  now  17,  the  cause-and-effect  between 
hard  work  and  its  fruits.  "They've  seen  what  the  goodies  are 
and  they  know  how  to  get  them,"  notes  Harvey  Rosen,  a 
Princeton  University  economist  who  studies  the  effects  of 
wealth. 

Take  the  kids  to  work.  Then  they  see  what  the  real  world  is 
all  about.  They  see  how  much  fun  it  can  be  when  people 


Selling  and  soaring,  thanks 

to  Mom  and  Dad. 

NICOLE  PIASECKI,  37 


/ork  together  and  accomplish  something. 

Nicole  Piasecki's  father,  Frank,  now  80  and  still  working, 
/as  the  first  Navy  helicopter  contractor.  A  zealot,  he  worked 
ix  days  a  week  and  had  his  seven  kids  work  in  his  office  from 
Dddlerhood,  doing  small  chores  like  photocopying.  He  later 
Dok  Nicole  along  on  sales  meetings,  which  she  loved.  "We 
ounded  the  halls  of  congressmen  and  senators,"  she  recalls, 
lealizing  how  her  extraordinary  heritage  has  helped  her, 
Jicole  hopes  to  recreate  the  same  experience  for  her  own 
on,  now  4  months  old.  She  recendy  took  the  baby  along  for 
day  of  sailing  with  Boeing  customers. 

Doot  overregulate  Setting  rules  and  establishing  goals  for 
hildren  are  fine.  Playing  Big  Brother  isn't. 


Witness  the  pathetic  sight  of  Howard  Buffett,  45,  until 
1992  farming  400  acres  he  rented  from  his  father,  Warren 
($31  billion).  The  monthly  rent  depended  on  how  much 
Howard  weighed.  Not  only  is  that  cruel,  it  simply  doesn't 
work,  as  the  elder  Buffett  learned  in  1985,  when  he  bribed  his 
daughter  Susan  with  a  30-day  shopping  spree  provided  she 
maintain  her  weight  for  a  year. 

Naturally  Buffett  allowed  an  out  should  Susan  become 
pregnant  Sure  enough,  one  year  later  she  was.  At  46  Susan  is 
no  more  independent  than  Howard;  she  married  a  man  who 
works  for  Dad's  foundation;  they  are  now  divorced. 

let  your  child  follow  his  own  dreams.  Says  Matt  Zell:  "I'm 
not  interested  in  working  hard  to  make  someone  else's 
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dream  come  true."  Father  Sam,  no  shrinking  violet,  under- 
stood that.  "What  he  said  was  he  would  support  anything  I 
wanted  to  do,"  recalls  Matt.  "He  just  wanted  me  to  give  my 
best  effort."  It  worked. 

Encourage  experimentation.  While  at  Stanford  University 
Jane  Lauder  spent  a  summer  building  roads  in  Greece.  As  a 
teen,  Nicole  Piasecki  started  a  day  camp  at  home.  Patrick  Mc- 
Govern  Jr.  let  his  son  Patrick  III  fend  for  himself  at  an  early 
age.  "His  style  is  basically  to  cheer  you  on,  and  you  make 
your  own  success,"  says  young  Patrick,  34. 

In  second  grade  he  saved  his  quarter-a-week  allowance  to 
buy  cartons  of  Wacky  Packy,  funny  cards  with  stickers.  He 
then  sold  the  cards  to  classmates  at  a  quarter  each,  a  nice 
markup.  By  fourth  grade  Patrick  was  baking  extra-rich  Betty 
Crocker  chocolate  cakes  and  selling  them  by  the  slice. 

Never  coddle.  While  some  rich  parents  bail  their  children 


out  of  every  jam,  the  families  of  hardworking  kids  don't.  Mc- 
Govern  faced  that  choice  when  Patrick  was  16.  Dad  bought 
the  boy  a  moped  in  exchange  for  a  summer  stint  in  his  office. 
But  the  moped  was  stolen  the  first  day.  Let  the  boy  off  the  hook? 
No  way.  McGovern  had  him  pedal  a  bike  20  miles  each  way  to 
work  all  summer.  "I  was  in  darned  good  shape,"  recalls  Patrick. 

Give  useful  gifts.  A  steady  diet  of  lavish  presents — sports 
cars,  clothes  and  beauty  treatments — could  indeed  inculcate 
a  sense  of  helplessness  and  a  slavish  devotion  to  status  sym- 
bols. But  a  well-placed,  useful  gift  can  open  doors,  not  to 
mention  demonstrate  your  trust  in  your  child. 

In  the  1970s  McGovern  surprised  his  10-year-old  son 
with  a  Commodore  Pet  computer,  then  a  rare  and  exotic 
gizmo.  "It  was  something  very  special,"  says  Patrick.  That  gift 
was  key  to  Patrick's  future.  By  16  he  was  working  in  Dad's 
office,  preparing  spreadsheets  and  building  an  online  service. 


FIRST-CLASS  FOLLIES 


FOR  $17500  A  NIGHT,  DEEP- 
pocketed  parents  rent 
Manhattan's  fantasy  toy- 
land  FAO  Schwarz  to  host  the 
ultimate  slumber  party.  Their 
child  and  14  friends  go  on 
scavenger  hunts,  play  video- 
games and  watch  movies  on 
the  store's  5-foot  screen.  As  a 
birthday  present,  discerning 
kids  can  ask  for  the  miniature 
gas-powered  Range  Rover,  with  leather 
upholstery,  a  5hp  engine  and  AM-FM 
radio— a  steal  at  $18,500. 

Wretched  excess?  Not  to  the  parents 
looking  to  celebrate  their  kids'  birthdays  at 
FAO;  they're  stuck  on  waiting  lists.  Thanks 
to  an  ever-growing  mass  affluent  class,  ex- 
travagances like  these  are  commonplace. 

Not  long  after  Jennifer  Gates  took  her 
first  steps,  the  carrot-topped  toddler 
learned  how  to  operate  the  sophisticated 
security  and  entertainment  system  in- 
stalled in  the  $53  million  mansion  built  by 
her  parents,  Bill  and  Melinda  Gates.  Jen- 
nifer can  request  music  in  nearly  all  of  the 
home's  45  rooms  by  pressing  a  touch-sen- 
sitive pad.  When  she  gets  bored,  she  can 
wade  in  an  indoor  pool  where  music  is 
piped-in  underwater. 

The  four  young  offspring  of  Limited 
Chairman  Leslie  Wexner  are  growing  up 
with   equally   fancy  fixtures   in   their 
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65,000-square-foot  home  outside  Colum- 
bus, Ohio.  When  the  Wexners  finish  sup- 
per, the  dining  room  table  descends  into  a 
subterranean  kitchen  where  the  staff 
clears  the  plates.  The  kids  summer  in  the 
Mediterranean  aboard  The  Limitless,  their 
dad's  312-foot  yacht. 

As  an  eighth-grade  graduation  gift,  Or- 
acle founder  Larry  J.  Ellison  gave  his  son  a 
purple  acrobatic  airplane.  Ellison  owns  a 
Marchetti  Italian  jet  fighter,  so  father  and 
son  can  now  engage  in  mock  dogfights  off 
the  California  coast. 

Will  conspicuous  consumption  warp 
these  billionaires'  children?  The  parents 
don't  think  so.  At  any  rate,  there's  no  get- 
ting around  the  fact  that  life  is  not  normal 
for  the  children  in  extremely  wealthy  fami- 
lies. Wexner's  children  have  their  own 
bodyguards  and  nannies  that  accompany 
them  wherever  they  go.  Makeup  magnate 
Ronald  Perelman  employs  armed  guards  to 


protect  his  5-year-old  daughter,  Caleigh 
around  the  clock.  Even  Michael  Dell,  whc 
tries  as  hard  as  any  Forbes  400  member  tc 
be  a  suburban  soccer  dad,  mans  his  house 
with  a  private  security  team. 

Can  private  jets,  Bond-like  gadgetr\ 
and  homes  comparable  to  Versailles  have ; 
spoiling  effect  on  some  children?  "Afflu 
ence  has  its  rewards,  but  it  also  creates 
unique  child-rearing  problems  for  parent: 
that  require  special  skills,''  says  Beverly 
Hills  family  therapist  Lee  Hausner. 

Hausner's  advice:  Be  aware  of  the  po- 
tentially dark  side  of  your  financial  success 
and  make  a  strong  commitment  to  teach 
your  children  about  money  and  itj 
management. 

You  might  stop  short  of  the  $I8,50C 
go-cart,  even  if  you  can  afford  it.  But  don' 
pretend  your  family  is  just  an  ordinary  mid 
die-class  one.  Your  kid  is  not  going  to  fal 
for  that. 


GETTING  AN 


E-RETAILER  primed  for  peak  SALES  TRAFFIC 


SEEMED  THE   HEIGHT  OF   WISHFUL     THINKING 


BUT 


OPEN  MINDS 


MADE  IT 

CLICK. 

Multiple  Zones  International  faced  a 
massive  challenge.  Their  100,000- 
computer  products  site  had  to  achieve 
new  heights  of  customer  service, 
capacity-  and  security  to  capture  vital 
sales.  And  with  just  76  days  to  go,  the 
clock  was  ticking. 

With  razor-sharp  planning,  precision 
execution  and  unmatched  client 
collaboration,  CSC  lit  up  the  dynamic  site 
in  time  for  peak  sales  season.  Customers 
poured  in.  Orders  shot  up.  And  Web 
sales  increased  over  60%.  Today,  CSC 
continues  to  work  closely  with  Multiple 
Zones  International  to  sustain  success. 

CSC  applies  e-business  innovation, 
enterprise  best  practices  and  Internet 
technologies  to  speed  companies  from 
clicks  to  commerce.  In  700  locations 
worldwide,  our  57,000  quick  minds  are 
ready  to  make  business  click  right  into 
place  for  your  company. 

www.csc.com/econsult 


THIS  IS  NO  TIME  FOR  CONVENTIONAL  THINKING 


bo  young  to  drive,  olc 
enough  for  college. 

FRANCISCO  LEPORT,  14,  AND  DAD,  PETER 


After  toiling  at  two  software  shops,  Patrick  majored  in  com- 
puter science  in  college.  He  worked  for  Apple  and  later 
launched  two  Web  sites.  Today  Patrick's  running  a  Web  site 
for  VA  Linux  Systems  in  Sunnyvale,  Calif. 

Push  education.  Rich  parents  can  afford  the  best  school- 
ing. It  doesn't  stop  there,  though.  That's  why  Newport  Beach, 
Calif,  surgeon   Peter  LePort 


a  lot  of  it  around  and  likely  always  will  be,  kids  should  kno1 
how  to  deal  with  the  stuff.  Sort  of  like  growing  up  on  a  bo; 
and  knowing  how  to  swim. 

Many  people  recommend  keeping  the  kids  in  the  dar 
about  their  inheritances.  Not  the  Jobes:  "Both  kids  kno1 
they've  got  a  trust  fund,"  says  Rex,  who  has  prepared  his  chi 
dren  by  encouraging  them  to  play  the  market.  When  Laure 
turned  16,  her  folks  gave  her  $4,000  to  invest.  They  intrc 
duced  her  to  a  trusted  adviser,  but  left  decisions  to  Laured 
"She  has  a  stock  portfolio  that  most  adults  would  die  forj 
laughs  Rex. 

Paul  Gardner,  a  well-to-do  Washington,  D.C.  lawy< 
taught  his  two  sons  about  investing,  preparing  David 
Thomas  for  the  day  when  they'd  turn  18  and  get  control 


started  taking  Francisco,  14,  

and  Aurora,  ,3  on  European      MIXING  MONEY  AND   KIDS 

holidays  when  they  were  small. 


At  age  5  Francisco  coveted  a 
Geochron,  a  wall  clock  and 
map  that  shows  times  and  the 
sun's  location  worldwide.  Dr. 
LePort  hesitated  to  spring  for 
the  $2,000  instrument,  but  he 
did,  giving  Francisco  a  tool  for 
understanding  astronomy,  ge- 
ography and  climates.  The 
bright  lad  already  was  reading 
about  these  things  and  encoun- 
tering them  on  his  travels. 

"I  think  it's  perfectly  possi- 
ble to  provide  him  with  luxu- 
ries and  still  instill  in  him  a 
drive  to  be  productive,"  opines 
Lisa  VanDamme,  the  tutor  the 
LePorts  hired  to  educate  their 
children  at  home  once  day 
schools  proved  inadequate.  By 
age  12  her  little  pupil  Francisco 
was  ready  for  college.  Today, 
when  his  peers  are  starting  high 
school,  Francisco's  a  freshman 
at  the  University  of  California 
at  Irvine,  hoping  for  a  can 
ist. 

Teach  about  money.  1 


Though  these  tips  make  sense  for  all  kids, 
they're  key  to  producing  a  solid,  responsible 
adult  unspoiled  by  the  advantages  of  wealth. 
L  Let  them  experience  reality. 
They  need  to  learn  by  trial  and  error  that 
when  you  drop  things  they  fall.  Above  all, 
don't  bail  them  out  when  they  screw  up.  "Peo- 
ple who  do  that  don't  in  fact  love  their  child," 
says  author  Edwin  A.  Locke. 

2.  Show  them  what  you  value. 

"Tell  your  children  stories  about  heroes," 
urges  child  psychologist  Kenneth  Condrell  in 
his  book  Wimpy  Parents.  They  get  the  mes- 
sage without  preaching. 

3.  Encourage  them  to  think. 

"Solicit  the  child's  opinions,"  suggests  Mary- 
land child  psychologist  and  newsletter  writer 
Michael  Hurd.  "If  builds  self-esteem." 

4.  Express  delight  when  your  child  does 
something  well. 

"In  a  warm,  genuine  way,"  insists  Rhode  Is- 
land psychologist  and  radio  show  host  Ellen 
Kenner,  "not  out  of  duty."  She  recalls  her  son 
Ryan's  joy  at  age  16,  helping  granddad  use 
coitmj  'i  software  to  tinker  with  designs  for 
an  a.  his  house.  "Help  the  child  build 

a  sense-  ol  'I  cai 


5.  Let  the  children  earn  money. 

"If  you  didn't  earn  it,  it  doesn't  have  the  same 
value,"  notes  Locke,  pointing  out  that  school- 
boy Warren  Buffett  sold  lost  golf  balls  and  in- 
stalled pinball  machines. 

6.  Let  the  child  enjoy  the  fruits. 

Respect  the  kid's  property,  whether  it's 
earned  or  a  gift.  Most  parents  insist  their  kids 
share  with  other  children.  That  only  dampens 
initiative. 

7.  Let  the  child  handle  money. 

Kenner's  father  asked  her  to  write  a  clothing 
budget,  then  let  her  spend  the  money.  Not 
enough  left  for  a  new  coat?  Wait  until 
next  year. 

8.  Make  your  children  help  pay  for  the  big 
things  they  want,  like  college,  travel  or  cars. 
That  means  a  part-time  or  summer  job. 

9.  Once  they  finish  school,  let  them  support 
themselves. 

Gifts  are  fine,  but  not  so  big  that  they  permit 
the  child  to  forgo  working  full  time. 

10.  Tell  them  not  to  expect  an  inheritance 
until  they're  old  and  gray. 

You  can  always  chip  in  if  you  like,  but  they 
shouldn't  be  counting  on  it  to  get  by. 

-B.McM. 
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Charles  Schwab 
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^    HOW  TO  GET 


JgbKAM 

I  HAPPY 


Vbu  can  always  tell  the  investor  who's  had  a  Schwab  Portfolio  Consultation. 


A  Schwab  Portfolio  Consultation"  can  help  you  feel  smarter,  more 
informed,  more  in  control.  How  does  it  work? 

First,  you  meet  with  a  Schwab  Investment  Specialist  to  review  your 
financial  goals  and  determine  what  kind  of 
investor  you  are. 

Next,  we  evaluate  your  investments— whether 
they  are  held  at  Schwab  or  another  financial  insti- 
tution—and compare  them  to  historical  perfor- 
mance and  industry  benchmarks  to  demonstrate 
how  your  portfolio  is  performing. 

At  a  second  meeting,  the  Investment  Specialist  gives  you  an  in-depth 
written  assessment  of  your  portfolio. 

Together,  you  review  performance,  allocation,  and  your  diversification 


Current  Allocation     Target  Allocation 


We'll  provide  side  by  side  charts 

that  make  it  easy  to  see  which  asset  classes 

are  in  and  out  of  balance. 


among  sectors.  Your  Investment  Specialist— who  is  salaried  and  not  on 
commission— will  recommend  specific  investments,  if  appropriate,  and 
guide  you  through  new  investment  or  rebalancing  decisions  to  help  you 
better  meet  your  financial  goals.  Consultations  are  a 
fee-based  service  that  begin  at  $400. 

Additionally,  if  the  findings  of  your  consultation 
suggest  that  you  may  benefit  from  ongoing  cus- 
tomized portfolio  management  through  Schwab's 
AdvisorSource'""  program,  we  can  introduce  you  to 
independent,  fee-based  investment  advisors  who  offer  in-depth 
professional  guidance. 
Soon,  you  could  be  the  kind  of  investor  who  stands  out  from  the  crowd. 
Charles  Schwab.  Creating  a  world  of  smarter  investors." 


To  schedule  your  Schwab  Portfolio  Consultation,"  call  1-800-790-3802. 
Or  visit  our  website  at  www,  schwab.com/portfolioanswers. 

'A  Schwab  brokerage  account  is  required.  Any  investment  advice  ottered  through  Portfolio  Consultation  is  solely  incidental  to  Schwabs  brokerage  services  for  your  account.  Your  account  will  be  a  brokerage  account  and  not  an  investment  advisory  account 
"Advisors  pay  a  fee  to  participate  in  Schwabs  AdvisorSource" program  investors  must  have  $100,000  or  more  in  mvestable  assets  to  qualify  for  an  AdvisorSource  referral.  ©  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (0500-5643) 


Investment 


their  own  money.  "You're  defi- 
nitely trying  to  win  and  you're 
also  trying  to  have  fun,"  is  the 
way  David  understood  Paul's 
message. 

Dad  needed  some  patience. 
Dave  blew  part  of  the  money  on 
a  red  Porsche  and  lived  largely  on 
his  portfolio  income  for  five  years 
after  college.  Pressed  to  pay  tu- 
ition in  1988,  Tom  didn't  follow 
the  old  man's  advice  on  Pills- 
bury:  that  it  would  soon  be  ac- 
quired. Tom  unloaded  his  posi- 
tion and  the  next  week  Britain's 
Grand  Metropolitan  announced 
a  takeover  bid  pumping  up  Pills- 
bury's  share  price  by  50%. 

Things  turned  out  for  the 
best.  Dave,  now  34,  and  Tom,  32, 
went  on  to  found  Modey  Fool,  the  cheeky  online  forum  for 
investors. 

It's  never  too  early  to  start  financial  tutelage.  Charles  S. 
Valvano,  founder  of  a  New  Jersey  bank,  taught  his  only  son 
how  to  manage  his  college  fund — when  the  boy  was  8.  A 
good  thing.  Dad  died  in  1983,  when  Charles  Valvano  was  just 
15.  "He  gave  me  a  bunch  of  little  rules  and  laws,"  says  the 
son,  who  then  managed  the  family  finances  himself.  Valvano, 
32,  worked  as  a  Pitney  Bowes  salesman,  got  an  M.B.A.  from 
Southern  Methodist  University  and  now  runs  the  family 
money  full  time. 
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investing  at 
Dad's  knee. 

THE  GARDNER 
BROTHERS:  DAVE,  34, 
AND  TOM,  32 

Don't  let  them  sit  around  waiting  for  handouts.  If  you  rais< 
kids  right,  they  won't  want  to.  They  will  be  too  busy  making 
their  own  way  in  the  world,  whether  they  get  their  legacies  a 
18  or  65. 

VA  Linux  Web  guy  Patrick  McGovern,  for  one,  would  like 
to  buy  a  house,  but  they  average  $2  million  in  Atherton,  Calif 
So  he  rents  a  $l,250-a-month  cottage  on  the  estate  of  a  mar 
who  is  said  to  have  won  $17  million  in  a  lottery.  Take  help 
from  Dad?  Not  a  chance,  says  young  McGovern,  "I'd  like  tc 
do  it  myself."  When  his  VA  Linux  stock  options  begin  to  ma 
ture  this  summer,  he  may  be  able  to. 


ADVICE  FOR  THE  AFFLUENT  PARENT 


BOOKS 

How  to  Talk  So  Kids  Will  Listen  &  Listen  So 
Kids  Will  Talk,  by  Adele  Farber  and  Elaine 
Mazlish  (Avon,  1999). 
Wimpy  Parents:  From  Toddler  to  Teen— 
How  Not  to  Raise  a  Brat,  by  Kenneth  Con- 
drell,  Ph.D.  (Warner  Books,  1998). 
The  Prime  Movers:  Traits  of  the  Great 
Wealth  Creators,  by  Edwin  A.  Locke,  Ph.D. 
(American    Management    Association, 
2000)  212-586-8100  or  www.amanet.org. 
Children  of  Paradise:  Successful  Parenting 
for  Prosperous  Families,  by  Lee  Hausner, 
Ph.D.  (Jeremy  P.  Tarcher,  1990). 
101  Ways  to  Give  Children  Business 
Cents  at  Home,  Work  and  Play,  by  Dr. 
Cindy     lannarelli     (Business     Cents 
Resources,     Bridgeville,     Pa.     1998) 


800-67-CINDY  or  www.drcindy.com. 

GROUPS 

Heirs  Inc.,  a  Villanova,  Pa.  forum  for  trust 
and  estate  beneficiaries  (610-527-6260). 
Philanthropy  Roundtable,  a  forum  for 
donors  (202-822-8333  or  www.philan- 
thropyroundtable.org). 
More  than  Money,  a  network  for  inheri- 
tors (www.morethanmoney.org  or 
800-255-4903). 

RADIO,  NEWSLETTERS  &  OTHER 

"Childhood  as  It  Should  Have  Been,  and 
Ought  to  Be,"  July  3-8;  10-14,  Second  Re- 
naissance Conference,  Omni  Richmond 
Hotel  in  Richmond,  Va.  (203-791-1755  or 
www.nationweb.com/src).  Taught  by  clin- 


ical psychologist  Ellen  Kenner,  host  of  Thi 
Rational  Basis  of  Happiness ,  a  radio  show 
broadcast  Saturdays  at  noon  Eastern  Time 
on  Providence,  R.l.'s  WHJJ  920  AM,  or 
seven  other  stations  coast-to-coast  anc 
at  www.drkenner.com. 
"Active  Parenting:  The  Key  to  Success,"  Liv 
ing  Resources  Newsletter,  published  b} 
Maryland  clinical  psychologist  Michael  Hurc 
(www.drhurd.com  or  301-654-3939).  Alsc 
Hurd  on  the  Radio,  Monday  at  2  p.m.  East 
ern  Time  on  WALE  990  AM  in  Providence 
R.I.  and  II  a.m.  Mountain  Time  on  KFNX  HOC 
AM  in  Phoenix  (877-433-5369). 
Titan,  a  free  online  interactive  business 
simulation  game  with  prizes  for  teens  14  tc 
18.  Developed  by  Lycos  and  Junio 
Achievement  (www.jatitan.lycos.com). 
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They're  out  there.  Every  day.  Intelligent,  high  net  worth  individuals  who  are  shut  out 
of  investing  in  pre-public  companies.  If  you're  one  of  them,  we  can  help.  We're 
OffRoad  Capital,  find  we  give  excluded  millionaires  the  investment  access  they  deserve. 


Call  1-800-258-4088  or  go  OffRoad  at  offroadcapital.com. 


OFFROAEF 


Equal  Access  For  The  Everyday   Millionaire 
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Investment  Guide 


Taxes 


TAX-SMART 
INVESTING 

Overhaul  your  portfolio  and  rethink  everything  you  do  to  lower  taxes  on 
your  savings.  The  tax  laws  have  changed,  and  the  techniques  of  tax 
avoidance  have  changed  even  more. 


By  Janet  Novack 

IN  APRIL,  EVEN  AS  THE  STOCK  MARKET  TUMBLED,  DAVID 
Gillespie  had  to  cough  up  federal  and  state  taxes  on 
$65,000  in  1999  capital  gain  distributions  from  Fidelity 
Destiny  I  fund.  He  hadn't  sold  shares,  but — like  other 
holders — owed  tax  on  gains  that  Destiny's  manager  real- 
ized last  year.  "If  I'd  owned  stocks,  it  wouldn't  have  hap- 
pened, because  I'm  a  buy-and-hold  investor,"  he  complains. 

He  was  even  more  shocked  when  he  turned  to  a  calcula- 
tor on  www.personalfund.com,  which  treats  taxes  as  an  ex- 
pense akin  to  a  fund's  portfolio  management  and  overhead 
fees.  For  the  365  days  through  Apr.  14,  Destiny  had  cost 
Gillespie  (not  counting  its  initial  stiff  load)  4.7%  of  assets, 
most  of  that  in  the  form  of  taxes.  This  cost  figured  heavily  in 
his  one-year  aftertax  loss  of  10.4%.  In  an  S&P  500  index  fund 
he'd  have  made  2%. 

"It  was  a  real  eye-opener,"  says  Gillespie,  a  61 -year-old 
social  work  professor  at  Washing- 
ton University  in  St.  Louis.  Gillespie 
could  end  a  lot  of  his  grief  about 
taxes  by  switching  from  Destiny 
into  a  tax-efficient  index  fund.  But 
he's  going  to  go  one  better — switch 
into  individual  stocks.  That  will  en- 
able him  not  only  to  defer  taxes  on 

winners  indefinitely,  by  holding  on,  but  also  to  get  some      (see  box,  page  298).  They  paid  billions  more  on  short-terr 
tax  benefit  out  of  losers,  by  selling  them  quickly.  gains  distributed  as  "dividends,"  taxable  at  ordinary  rates  uj 

What  Gillespie,  along  with  countless  other  investors,  got     to  40.8%  (including  the  effect  of  a  deduction  give-back). 


recognize  gains  and  losses  so  as  to  maximize  net  returns. 

If  you  haven't  been  burned  by  a  big  tax  bill,  this  ma] 
not  sound  exciting.  That's  why  at  parties,  Scott  Wiltamuth 
a  31 -year-old  Microsoft  software  designer,  still  talks  abou 
the  Cisco  stock  he  bought  at  a  split-adjusted  $6.  Yet  afte 
delving  into  the  issue,  the  Stanford  graduate  is  convince< 
he  can  do  more  to  build  his  wealth  by  managing  taxes  anc 
fees  than  by  picking  an  occasional  hot  stock  or  timing  th< 
market.  "It's  not  the  kind  of  thing  you  casually  talk  about 
But  taxes  compound  like  fees  do.  The  math  is  fairly  shock 
ing,"  he  says. 

Despite  the  rapid  growth  of  40l(k)s  and  IRAs,  affluen 
American  families  still  hold  more  than  twice  as  much  in  in 
vestment  assets  outside  retirement  accounts  as  inside.  Ir 
these  traditional  accounts,  taxes  are  the  biggest  and  mos 
controllable  drag  on  returns.  Last  year,  taxpayers  anted  uj 
$125  billion  in  capital  gains  taxes,  triple  the  amount  in  199' 


"Lots  of  taxes  are  paid 
because  mutual  fund 
managers  ignore  taxes. 
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in  April  was  a  crash  course  in  tax-sawy  investing.  You  know 
the  basics:  Hold  onto  winning  stocks  for  at  least  a  year  to  take 
advantage  of  the  20%  long-term  gains  rate;  avoid  variable 
annuities  that  hold  growth  stocks,  since  that  just  converts 
capital  gains  into  ordinary  income;  choose  tax-exempt  muni 
bonds  over  corporate  bonds  if  you  are  in  a  high  bracket. 

Now  it's  time  for  an  advanced  course.  Tax-sawy  investing 
is  managing  where  and  how  you  hold  your  investments — 
whether  in  a  taxable  or  a  tax-deferred  account,  direcdy  or 
through  mutual  funds — and  controlling  how  and  when  you 
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good  chunk  of  those  taxes  could  have  been  delayed,  reducec 
or  avoided  if  investors — and  fund  managers — had  paid  mor 
attention. 

For  example,  a  KPMG  study  found  that  in  the  decade  ende< 
in  1998,  distributions  from  the  median  U.S.  stock  fund  cost 
top-bracket  taxpayer  a  sixth  of  his  return,  or  2.6%  percent  o 
assets  a  year.  Including  state  and  local  taxes,  the  figure  coul< 
easily  hit  3%  a  year,  twice  what  fees  typically  gobble  up.  Fo 
cused  on  gross  returns — since  those  determine  the  rankings  ii 
fund  rating  systems — equity  portfolio  managers  cavalierl- 
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Driving  up 
returns: 
Mel  Lindauer 
with  sons, 
Gary  (front) 
and  Larry. 


turn  over  their  portfolios  at  a  rate  of  90%  a  year,  often  foisting 
tax  bills  on  their  customers. 

"Lots  of  taxes  are  paid  because  mutual  fund  managers  ig- 
nore taxes,"  fumes  Vanguard  founder  John  C.  Bogle.  "But  in- 
vestors can't  afford  to:  They  have  to  pay.  It's  inexcusable."  He 
popularized  low-cost  index  funds  and  is  now  on  another  cru- 
sade: tax  efficiency. 

Says  Bogle:  "One  of  these  years — maybe  this  one — 
fund  investors  will  find  they've  lost  10%  or  25%  in  a  year 
from  a  down  market  and  they'll  have  to  pay  big  gains  taxes, 
and  they  are  going  to  say,  'How  can  I  be  paying  taxes  when 
I  have  losses?'  That  will  be  the  spark  that  lights  a  big  blaze." 

The  good  news  is  that  it  has  recently  become  far  easier 
for  the  average  investor  to  tackle  this  issue  and  win. 
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Since  1997  the  number  of  self-proclaimed  "tax- man- 
aged" funds  has  tripled,  and  Congress  and  the  Securities  & 
Exchange  Commission  are  both  moving  to  require  all  mu- 
tual funds  to  disclose  their  aftertax  returns,  as  Vanguard, 
Schwab  and  Fidelity  are  already  doing  {see  box,  page  292).  In 
addition,  "consultant  wrap  accounts"  that  offer  the  benefits 
of  both  professional  stock-picking  and  better  tax  manage- 
ment are  now  spreading  and  becoming  cost-competitive  (see 
box,  p.  288  ). 

Technology  is  also  making  it  easier  to  manage  a  diver- 
sified portfolio  efficiently  yourself.  A  former  SEC  commis- 
sioner has  even  launched  a  new  on-line  investment  hybrid 
he  calls  "folios";  for  a  set  fee,  investors  buy  a  diversified 
package  of  stocks,  which  they  can  also  sell  individually,  for 


I 


"Taxes  are  just  as  controllable  as 
investment  fees." 


maximum  tax  and  investing  advantage,  (see  box, 
p.  286.) 

So  what  steps  can  you  take  to  boost  your 
portfolio's  tax  efficiency? 
Step  I 

Get  in  the  habit  of  thinking  of  your  taxable 
accounts  and  your  tax-deferred  accounts — 
IRAs,  401  (k)s  and  Keoghs — as  one  big  pot  of 
funds.  If  you  want  to  rebalance  your  portfolio 
between  stocks  and  bonds,  or  chase  a  hot-sec- 
tor mutual  fund,  try  to  do  it  within  your  tax- 
deferred  accounts,  so  you  don't  have  to  pay  a 
[    tax  toll. 

This  is  what  Mel  J.  Lindauer,  61,  of  Walling- 
ford,  Pa.  does.  Two  years  ago  he  sold  his 
graphic-arts  business  to  his  two  sons  and  now 
spends  his  time  golfing,  traveling  and  minding 
his  investments.  Feeling  the  market  is  frothy, 
Lindauer  has  been  switching  to  cash  and 
bonds.  "I  use  my  IRA  to  take  profits  off  the 
table,"  says  Lindauer.  "When  I've  got  $200,000 
in  gains,  I  take  $100,000."  That  way  he  can 
sleep  nights,  without  paying  the  $20,000  in 
gains  taxes  that  would  also  keep  him  awake. 

Yes,  this  contradicts  those  who  preach  that 
retirement  accounts  should  be  allocated  with  a 
30-year  horizon  and  left  alone.  "People  think, 
'The  401(k) — that's  my  retirement  money,  I 
can't  touch  it.'  But  you  have  one  pool  of  assets 
to  fund  all  your  life's  events,"  says  Vanguard's 
Joel  Dickson,  who  earned  his  Stanford  doctor- 
ate with  a  dissertation  on  the  effect  of  taxes  on 
mutual  fund  investors. 

In  taxable  accounts,  Uncle  Sam  rewards 
patience  and  a  steady  hand.  If  you  hold  stocks 
directly — or  invest  in  a  tax-managed  fund — you  aren't 
taxed  on  long-term  gains  until  they're  realized  and 
then  only  at  a  top  federal  rate  of  20%.  (The  rate  drops 
to  18%  for  investments  bought  beginning  next  year 
and  held  for  five  years.)  Hold  a  stock  or  fund  until 
death,  and  your  heirs  get  a  handy  step-up  in  cost  basis  to 
the  asset's  value  at  that  point.  (There  still  may  be  estate 
taxes.) 

Now  contrast  that  with  what  happens  in  your  40l(k) 
and  IRA.  No  matter  how  much  you  buy,  sell  or  churn,  re- 
turns aren't  taxed  until  you  withdraw  them,  though  at 
that  point  you  pay  at  full  ordinary  rates  up  to  40.8%.  But 
the  deferral  isn't  forever;  you  must  begin  withdrawing, 
or  convert  to  a  Roth  IRA,  once  you  turn  70V2. 


Step  2 

Decide  what  to  put  in  your  total  investment  pot,  regard- 
less of  taxes.  What  allocation  of  stocks  and  bonds  do  you 
want,  and  what  among  international,  big  cap  and  small  cap 
stocks?  Do  you  believe  in  managed  funds  and  stock-picking, 
or  are  you  an  indexer  who  thinks  it  folly  to  try  to  beat  the 
S&P,  or  somewhere  between? 

Tax-efficiency  purists  like  Nancy  Jacob,  president  of  Port- 
land, Ore.-based  Windemere  Investment  Associates,  say  you 
can't  allocate  until  you  understand  the  true  aftertax  return  of 
an  asset  class  given  your  tax  rate.  Well,  yes.  But  most  folks 
can't  afford  to  hire  Ph.D.  Jacob,  who  consults  on  tax-efficient 
allocation  for  clients  worth  $50  million  and  up.  And  you  have 
to  start  somewhere. 

Anyway,  by  deciding  what  you  want  to  own  first,  you  re- 
duce the  risk  of  letting  an  obsession  with  taxes  put  you  into 
mediocre  investments. 

Step  3 

Now  for  the  million-dollar  question:  What  goes  in  your 
tax-deferred  and  what  in  your  taxable  accounts  ? 

One  simple  approach  is  suitable  for  investors  who  are  (a) 
active  traders  who  don't  want  to  worry  constantly  about  taxes 
and  (b)  persuaded  that  stocks  will  handily  beat  bonds  over  the 
next  decade,  as  they  have  over  the  past  one.  You  put  your  stocks 
in  your  IRA  or  401(k)  and  bonds  in  the  taxable  account.  The 
bonds  you'd  buy,  if  you  are  in  a  high  enough  tax  bracket,  would 
be  munis.  Or  consider  Uncle  Sam's  I-bonds  (see  Step  5).  Your 
stock  gains  would  eventually  come  out  of  the  IRA  as  ordinary 
income  (taxed,  that  is,  at  up  to  40.8%),  which  is  not  good,  but 
the  taxes  would  be  deferred,  which  is  very  good. 

What  if  either  (a)  or  (b)  is  not  the  case?  Then  if  you  want 
to  keep  things  simple,  you  probably  would  do  better  with  a 
reverse  allocation.  Own  the  bonds  in  your  tax-deferred  ac- 
count, in  which  case  the  bonds  would  be  taxable  ones.  Own 
stocks  in  your  taxable  account,  weeding  out  losers  to  get  tax 
writeoffs  while  holding  winners  indefinitely. 

If  you  don't  want  to  own  individual  stocks,  you  could  still 
do  fairly  well  with  this  division  of  assets  if  you  use  an  index 
fund  for  the  taxable  account.  Index  funds  tend  to  be  very  tax- 
efficient.  Over  the  past  decade  the  Vanguard  500  Index  Fund 
has  outperformed  70%  of  domestic  stock  funds  on  a  pretax 
basis,  according  to  FORBES'  mutual  fund  database,  but  out- 
performed 80%  aftertax. 

But  for  an  attentive  investor  willing  to  put  a  lot  of  thought 
into  the  allocation  question,  there's  a  lot  to  be  said  for  a 
blended  strategy.  You  hold  a  mix  of  stocks  and  bonds  in  both 
retirement  and  taxable  accounts.  This  allows  you  to  shift  the 
asset  mix  without  incurring  taxes.  (See  Step  1.)  It  also  keeps 
you  from  falling  into  the  trap  that  Wharton  Professor  Jeremy 
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Siegel,  author  of  Stocks  For  the  Long  Run,  did:  "Early  in  my  ca-      following  scenario  for  FORBES.  Say  that  in  197 1  a  top-tax-rate 
reer  I  said,  TO  put  my  stocks  outside  my  retirement  accounts.'     investor  bought  $1,000  of  a  typical  tax-inefficient  managed 


But  I  didn't  do  as  much  outside  saving  as  I  hoped.  Some  peo- 
ple never  get  enough  outside  money  into  the  markets." 

If  you  want  to  go  this  route,  pay  attention  to  these  rules: 

Narrow  sector  funds  belong  only  in  a  tax-deferred  ac- 
count. That's  because  even  if  you  don't  jump  in  and  out,  oth- 
ers do,  raising  the  risk  that  investor  flight  will  force  the  man- 
ager to  sell  and  hand  out  gains.  Fidelity's  Food  &  Agriculture 
Portfolio  lost  20.5%  last  year,  yet  still  paid  out  $2  a  share  in 
capital  gains. 

Also  put  your  most  speculative  funds — say  a 
leveraged  OTC  fund — in  your  deferred  account.  Do 
likewise  with  funds  that  sound  conservative,  but  ac- 
tually make  big  taxable  payouts  annually — utility, 
balanced  and  value  funds,  for  instance.  (To  see  the 
danger  of  holding  a  value  fund  like  Vanguard  Wind- 
sor in  a  taxable  account,  go  to  forbes.com/calculators.) 

And  what  goes  in  taxable  accounts?  "Only  the  most  tax- 
efficient  mutual  funds  should  be  held  outside  a  pension  ac- 
count," says  Stanford  University  Professor  John  Shoven. 
These  should  be  core  holdings,  like  index  funds,  that  you — 
and  other  investors — won't  be  trading  in  and  out  of. 

To  show  why  this  matters,  James  Garland,  who  manages  a 
private  investment  company  in  Columbus,  Ohio,  created  the 


stock  fund  and  $1,000  of  a  tax-managed  S&P  index  fund. 
(Okay,  it  didn't  exist  back  then,  but  never  mind). 

Assuming  each  fund  performed  as  the  S&P  index  did,  and 
using  current  tax  rates — which  are  a  reasonable  blend  of 
those  for  the  last  30  years — the  managed  fund  would  have 
sacrificed  17.5%  of  its  potential  return  to  fees  and  another 
50.3%  to  taxes.  The  index  fund  would  have  given  up  only  6% 
to  fees  and  31%  to  taxes. 

An  even  better  alternative  is  to  buy  the  new  exchange- 


I  Check  out  Uncle  Sam's 
I  wacky  7.5%  l-bonds. 


traded  funds,  or  ETFs,  that  go  by  nicknames  such  as  Spiders, 
WEBs  and  Diamonds.  ETFs  are  essentially  closed-end  index 
funds  that  are  designed  to  appeal  to  traders  (they  trade  al 
day  as  stocks  do).  But  they  have  a  hidden  tax  benefit  for  buy- 
and-hold  taxable  investors:  You  don't  run  the  risk  that  in- 
vestor flight  will  cause  untimely  capital  gains  distribution; 
from  a  previously  tax-efficient  fund.  That's  because  ETFi 
handle  large  redemptions  by  distributing  the  underlying 
h    shares  instead  of  cash. 

ETFs  can  also  be  cheap.  State  Street  Bank 
and  Trust's  S&P  500  Spider  has  an  even  lower 
management  cost  (0.12%  of  assets)  than  the 
Vanguard  500  Fund  (0.18%)  does.  Barclays 
Global  Investors  is  undercutting  the  Spider 
with  its  new  iShare  S&P  500  at  0.095%.  Ir 
May,  Vanguard  itself  filed  with  the  SEC  to 
offer  five  new  ETF  funds,  including  a  versior 
of  its  Total  Stock  Market  Index  Fund. 

Both  State  Street  and  Barclays  offer  ETFs 
that  cover  specific  sectors — an  area  where 
conventional  funds  have  created  tax  prob- 
lems for  investors.  But  do  be  aware  that  nar- 
row and  sector  index  funds  haven't  had  the 
stellar  records  of  the  S&P  500  funds.  And  it's 
tougher  to  dollar-cost-average  your  invest- 
ment in  ETFs;  when  you  buy  you  owe  bro- 
kerage fees. 

What  about  individual  stocks?  Own 
them  in  your  taxable  account.  There's  yet 
more  opportunity  for  tax  arbitrage.  Highly 
appreciated  stocks  can  be  donated  to  char- 
ity for  a  juicy  break.  (You  get  to  claim  a  de- 
duction for  their  full  market  value  while 
skipping  all  gains  taxes.)  The  stock  that 
dives,  at  least  temporarily,  provides  you 
chance  for  booking  losses  that  can  be  used 
to  shelter  other  gains.  By  contrast,  mutual 
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ngineered  with  passion. 

In  the  world  of  business  jets,  only  Falcons  are  made  by 
a  company  that  also  makes  advanced  fighter  aircraft. 

At  Dassault,  there  is  a  spirit  of  engineering — a  pursuit 
of  perfection — that  touches  all  decisions.  Falcons  are  known 
as  the  best  designed,  best  built,  best  flying  business  jets  at 
the  top  of  the  market.  Their  versatility  is  unchallenged. 

For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 
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funds  can  only  pass  on  gains,  not  losses. 

"I  had  the  best  tax  year  I've  had  in  years  because  my  per- 
sonal manager  was  able  to  harvest  losses,"  crows  Leonard 
Reinhart,  founder  of  Lockwood  Financial  Group,  in 
Malvern,  Pa. 

Harvesting  losses  takes  a  strong  stomach,  of  course.  Re- 
search shows  individuals  are  too  quick  to  take  gains  and  slow 
to  sell  losers.  "It's  contrary  to  human  nature  to  be  thrilled 
because  you  have  a  loss.  It's  an  acknowledgment  you  made  a 
mistake,"  says  Robert  Arnott,  a  pioneer  in  tax-efficiency  re- 
search and  managing  partner  of  Pasadena-based  First  Quad- 
rant, L.P.  He  warns  that  if  you  wait  till  December  to  look  for 
losses,  you'll  miss  most  opportunities.  Using  the  latest  soft- 


ware and  Web  programs,  you  can  prowl  constantly-an< 
avoid  a  tax  disaster  (see  box,  page  294.) 

One  more  subtlety:  If  you've  got  a  nonqualified  deferred 
compensation  plan,  stick  taxable  bonds  in  it.  Why?  Typically 
you  must  withdraw  the  money  from  these  plans  at  retire- 
ment or  within  5  or  10  years,  and  at  that  point  it's  taxed  al 
ordinary  income  rates.  By  contrast,  an  IRA's  tax  deferral  car 
be  stretched  out  for  decades  by  you  and  your  children.  For 
the  shorter  deferral  in  a  nonqualified  plan,  there's  no  point 
converting  20%  capital  gains  into  ordinary  income,  say* 
Bernard  Kent  of  PricewaterhouseCoopers. 

Step  4 

Consider  how  to  get  from  here  to  there.  If  you're  an  oldei 
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LONG  ISLAND,  N.Y.  RESIDENT 
Rosanne  Guinan,  77,  majored  in 
math  at  Cornell,  works  as  a  main- 
frame systems  programmer  and  has 
long  tracked  her  investments  on  a 
spreadsheet.  In  her  taxable  accounts, 
she  owns  mostly  stocks,  rather  than 
funds,  so  she  can  control  when  she  rec- 
ognizes capital  gains.  Yet  even  tax-sawy 
Guinan  would  sometimes  accidentally 
sell  a  stock  before  the  one-year-and-a- 
day  holding  period  for  the  long-term- 
gains  rate  was  met. 

But  now  she  is  using  www. 
gainskeeper.com,  a  service  that  allows 
her  to  see  all  her  gains  and  losses  in- 
stantly, displayed  in  separate  columns 
depending  on  whether  they're  short-  or 
long-term.  "It  gives  me  a  picture  that 
isn't  available  from  my  little  spread- 
sheet," she  says. 

Personal-finance  software  and  the 
Web  are  helping  do-it-yourselfers  tame 
the  tax  code.  No,  you  still  can't  buy 
cheap  off-the-shelf  software  that  will  al- 
locate all  your  investments  tax-effi- 
ciently. But  you  can  track  your  gains 
and  actively  "harvest"  losses — realize 
them,  that  is,  in  time  to  get  a  tax  benefit 
from  them — just  the  way  the  pros  do. 

Three  rules  of  thumb:  (1)  You'd 
rather  have  a  long  gain  than  a  short  one. 
(2)  You'd  rather  have  a  short  loss  than  a 
long  one.  (3)  The  best  thing  of  all  is  a 
gain  you  never  realize.  Buy  Home  D 


at  $1  a  share,  hang  on  until  you  donate  it 
to  charity  or  bequeath  it,  and  the  capital 
gain  is  never  taxed. 

That's  the  theory.  How  do  you  get 
the  results?  Technology  is  helping.  It  is 
making  possible  cheap  alternatives  to 
those  fed  up  with  the  costs  and  hidden 
tax  bombs  of  mutual  funds. 

FORBES  columnist  Peter  Huber  pre- 
dicted this  more  than  a  year  ago  (Feb. 
8,  1999);  what  he  talked  about  in  a  hy- 
pothetical way  is  now  reality.  Got 
$100,000  in  investment  assets?  Ameri- 
can Express  will  allow  you  to  make  free 
online  trades  of  up  to  3,000  shares  each, 
so  long  as  you  keep  that  much  in  an  ac- 
count and  don't  engage  in  "excessive 
trading."  AmEx  makes  its  money  on 
margin  loans  and  by  selling  you  other 
products — mutual  funds,  insurance, 
charge  cards  and  financial  planning. 

If  you  know  what  you  are  doing, 
you  can  run  your  own  personal  mutual 
fund  without  the  overhead  or  tax  prob- 
lems of  a  fund.  Remember,  even  a  tax- 
efficient  mutual  fund  can  do  only  so 
much  for  you  at  tax  time.  It  can  avoid 
selling  winners,  letting  them  com- 
pound tax-free,  but  it  cannot  sell  losers 
in  such  a  way  as  to  put  the  writeoffs  on 
your  Schedule  D.  Funds  flow  through 
net  gains  to  their  customers  but  cannot 
do  the  same  for  net  losses. 

Then  there's  Foliofn.com,  an  in- 
triguing new  service  launched  in  May 


by  former  SEC  commissioner  Stever 
Wallman.  For  a  flat  $295  a  year  in- 
vestors can  maintain  three  "folios"  with 
up  to  50  stocks  in  each.  You  can  buile 
your  own  special  portfolio  or  pick  fror 
dozens  of  prepackaged  ones  designee 
to  mimic  a  stock  index  or  a  style  (say 
large  cap,  or  value),  a  sector  or  a  certain 
level  of  risk. 

The  key  is  that  investors  who  use 
dollar-cost  averaging  can  put  in  their 
$100  or  $1,000  a  month— just  as  they 
might  make  contributions  to  a  mutua 
fund — and  the  money  will  be  spread 
evenly  over  the  folio,  including  into 
fractional  shares.  Meanwhile,  the  ser- 
vice tracks  an  investor's  taxable  basis  in 
each  stock  separately. 

So,  for  example,  you  could  (at  no 
extra  cost)  sell  shares  of  a  losing  stock, 
realize  the  loss  and  replace  it  in  the  folic 
with  a  comparable  security,  while 
maintaining  your  target  diversification 
and  risk  level.  Hold  your  substitute 
stock  for  31  days  to  avoid  the  "wash 
sale"  rule,  and  then  you  can  switch  back 
into  the  original  security. 

(This  service  isn't  for  day  traders, 
since  the  basic  fee  allows  you  to  trade  at 
only  two  preset  times  each  day.  At  all 
other  times,  you  pay  $15  a  trade.) 

It  was  always  possible  for  people 
with  $10  million  to  do  this  sort  of 
thing.  Now  the  $100,000  crowd  can 
participate,  too.  — J.N. 
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investor  with  assets  in  the  wrong  places,  don't  just  sell  out.     dividends  to  be  reinvested  in  a  tax-inefficient  fund  in  you 


The  taxes  could  be  devastating, 

Instead,  look  for  opportunities  to  reallocate  tax- 
efficiently.  Try  to  sell  an  investment  with  an  unrealized  gain 
only  if  you  can  find  some  offsetting  losses  to  take  at  the  same 
time.  And  for  heaven's  sake,  go  off  autopilot — don't  allow 


taxable  account. 
Step  5 

Buy  some  of  those  wacky  I-bonds,  which  are  saving 
bonds  indexed  to  inflation.  We  say  wacky  because  we  thinl 
the  U.S.  Treasury  is  being  way  too  generous  with  the  interes 


TAX  TRICKS  AND 
THE  MASS  MARKET 


GOT  $250,000  IN  TAXABLE  FUNDS  TO 
invest?  Seattle-based  Parametric 
Portfolio  Associates  will  build  you 
your  own  tax-efficient  index  fund. 

Parametric  can  mimic  the  perfor- 
mance of  an  index  without  buying 
every  stock  in  it.  Each  night  its  comput- 
ers sweep  every  account  looking  for 
losses  that  can  be  "harvested."  When  it 
dumps  one  of  your  stocks,  it  may  buy  a 
comparable  one  to  maintain  your  port- 
folio's sector  and  risk  characteristics. 
You  might  get  the  original  back — but 
only  after  31  days,  to  protect  you  from 
the  "wash  sale"  rule  that  limits  writeoffs 
of  stocks  sold  and  then  bought 
right  back. 

The  custom  index  fund  is 
just  one  example  of  how  com- 
puters are  bringing  mass  cus- 
tomization to  the  investment 
world  through  what  are  called 
"consultant  wrap"  accounts.  In 
them,  you  get  the  tax  advan- 
tages of  owning  individual 
stocks,  combined  with  the  pro- 
fessional management  and 
(comparatively)  low  cost-struc- 
ture of  a  mutual  fund.  On  Dec. 
31  consultant  wrap  accounts 
held  $240  billion,  according  to 
Boston-based  Cerulli  Associ- 
ates, compared  with  $5  trillion 
in  equity  and  bond  mutual 
funds.  But  this  business  is 
growing  fast.  Four-year-old 
Lockwood  Financial  Group,  of 
Malvern,  Pa.,  which  acts  as  a 
matchmaker  between  800  fi- 


nancial planners  and  80  money  man- 
agers, 20  of  whom  specialize  in  tax- 
sawy  management,  has  $7.5  billion  in 
assets  and  is  taking  in  $350  million 
more  a  month. 

Most  of  the  managers  in  Lock- 
wood's  programs  are  traditional  stock 
pickers,  not  indexers,  who  have  worked 
for  institutions  and  specialize  in  a  style 
or  sector.  For  individuals,  they  add  a 
dash  of  customization.  Say  a  large-cap 
manager  concludes  GM  has  better 
prospects  than  Ford.  A  program  then 
determines,  based  on  each  investor's 
basis  in  Ford  and  potential  gains  taxes, 


which  clients  should  sell  Ford  am 
which  specific  tax  lots  of  Ford  stocl 
they  should  sell. 

What  does  this  cost?  Investors  comi 
to  Parametric  or  Lockwood  through  ; 
fee-only  financial  planner,  who  migh 
charge  0.7%  to  1%  of  assets.  Add  in  tht 
money  manager  and  transaction  fee 
and  the  total  ranges  from  perhap 
1.25%  to  2%  of  assets.  (Similar  wrap 
programs  offered  by  big  brokers  tenc 
to  be  more  expensive,  although  fees  ar^ 
coming  down.) 

But  in  contrast  to  mutual  funds 
which  according  to  Morningstar  charg 
an  average  of  1.37%  annually 
these  accounts  are  typicalb 
priced  to  give  you  a  break  ir 
the  percentage  burden  as  youi 
assets  grow.  Indeed,  one  o 
these  accounts,  including  thi 
services  of  a  financial  planner 
can  be  cheaper  than  a  stock 
picking  fund  for  those  with  i 
few  million  dollars  or  more 
Of  course,  if  expense  ratios  art 
all  you  care  about,  you  coulc 
just  throw  your  money  ir 
Vanguard's  Total  Stock  Mar 
ket  Index  Fund  and  pay  onl) 
0.2%  annually. 

Besides  the  ongoing  ta> 
benefits,  the  consultant  wrap 
accounts  have  one  big  advan 
tage  over  mutual  funds:  If  you 
decide  your  manager  is  a  jerk 
you  can  fire  him  and  take  youi 
stocks  elsewhere  without  rec 
ognizing  a  taxable  gain. — J.N. 
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Partnering  with  the  leaders  of  E-commerce, 
the  American  Express6  Corporate  Purchasing 
Card  can  give  you  up  to  95%  savings  over 
traditional  purchasing  methods.  How?  By 
streamlining  the  purchasing  process  from 
beginning  to  end.  Visit  our  website  to  find 
out  how  we  can  help  you  save  money  in 
ways  you  never  thought  possible. 
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JEEP  GRAND  CHEROKEE 


Yes,  you  spend  a  lot  of  time  indoors — on  average,  95 
percent  ol  \  our  lifetime  This  being  the  way  of  the  world, 
we  who  build  |eep  4x4s  have  gone  to  great  lengths  to  make 
what  time  you  do  spend  out  there  downright  amazing. 

Its  why  we  equipped  Grand  Cherokee  1  mined  with 


Quadra-Drive,'"*  our  most  advanced  four-whi 
system  ever.  Designed  to  gel  you  out — w; 
into  wide-open  spaces  \\  h\  we  included  tl 
hugging  fortitude  ol  a  Quadra-Coil"  suspei 
4.7  litre  Powei  lii  h  \  8  engine  to  get  you  ove^ 
i. un  ranges  and  such.  The  nimble  anil  qt 
ol  a  UniFrame  body  construction.  And,  for 


.i  registered  trademark  of  Johnson  Controls  |eep  is  a  registered  trademark  ol  DaimlerC  hrysla 


ONLY  5%  OF  YOUR  LIFETIME  IS  SPENT  OUTSIDE. 

MAKE  THE  MOST  OF  IT 


a  very  pampering  cabin.  One  that  features 
leather-trimmed  seats,  10-disc  CD  player* 
•  power  outlet,  his  and  her  map  lights — even 
Link*  device  to  let  you  control  garage  doors 
e  security  systems  from  the  drivers  seat. 
iort,  with  a  vehicle  as  exceptional  and  capable 
I  Cherokee,  five  percent  of  a  lifetime  will  most 


certainly  not  be  time  enough  out  of  doors.  And,  well, 
that's  the  whole  point.  For  more  details,  visit  our 
Web  site  at  www.jeep.com  or  call  1-800-925-JEEF 
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i  Jnvesiment  Guide 


FINDING  A  LOW-TAX  FUND 


IN  1991  JAMES  POTERBA  BOUGHT 
shares  in  a  mutual  fund  for  his  three 
young  children.  But  in  1994  the  fund 
distributed  20%  of  its  value  as  capital 
gain,  forcing  him  to  file  tax  returns  for 
the  kids.  Irked,  he  switched  to  a  tax- 
managed  fund. 

Poterba  is  an  MIT  economics  don  as 
well  as  a  dad,  and,  according  to  a  new 
study  he  did  with  Daniel  Bergstresser, 
he's  not  alone  in  searching  for  tax  effi- 
ciency. It  shows  that  from  1993  to  1998 
investors  seemed  to  chase  aftertax  re- 
turns; when  funds  had  equal  pretax  per- 
formance, more  money  flowed  to  the 
one  with  the  better  aftertax  return.  (The 
concept  of  tax  efficiency  is,  of  course,  ir- 
relevant for  IRA  and  401  (k)  accounts.) 

FORBES  has  considered  aftertax  re- 
turn in  selecting  funds  for  its  Honor 
Roll  since  1985.  But  until  recently  it  was 
tough  for  average  investors  to  check  the 
aftertax  return  of  most  funds.  (Poterba 
figures  they  found  funds  as  he  did, 
through  painful  experience.) 

Now  more  information  is  available. 
Aftertax  returns  for  all  equity  funds  are 
at  forbes.com/fundtax.  Schwab  and  Fi- 
delity recendy  added  it  to  their  fund  su- 
permarket Web  sites,  and  Vanguard  pro- 
vides aftertax  returns  for  all  its  funds. 

But  past  efficiency  is  no  guarantee  a 
manager  is  working  to  control  taxes;  he 
just  may  not  have  needed  to  take  gains. 
Instead  look  for  a  "tax-managed"  label, 
now  in  the  names  of  more  than  80 
funds.  Or  look  for  a  statement  in  the 
prospectus  that  the  fund  uses  specified 
lots  when  selling,  or  harvests  losses. 

More  tips  for  avoiding  tax  bombs: 

■  Be  wary  of  funds  that  switch  managers 
frequently.  If  the  new  manager  cleans 
house,  the  dust  setdes  on  you. 

■  Steer  clear  of  funds  that  are  losing  in- 
vestors but  have  built-up  gains.  You  may 
think  you've  found  a  gem,  but  if  more 
flee,  the  manager  may  have  to  sell  highly 
appreciated  stock  and  pass  the  gains  to 

the  tax. 


:J2 


B    . 


Example:  Montgomery  U.S.  Emerg- 
ing Growth  R  has  lost  so  many  in- 
vestors^— assets  have  declined  by  54%  in 
the  past  year — that  90%  of  its  value  is 
capital  gains.  The  Kaufmann  Fund, 
which  has  lost  27%  of  its  investment 
base  in  the  past  year,  is  63%  gains. 

■  Don't  assume  all  index  funds  are  tax- 
efficient.  Many  are,  particularly  the 
broad  funds  like  Vanguard's  Total  Stock 
Market  Index  or  the  Schwab  1000.  But 
the  manager  of  a  small-cap  index  fund, 
say,  will  have  to  sell  a  firm  if  it  gets  too 
big.  And  there  are  surprising  differences 
in  tax  efficiency  among  similar  funds, 
even  S&P  index  funds  (see  table). 

■  Think  twice  before  buying  a  fund  late 
in  the  year,  before  a  possible  large  capital 
gains  payout.  Some  funds  give  notice  of 
them,  but  not  all  do.  If  you're  stuck  with 
a  big  taxable  distribution  from  a  new 
fund,  consider  dumping  it  quickly  to  off- 
set the  distribution  with  a  loss.  Example: 
You  buy  the  Has-Been  Fund  at  $10,  the 
next  week  it  pays  a  $2  long-term  gain, 
and  your  share  value  drops  to  $8.  If  you 
sell,  you  have  a  long-term  loss  (not 
short-term;  there's  a  special  rule  here)  of 
$2  to  offset  your  $2  long-term  gain.  As- 
suming the  fund  carries  no  load,  you 
have  a  wash.  You  wind  up  behind,  how- 


ever, if  Has-Been  pays  out  $2  in  short 
term  gains  instead,  because  they  coun 
as  ordinary  income.  So  if  you  dumj 
Has-Been,  you  end  up  with  $2  in  ordi 
nary  income  and  $2  in  short-tern 
losses — not  a  fair  swap. 

■  Be  aware  that  most  aftertax  perfor 
mance  numbers  (including  FORBES')  d 
not  allow  for  taxes  that  would  be  due  i 
you  cashed  out  at  the  end  of  the  mea 
surement  period.  If  you  will  be  cashin 
out  in  a  few  years,  tax  efficiency  won't  d 
much  good.  The  whole  idea  is  geared  t 
people  who  can  hold  indefinitely.  Idealr 
shares  in  a  tax-efficient  fund  should  b 
left  in  your  estate  or  given  to  charity. 

■  Check  a  fund's  turnover  rate,  but  don 
fixate  on  it  Low  rates — say,  below  10%— 
go  hand-in-hand  with  tax  efficiency.  Bt 
there's  little  difference,  at  tax  time,  be 
tween  a  75%  and  a  100%  turnover  raft 
And  some  managers  sell  losers  to  harve 
losses.  J.R  Morgan's  Tax-Aware  U.S.  Eq 
uity  Fund  has  never  made  a  capital  gain 
distribution,  and  it  returned  an  averag 
of  23%  a  year  aftertax  in  the  three  yeai 
ended  Apr.  30.  Yet  by  harvesting  losers, 
has  stored  losses  equal  to  3%  of  assets  t 
offset  future  gains. 

"Turnover  is  like  cholesterol:  There 
good  and  bad,"  says  Poterba.      — J.fr 


Hidden  Costs 


All  index  funds  are  not  created  equal.  Despite  low  fees,  some  are  far  less 
tax  efficient  than  others,  dragging  down  returns  over  the  the  long  haul. 


Fund 


THE  TAX  EFFICIENT 

DFA  US  Large  Company 


Vanguard  500  Index 


Fidelity  Spartan  US  Eq  Index 


Droyf «  la»lc  SAP  500  Stock 


THE  TAX  DEFICIENT 
SSgA  SIP  500  Index 


Northern  Instl  Equity  Index  A 


Victery  Stock  Index  A 


Federated  Max  Cap 


5-YEAR  RETURN' 


Pretax 


Aftertax 


26.5% 


25.6% 


26.7 


25.7 


26.5 


25.4 


26.5 


25.4 


26.5 


23.6 


26.3 


23.8 


25.9 


23.7 


26.2 


24.1 


Return 
lost  to 

taxes 


Annual 
expenses 
per  $100 


0.9% 


$0.15 


1.0 


0.18 


1.1 


0.18 


1.1 


0.20 


2.9 


0.17 


2.5 


0.22 


2.2 


0.57 


2.1 


0.31 


zed  Source:  Morningstar 
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BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  AT  BASF,  THE  KEY  TO  OUR 
SUCCESS  IS  VALUE-ENHANCING  GROWTH.  WITH  A  PRESENCE  IN  OVER  170  COUNTRIES,  WE  TRULY  ARE 
GLOBAL.  IN  CHEMICALS,  HEALTH  AND  NUTRITION,  AND  THE  OIL  AND  GAS  INDUSTRY,  WE'RE  NOT  ONLY 
POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL  OF 
WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 
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rate.  The  I-bonds  pay  3.6  percentage  points  over  the  inflation 
rate.  For  the  moment,  that  adds  up  to  7.5%,  compounded 
semiannually. 

Whereas  interest  on  the  better  known  Treasury  Inflation 
Protected  Securities  (TIPS)  is  taxed  every  year,  the  interest  on 
I-bonds  isn't  taxed  until  you  cash  them  in,  so  you  can  defer 
for  up  to  30  years.  The  30  years  of  deferral  is  worth  a  lot  to  a 
high-bracket  taxpayer.  Combine  it  with  the  exemption  from 
state  income  tax  available  on  any  Treasury  security  and  you 
have  a  real  winner. 

You  can  buy  I-bonds  at  a  bank.  Purchases  are  limited  to 
$30,000  per  person  per  year.  A  couple  could  put  in  $60,000 
for  themselves  and  $20,000  for  each  child  without  incurring 
gift  tax.  The  kids'  bonds  might  do  even  better.  The  I  bonds, 
like  the  EE  bonds,  are  exempt  from  federal  tax  on  the  interest 


if  the  holder  uses  them  for  higher  education  and  has  a  fairb 
low  income  (currendy  the  full  exemption  is  available  on  join 
returns  up  to  $81,100).  So  if  your  children  are  destined  to  gc 
into  social  work  and  will  have  children  of  their  own  attend 
ing  college  when  the  bonds  are  cashed  in,  the  interest  coulc 
be  tax-exempt. 

Step  6 

Finally,  give  any  trusts  or  special  accounts  you  control ; 
tax  tune-up. 

Will  R.  Gregg  III,  a  suburban  Chicago  investor,  set  up  ; 
trust  for  his  son  when  he  was  born  in  1994.  His  own  parent 
began  making  gifts  to  the  trust  of  mutual  funds.  Gregg,  40 
was  grateful — until  the  tax  bills  started  rolling  in,  generatec 
in  part  by  the  funds'  big  annual  distributions.  This  was  par 


YOUR  LOSSES  ARE 
YOUR  PROBLEM 


IN  APRIL  AN  ILLINOIS  TAX  ATTORNEY 
got  an  urgent  call  from  a  couple  in  a 
crisis.  The  wife  had  racked  up 
$700,000  in  1999  capital  gains,  then 
plowed  the  profits  into  highfliers  in  her 
margined  stock  account. 

You  guessed  it:  When  tech  tanked  in 
April,  her  broker  called  the  loans  and 
her  account  was  almost  wiped  out,  in- 
cluding the  stocks  she  had  been  plan- 
ning to  sell  to  pay  the  tax  bill.  "I've  got 
to  believe  this  happened  to 
other  people,  too,"  says  her 
lawyer. 

This  couple  had  discovered  a 
cruel  fact  of  capital  gains  taxa- 
tion. When  you  win,  Uncle  Sam 
is  your  partner.  When  you  lose, 
he  barely  knows  you.  Although 
in  any  one  year  you  can  use  cap- 
ital losses  to  absorb  capital 
gains,  you  cant  carry  back  capi- 
tal losses  to  offset  prior  years' 
gains.  You  can,  however,  carry 
losses  forward  indefinitely. 

If  capital  losses  exceed  vour 
gains,  you  can  use  onh  - 
year  in  net  losses  to  offsc 
income  (like  your  salary! 
KX)  hit  in  the 


ket  and  it  will  take  you  134  years  to 
write  it  off,  assuming  you  don't  have 
any  capital  gains  in  the  meantime.  Try 
to  live  long.  Unused  loss-carryforwards 
expire  when  you  do. 

Is  there  any  way  out?  If  you  qualify 
as  a  professional  trader,  you  can  elect 
"mark  to  market"  accounting.  With 
this  method  all  your  stock  positions  are 
tallied  at  year-end,  and  gains  and  losses, 
including  unrealized  ones,  are  taxed  as 


ordinary  income.  The  advantage  is  tha 
if  you  have  a  losing  year,  the  losses  firs 
offset  your  other  ordinary  income  fo 
that  year  and  then  can  be  carried  bad 
to  claim  a  tax  refund  for  up  to  thre 
prior  years,  or  carried  forward. 

The  catch?  To  use  mark  to  marke 
in  a  given  year  you  must  elect  it  b 
the  normal  filing  date  for  your  prio 
year's  return,  usually  Apr.  15.  And  one 
you  choose  it,  you're  stuck  with  it,  al 
though  you  can  maintain  . 
separate  investment  portfoli* 
that  isn't  marked  to  market.  I 
also  may  be  tough  to  prove  t< 
a  tax  judge  that  you're  really 
professional  trader.  Th 
woman  in  this  case  holds  an 
other  full-time  job  and  count 
her  annual  trades  in  th 
dozens,  not  the  hundreds  o 
thousands.  It's  unlikely  she'i 
qualify. 

Moral:  If  you  have  a  goo 
year  and  cash  out  of  a  lot  o 
winners,  take  stock  of  your  ta 
situation  no  later  than  Dec.  1 
Make  sure  there's  cash  on  nan 
to  pay  the  tax  bill  due  Apr.  15. 
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In  B2B 

e-business, 
1  billion  saved 
is  a  helluva 
calling  card. 


r  $1 

billion  in  customer  savings.' 

$5.4 

billion  total  market  volume.2 

5 

years  of  experience. 

100 

goods  and  services  categories. 

47 

global  1000  members. 

4,188 

active  suppliers  worldwide. 

$30 

million  surplus  assets  sold. 

$750 

million  surplus  assets  listed. 

I     10 

offices  in  six  countries. 

Code  FOR 


We're  FreeMarkets,  the  original  and  world's  leading  B2B  eMarketplace. 
And  we're  more  than  software.  We're  saving  millions  for  businesses 
purchasing  everything  from  injection  molded  plastic  parts  to  coal  to  tax 
preparation  services.  And  making  money  for  those  same  businesses 
when  they  need  to  sell  surplus  plant,  inventory  and  equipment.  We've 
got  real  capabilities;  we  deliver  real  savings.  So  if  you  hear  opportunity 
knocking  at  your  door,  you  know  who's  calling:  FreeMarkets. 

1 .888.434.0500  www.freemarkets.com 

FreeMarkets 


©2000  FreeMarkets,  Inc.  Facts  and  statistics  based  on  FreeMarkets  1Q  2000  earnings  release  and  other  public  documents.  'Estimated  savings  based  on  online  auction  results 
'Total  market  volume  equals  total  low  bid  dollar  volume  of  materials,  commodities  and  services  that  we  have  auctioned  for  our  customers. 


Sometimes  the 


WISE 


Take  health  c  sample.  Sa\  you're  looking  for  a  way  to  offer  employees  and  retirees  quality  health  care  at  an  affordable  p 

out  cost— another,  quality.  And  for  someone  else,  it  could  be  a  preferred  doctor.  Enter  Sageo,""  a  i 
administration  and  provide  your  employees  and  retirees  access  to  a  broad  array  of  health  pi 


THE  POWE 
PLANT  INIST 

Luxury  on  the  banks  of  glowing  -water 
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r  ALWAYS  THIS  OBVIOUS. 


nee  on  how  to  use  their  health  benefits,  and  a  library  of  interactive  health  and  medical  educational 
rces  from  Mayo  Clinic.  If  your  company  is  looking  for  a  cost-effective  way  to  deliver  health  care  to 
>yees  and  retirees,  isn't  it  obvious  what  to  do?  Contact  us  at  1-877-465-7000  or  visit  www.sageo.com. 
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a  Hewitt  eBusiness 


Investment 


ticularly  irksome  because  trusts  reach  the  highest  marginal 
rates  with  little  income;  the  20%  long-term-gains  rate  kicks 
in  at  $1,750  and  the  top  39.6%  ordinary  income  rate 
at  $8,650. 

Now,  with  seven-month-old  twin  girls  in  his  brood, 
Gregg  puts  only  individual  securities  in  the  kids'  trusts.  "I've 
never  bought  mutual  funds  for  myself.  With  their  small  trusts 
it  would  seem  to  be  a  logical  way  to  get  diversification.  But  I 
refuse  to  do  it  because  of  the  tax,"  he  says. 

A  bear  on  the  stock  market,  Gregg  is  also  considering 
buying  the  kids  I-Bonds  to  hold  outside  the  trust.  That 
would  allow  the  family  to  defer  taxes  until  they  are  14  or 
more  and  no  longer  subject  to  the  so-called  "kiddie  tax," 
which  hits  children's  investment  earnings  over  $1,400  a  year 
at  their  parents'  high  rate. 

Yet  another  issue  is  the  management  of  a  charitable 
remainder  trust,  if  you  have  one.  These  are  now  in  vogue 
as  a  way  for  investors  to  diversify  out  of  a  highly  appreci- 
ated stock  or  sell  off  an  asset  (land,  a  small  business) 


without  incurring  a  big  capital  gains  bill.  Yet  after  ma 
a  tax-sawy  move  into  a  CRT,  investors — and  thi 
trustees — often  squander  much  of  the  tax  advantage 
ignoring  the  arcane  "tiers  of  income"  rules  that  gov* 
CRT  distributions. 

The  key  is  this:  The  CRT  sends  you  a  payout  each  year, 
it  must  distribute  all  its  ordinary  income  before  it  can  tap  i 
next  income  tier — capital  gains.  Smelling  a  niche,  Bank  o 
New  York  has  recently  begun  marketing  three  funds  for  CKr| 
that  will  be  managed  so  as  to  maximize  long-term  gains  i 
minimize  short-term  ones,  which  also  count  as  ordi 
income. 

Had  enough?  Okay,  we  know  this  isn't  simple,  but  at  leas 
there's  a  big  payoff.  Says  Joel  Dickson,  the  man  from  Vang 
"Taxes  are  just  as  controllable  as  investment  fees.  Investor] 
spend  too  much  time  worrying  about  things  they  can't  control 
like  what  will  happen  in  the  market  tomorrow."  So  spend  mor^ 
time  worrying  about  what  you  can  control — taxes.  And 
you  can  dream  about  buying  the  next  Cisco  at  $6. 


IN  A  STATE 


FOR  INVESTORS,  STATE  AND  LOCAL 
taxes  can  pack  a  nasty — and  unex- 
pected— punch.  The  reason  is  that 
most  states,  unlike  the  federal  govern- 
ment, no  longer  give  a  break  on  long- 
term  capital  gains.  So  affluent  Califor- 
nians  get  whacked  by  the  full  9.3%  rate 
on  their  long-term  gains  and  New  York 
City  residents  can  pay  a  combined  city 
and  state  tax  topping  1 1%.  (For  a  map 
with    your    state's     rate,    go     to 
Forbes.com's  Tax  Center.) 

Before  the  1986  federal  "tax  re- 
form," many  states  had,  de  facto,  a 
lower  rate  on  capital  gains.  That's  be- 
cause they  used  the  federal  adjusted 
gross  income  as  a  starting  point  in  fig- 
uring taxable  income,  and  the  feds  gave 
a  break  on  long-term  gains  by  exclud- 
ing 60%  of  the  gain  from  AGI. 

Now,  by  contrast,  Uncle  Sam  has 
taxpayers  include  the  full  amount  of 
long-term  gains  in  income,  then  calcu- 
late the  tax  bill  in  a  way  that  leaves  long 
gains  exposed  to  a  maximum  20%  rate. 
So  the  AGl-coupled  states  include  the 
entire  gain,  too,  but  without  a  rate 
break.  This  has  gotten  them  off  the 

thev 


probably  got  a  windfall  when  Congress 
cut  the  long-term  gains  rate  in  1997, 
prompting  taxpayers  to  recognize  long- 
deferred  gains. 

This  may  be  one  reason  so  many  in- 
vestors were  shocked  by  their  tax  bills 
in  April.  It  was  no  coincidence  that  the 
market's  pratfall  occurred  around  tax 

TheApriL5iirprise^ 

Federal  and  state  pols  win  big  as  funds  and 
investors  take  gains  in  a  volatile  market— and 
then  must  sell  still  more  stocks  to  pay  taxes  on 
those  gains.  This  cycle  spooked  stocks  in  April 


$140  billion 

Taxes  Paid  on  Realized  Capital  Gains 

100                                                              ^ 

80 

rState 

60 

r 

40 


Sources  CBO: 
Forbes  estimates 


20 


'91     '92    '93 


Federal 


'95    '96     97    '98 


day,  says  Jude  Wanniski  of  Polyconor 
ics.  Faced  with  unexpectedly  large 
bills,  people  were  forced  to  sell  stocks. 

Of  course,  other  factors  were 
work,  but  Wanniski  has  a  point.  Mu 
the  same  selloff  happened  in  1999, 
beit  on  a  smaller  scale.  And  there  is 
question  that  federal  and  state  capit 
^^       gains  collections  have  bee 

roaring,  as  the  chart  shows. 

The   trend  will   probabr 
continue:  This  past  April's  de 
bade  means  that  the  capita 
gains  tax  tab  for  2000  will  b| 
that  much  higher,  since  taxpayj 
ers  will  have  to  ante  up  for  ga 
on  the  stuff  they  sold  to  pa| 
1999's  surprises. 

Two   lessons   for  the  1 
savvy:  First,  get  busy  early 
year  and  work  out  how  to  co\ 
this  year's  bill  before  the  Apr 
bums'  rush.  Next,  if  you're  cor 
sidering  retiring  to  a  low- 
no-income-tax  state  such  al 
Florida  or  Nevada,  try  to  post 
pone  taking  gains  until  aftej 
you  move. 

— Howard  Bar 


Tateossian  hand-cut  fiberoptic  glass  cuff  links,  choose  torpedo  fitting 

set  in  silver  plate  in  blue  or  dumbell  in  graphite  grey,  90.00  each  pair. 

Palm   3C  from  Palm  Inc.,  the  connected  organizer  with  color 

display  and  expanded  memory  to  8MB  (sorry,  no  phone  orders),  449.00. 

Trafalger  limited  edition  "Buy  Low,  Sell  High"  silk  braces  woven  in  Italy, 
140.00.  T2  by  Tumi  black  computer  messenger  bag  with  removable 
padded  laptop  computer  sleeve,  2  side  exterior  pockets  and  interior  organizer, 
165.00.  In  The  Men's  Store.  To  order,  call  1-800-555-SHOP.  #M404. 
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His  &  Hers 


I  WANT  HALF 

The  silver  lining:  a  booming 
stock  market,  with  lots  of  money 
floating  around.  The  cloud: 
messy  divorces. 


By  Mary  Beth  Grover 

THANK  YOU,  GOD,"  THOUGHT  SELCUK  SAHIN, 
when  she  learned  in  January  1999  that  Lucent 
Technologies  was  going  to  buy  her  ex-husband's 
software  firm  for  $1.5  billion. 

Three  years  earlier  a  divorce  court  judge  in  Dedham, 
Mass.  had  valued  the  software  company,  Kenan  Systems,  at  a 
mere  $4.9  million,  and  awarded  Sahin  30%,  to  be  paid  out 
over  five  years.  Now  Sahin  has  launched  a  legal  battie  to  re- 
open the  divorce  case,  delighted  over  the  prospect  of  getting 
a  piece  of  that  much  bigger  pie. 

It  will  be  a  tough  case,  if  the  judge  even  allows  it  to  be  re- 
opened. She  will  have  to  show  that  her  ex-husband,  Kenan 
Sahin,  intentionally  undervalued  his  company  during  their 
divorce  trial.  But  she  isn't  deterred.  Nor  are  lots  of  ex-spouses 
these  days. 

The  booming  economy  has  made  getting  a  divorce  more 
complicated — and  expensive — than  ever  by  enlarging  the 
potential  pot  of  riches.  Spouses  now  routinely  seek  big 
chunks  of  their  ex's  retirement  plans,  stock  options  and  com- 
panies, all  inflated  by  the  good  times.  They're  even  trying  to 
put  a  value  on  a  spouse's  future  career  and  staking  a  claim  to 
part  of  it.  Indeed,  these  days  you  need  a  "valuation  expert"  as 
much  as  you  need  a  divorce  lawyer. 

The  bad  news  for  the  spouse  with  the  money  is  that 
judges  are  buying  it.  "The  trend  clearly  is  that  the  courts  are 
making  the  pot  bigger,  and  it's  costing  more  money,"  says 
New  York  City  lawyer  Robert  S.  Cohen,  who  has  represented 
such  Wall  Street  luminaries  as  Henry  Kravis. 

Some  of  this  started  with  the  Lorna  Wendt  case  a  couple 
of  years  ago.  She's  the  ex-wife  of  the  former  head  of  General 
Electric  Capital  Services  who  got  a  $20  million  divorce  judg- 
ment— and  became  a  feminist  symbol  in  the  process.  She 
had  sought  half  of  not  only  "hard"  assets,  like  cars  and  home, 
but  "soft"  assets  like  Gary  Wendt's  pension  benefits  and  even 
unvested  stock  options. 

The  judge  granted  her  a  portion  of  those  (she's  appealing 

for  more)  and  went  even  further  by  placing  a  high  value  on 

her  nonmonetar  ;n  as  homemaker  and  career 

supporter.  That  was  a  departurt  from  the  typical  practice, 

idthen.  ■  only  an  amount 


that's  required  to  maintain  the  lifestyle  she  (nowadays,  on  oc 
casion,  a  "he")  enjoyed  during  marriage.  The  breadwinne 
typically  got  the  rest,  usually  far  more  than  half. 

The  Wendt  case  triggered  a  scramble  by  many  spousej 
and  their  lawyers,  for  their  exes'  assets.  The  timing  couldn| 
have  been  better.  The  Internet  economy  was  producir 
plenty  of  swollen,  asset-rich  targets  for  aggrieved  spousej 
and  things  got  real  complicated. 

Take  Selcuk  (Sally)  Sahin.  She  will  try  to  prove  that  h^ 
ex's  software  company  was  undervalued  by  at  least  $185 : 
lion  at  the  time  of  their  divorce  settlement.  If  she  succeec 
she  could  easily  pull  in  another  $60  million. 

The  Sahin  tale  began  in  June  1994  when  Sally,  now  59,  file 
for  divorce  from  Kenan,  also  59,  after  29  years  of  marriagj 
The  main  asset  to  be  divided  was  Kenan  Systems,  a  purvey 
of  billing  software  Kenan  Sahin  had  founded  in  1982. 

The  pair  hired  his-and-her  valuation  experts.  His  ca 
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up  with  $4.2  million,  hers  with  $15  million.  Two  months 
after  their  divorce  trial  in  February  1996  the  judge  settled 
on  a  value  of  $4.9  million  and  awarded  Sally  $1.5  million. 
Not  quite  three  years  later  her  ex  sold  the  firm  to  Lucent 
and  was  being  described  in  the  Istanbul  press  as  the  "Bill 
Gates  of  Turkey."  He  announced  a  gift  of  $100  million  to 
the  Massachusetts  Institute  of  Technology  and  proposed 
to  his  girlfriend  at  Lucent's  year-end  party. 

Meanwhile  Sally  was  busy 
with  her  lawyer,  having  settled  on 
one  known  not  so  much  for  di- 
vorces as  for  business  valuation, 
Edward  Leibensperger  of  Boston. 
"This  is  in  the  divorce  courts,  but 
it's  really  a  corporate  fraud  case," 
he  declares.  He  claims  he'll  show 
that  Kenan  withheld  key  financial 
information  during  their  1995 
divorce  trial. 

Kenan  Sahin  says  the  allega- 
tions of  fraud  are  absolutely 
without  merit.  He  stands  by  the 
valuation  previously  set  by  the 
court,  and  says  he  has  nothing  to 
hide.  "All  the  records  were  made 
available  to  my  ex-wife's  lawyers 
during  litigation,"  h< 

[y     Sahin,     who     gets 
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exactly  destitute.  But,  as  a  survivor  of  bre< 
cancer,  she  worries  about  her  medical  hi... 
She  was  a  nursing  professor  before;  she  sal 
she  quit  to  do  administrative  work  at  Kent 
Systems.  Now  she  vows,  "I'm  approaching  u$ 
like  a  research  project.  I'm  not  giving  up,  ai 
I'm  going  all  the  way." 

If  it's  a  good  time  to  be  a  business  vahfl 
tion  consultant,  it's  terrific  to  be  a  retiremat 
plan  actuary.  What's  a  retirement  packai 
worth?  Or  even,  as  is  now  being  litigated^ 
Louisiana,  when  is  a  payment  a  retiremep 
plan,  and  when  is  it  something  else? 

Mary  Jane  Lupberger,  63,  and  Ed\M 
Lupberger,  64,  former  chief  executive  of  Bl 
tergy,  were  married  for  eight  years.  Their  :- 
cumulations  included  a  Mercedes-Ben^ 
Jaguar,  three  homes,  $185,000  in  art  and  at 
tiques,  and  an  Entergy  retirement  plan.  Thr 
divorce  decree  was  handed  down  in  Ma 
1998.  Four  months  later  Edwin  got  a  $% 
Timing  is  everything:  million  lump-sum  pfl 
Selcuk  Sahin  wants  ment  from  Entergy.  I 
more  from  her  Courts      general 

billionaire  ex-hubby.  .•     _      .     ij 

7       view  retirement  plafl 

as  part  of  marital  property,  often  giving  ex-spouses  a  shajj 

based  on  the  amount  accumulated  over  the  course  of  ■ 

marriage.  In  the  Lupberger  case  that  would  be  50%,  becaJ 

Louisiana  is  one  of  five  community  property  states  (the  ofl 

ers:  Texas,  Florida,  Michigan  and  California)  in  which  assfl 

are  split  down  the  middle. 

But  Edwin  contends  that  the  $9.5-million  paym m 

doesn't  represent  his  retirement  at  all.  Rather,  it  is  part  ol 


LESSENING 
THE  PAIN 

■  Do  you  have  stock  or  options?  You're 
better  off  getting  your  spouse  to  take  some 
of  the  shares  rather  than  cash.  That  avoids 
the  cost  and  complication  of  hiring  a  valua- 
tion expert,  plus  determining  whether  an 
option  is  marital  property  or  not.  It  also  pre- 
vents fights  down  the  line.  If  the  options 
expire  worthless,  you're  not  on  the  hook. 

■  If  you  hire  a  valuation  expert,  expect  to 
pay  $200  to  $300  an  hour,  about  the 
same  as  a  divorce  lawyer.  To  find  one.  con- 
tact the  American  Society  of  Appraisers 
(www.appraisers.org). 

■  Rather  than  paying  a  lump-sum  settlement, 


consider  setting  up  a  trust  for  your  ex-i 
spouse.  You  can  stipulate,  for  example,  that 
a  portion  of  business  profits  go  to  the  trust. 
That  avoids  valuation  battles  over  the  worth 
of  a  business.  There  are  also  tax  advantages 
for  children.  Downside:  It  means  giving  away 
a  fair  share  of  future  realized  values. 

■  Draft  a  "qualified  domestic  relations 
order"  to  split  a  pension  or  40l(k)  plan  ii 
you're  younger  than  retirement  age.  This 
allows  the  spouse  receiving  a  portion  of  the 
money  to  withdraw  from  it  without  paying 
a  10%  penalty. 

■  Get  your  spouse  to  sign  a  prenuptial 
Prenuptials  spell  out  who  gets  what  in  the 
event  of  a  divorce.  Of  course,  if  it's  latei 
shown  you've  hidden  assets,  the  prenup 
could  be  voided.  — M.B.G. 


Even  cold  rolled  steel  can 
have  a  heart  and  soul. 
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Its  ancestor,  the  Chrysler  C-300,  was  no  stranger  to  the  winner's 
circle.  Its  descendent  proudly  follows  the  family  tradition.  The  Chrysler 
300M— named  one  of  Car  and  Drivers  10  Best  for  the 
second  consecutive  year.  $29,815,"  fully  equipped. 
Call  1.800. CHRYSLER  or  visit  us  at  www.chrysler.com. 
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severance  package  he  began  negotiating  for  himself  when  he 
was  fired  in  the  spring  of  1998,  amid  a  sagging  stock  price 
and  criticisms  of  his  extravagant  corporate  lifestyle  (he  had 
the  company  buy  a  $24  million  private  jet).  Since  the  sever- 
ance negotiations  were  completed  after  the  divorce  became 
final,  he  says,  his  wife  is  not  entitled  to  a  penny  of  that 
payment. 

Mary  Jane's  lawyer,  New  Orleans-based  Peter  Buder,  says 
Edwin  cleverly  shifted  the  money  between  different  retire- 
ment plans  and  then  took  the  lump-sum  payment  without 
telling  Mary  Jane.  He  says  that  he  only  found  out  about  it 
when  he  subpoenaed  documents  from  Entergy.  Butler  also 
fumes  that  Edwin  Lupberger  is  building  a 
SI. 4  million  house  on  property  the  pair 
owned  together  in  Crested  Butte,  Colo.  In 
all  he  says  his  client  deserves  $2.5  million 
of  the  lump-sum  payment  and  at  least 
S600,000  for  the  Colorado  property. 

Confronted  on  the  witness  stand  about 
the  property  in  the  Rockies,  Edwin  Lup- 
berger cried.  He  complains  that  he  has  it 
much  worse  than  GE  Capital's  Gary  Wendt. 
"My  case  is  different.  They'd  been  married 
30-odd  years.  She  helped  him  build  his  ca- 
reer. This  woman  didn't  do  anything.  I  was 
CEO  when  she  married  me." 

He  dismisses  his  ex's  allegations  that 
she  contributed  to  his  career  by  quitting 
her  decorator's  job  in  order  to  travel  with 
him  and  entertain:  "She  had  a  good  time, 
she  had  a  great  ride.  She  got 
on  the  rocket  right  after  it 
took  off,  and  she  got  off 
right  before  it  crashed  into 
the  ground.  She  got  the  best 
of  it."  A  judge's  decision  is 
expected  in  early  August. 

In  New  York  State  the  courts  are  tapping  another  pot  of 
money — the  value  of  careers.  With  the  economy  strong,  says 
Martin  Randisi,  a  valuation  expert  in  St.  James,  N.Y.,  "hus- 
bands say,  'Let  me  have  a  good  time  and  party.  I've  got 
plenty  of  money  to  pay  my  wife  off,  let  me 
get  out  of  it.'" 

Divorcing  lawyers  and  doctors  have  long 
been  subject  to  having  their  licenses  and 
practices  valued.  Awards  have  been  made  to 
wives,  for  instance,  who  worked  to  put  their 
husband  through  law  or  medical  school. 
The  value  calculation,  deemed  "enhanced 
earnings  capacity"  (see  chart),  involves  look- 
ing at  how  the  moneyed  spouse's  earnings 
grew  over  the  course  of  the  marriage  and 
then  projecting  a  future  value  to  it.  That 
vahw  ied  up  based  on  the  non- 


working  spouse's  contribution  to  the  working  spouse's 
reer.  A  common  award  is  20%  or  so  of  the  value  of  the  licer 
as  well  as  a  share  of  the  professional  practice. 

These  days,  however,  New  York  State  courts  allow  the  < 
reers  of  investment  bankers  and  other  Wall  Street  types  to  1 
valued.  And  exes  typically  demand  50%  of  future  earnings' 

This  could  get  expensive.  What  if  you  get  divorced  twic 
What  if  each  ex  claims  half  your  paycheck? 

That  hasn't  happened  (as  far  as  we  know),  but  the  ha 
gling  gets  really  complicated  when  dual  careers  are  involved 
One  case  in  New  York  reveals  the  valu-    R0Cky  Mountain  lo 
ation  maneuverings  of  a  trader  and  his         Edwin  Lupberge 


I  "This  woman  didn't  do  anything. 
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Into  the  Pool 


An  example  of  how  courts  value 
a  career.  The  bottom  line  is  split 
based  on  nonworking  spouse's 
contribution  to  ex's  career. 


Current  salary 

$150,000 

Salary  at  marriage 

50.000 

Salary  difference 

100.000 

S alary  after  taxes 

60.000 

Projected  years  te  retirement       x  10 

Total  enhanced  salary 

600.000 

Present  value 

486.000 

Source.  Rand  Consulting  Group 


stockbroker  wife.  Each  had  worked  for  five  or  so  years  befo 
they  got  married.  Seven  years  later  they  decided  to  get  a  j 
vorce.  His  earnings  grew  from  $300,000  a  year  at  the  time 
the  marriage  to  $2  million  at  the  end;  hers  grew  fro 
$400,000  to  $2.5  million. 

Sounds  roughly  equal,  right?  Except  d 
husband  is  claiming  he  helped  build 
wife's  career.  He's  demanding  his  wife  p 
him  half  of  her  "enhanced  earnings  capa 
ity,"  on  the  theory  that  the  stock  tips 
passed  along  were  behind  the  phenomer 
growth  in  her  clientele.  The  case  has  ke 
three  valuation  experts  busy — his,  hers ; 
a  neutral  one  for  the  court.  A  decision 
expected  in  a  few  months. 

Hey,  look  at  the  bright  side.  A  deca< 
ago  your  crummy  stock-option  pis 
wouldn't  have  been  worth  fighting  over. 
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One  provider  for  Defined  Benefit. 
Mother  for  Defined  Contribution. 
I  Ins  ,i  In  cute  kind  of  retirement 
ii£  could  make  benefits  managers 
about  quitting.  I  lie  alternative? 
CKiNATot.il  Retirement  Services. 
-tier  fullv  integrated  solutions, 
itegr.u ion  of  Defined  Benefit, 
^lefmed  C  ontribution.  Nonqualified 
.m d  Diseounr  Brokerage  Services; 
Simplified  administration,  and  easy 
ariicipant  access.  All  this  helps  von 


locus  on  the  big  picture.  Nor 
how  many  voiccmails  from  providers 
\  ou   have  to  return.  For  more 
about  the  programs  that  benefit  vou 
and  vour  employees,  log  on  to 

www.cigna.com/benefits 


CIGNA. 

A  Business  of  Caring. 
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CHILD'S  PLAY 

How  to  turn  your  kids  into  little 
investors  instead  of  big  consumers. 

By  Deborah  Orr 

SPENDING  MONEY  COMES  NATURALLY  TO  KIDS.  SAVING 
doesn't.  But  with  a  nudge  in  the  right  direction  most 
kids  show  a  surprising  aptitude  for  the  basics  of  invest- 
ing— especially  when  it  involves  their  own  money. 

David  Brady,  who  comanages  the  Stein  Roe  Young  In- 
vestor Fund,  often  receives  from  his  underage  clients  such 
sage  advice  as:  "Sell  McDonald's  and  buy  Cisco."  Or  another, 
who  warns  him:  "Since  I  am  a  kid  and  don't  have  a  lot  of 
money,  I  have  learned  to  invest  in  products  without  commis- 
sions." Lucky  for  Brady,  his  fund  carries  no  load. 

Helping  your  kids  invest  can  serve  two  broad  purposes: 
the  obvious  one,  saving  toward  college,  travel  or  some  other 
big-ticket  item,  and  the  more  subtle  aim  of  raising  financially 
literate  children.  But  in  your  children's  eyes  there  is  another 
reason  for  learning  how  to  manage  money:  Kids  like  the  re- 
sponsibility. Just  ask  Ian  Michael  Lash,  a  13-year-old  investor 
and  winner  of  Stein  Roe's  an- 
nual essay  contest,  who  manages 
his  own  portfolio  with  the  help 
of  his  grandfather:  "When  we 
were  talking  about  saving  money 
for  college,  I  was  the  only  one  in 
my  fifth-grade  class  who  knew 
about  the  stock  market,  mutual 
funds  and  bonds.  It  made  me  feel 
like  I  was  a  really  cool  kid." 

What  to  do  first? 

■  Start  by  offering  a  few  concrete 
examples  of  basic  investing  con- 
cepts, like  compounding.  Try 
this  one:  Did  you  know  that  if 
you  started  saving  $1  a  day  when  you  were  10,  you  would 
have  $367,000  by  the  time  you  were  65  (assuming  an  8%  an- 
nual return)? 

That's  the  good  news.  The  bad  news:  In  order  to  save 
enough  for  four  years'  tuition  at  a  private  college  that  same 
10-year-old  would  have  to  put  away  $1,559  a  month. 

■  Open  a  savings  account.  Check  first  to  make  sure  your  bank 
doesn't  charge  a  fee  for  accounts  that  fall  below  a  certain  min- 
imum. A  $500  minimum  and  a  crummy  interest  rate  are  typ- 
,cal "  ;  sa>  ings  accounts.  Your  bank  may  offer 

I  ioss  leader.  If  it  doesn't, 
daughter  puts  in 


$100,  you  put  in  $900;  you  match  withdrawals,  too.  At 
times  10%  of  the  balance  belongs  to  her  (for  fun);  90%  is  s 
aside  for  college  tuition.  Put  your  withdrawals  into  a  mutu 
fund  account  designated  for  college  only. 

■  Rather  than  give  your  child  more  spending  money,  offer 
match  whatever  portion  he  or  she  saves  instead — a  sort 
40l(k)  plan  for  minors. 

■  Play  a  stock-picking  game,  like  the  one  offered  on  Web  si 
Ask  Jeeves  for  Kids.  Putting  together  a  pretend  portfol 
won't  do  much  to  pay  college  bills,  but  it  can  be  instructiv 
As  P.J.  Berg  discovered  when  his  Greenwich,  Conn,  fift 
grade  class  entered  a  stock-picking  contest  sponsored  by  tl 
local  paper,  "Stocks  can  be  very  weird."  His  group  finishe 
in  the  cellar,  but  P.J.  is  undeterred.  Says  he,  "We  invested  for 
five-month  period.  But  if  we  had  left  our  money  in  for  tj 
years,  we  would  probably  have  earned  enough  to  buy  all  eig 
ofusBMWs!" 

■  Buy  mutual  funds.  The  Stein  Roe  Young  Investor  Fund  h, 
a  $100  minimum  (mandatory  monthly  deposits  of  $50)  an 
an  annual  expense  of  1.2%.  Investors  receive  an  owner 
manual,  an  activity  book,  profiles  of  companies  in  the  fix 
and  a  chance  to  pose  questions  to  the  chief  executives 
portfolio  companies.  And  they  occasionally  write  in  wi 

their  own  stock  picks. 

Brady  owns  familiar  nam 
like  General  Electric,  Cisco  at 
Apple  Computer;  he  keeps  t 
bacco,  alcohol  and  casino  con 
panies  out. 

■  Buy  stock.  Don't  expect  squea 

of  joy  if  you're  passing  out  sha 

certificates  at  holiday  time.  B 

wait  until  the  mail  starts  comin 

Kids  don't  get  much  snail  ma 

so  when  official-looking  e 

velopes  start  to  arrive,  they  n 

tice — especially  the  dividei 

checks.  You're  better  off  wi 

your  shares  in  a  street  name  (held  by  a  brokerage);  for  the  ki 

go  for  the  pieces  of  paper  and  the  dividend  checks. 

A  12-year-old  won't  understand  much  of  what  is  in  tl 
annual  reports  and  proxy  statements  but  is  perfecdy  capab 
of  grasping  the  idea  that  owning  stock  means  owning  part 
a  company  and  its  profits.  As  C.  Michael  Fisher  Jr.  of  W: 
mington,  Del.  wrote  in  a  sixth-grade  essay,  "Most  kids  tod; 
think  they  have  to  become  a  professional  sports  player  to  b 
come  rich,  but  I've  learned  that  Bill  Gates  became  the  riche 
man  not  just  by  being  the  president  of  Microsoft  but  by  owi 
ing  Microsoft  stock." 
Well  put,  Mikey. 


II  1-800-OK-CANON,  or 

,it  us  at  www.usa.canon.com 
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printer  or  copier. 


^  ■  You  can  stand  in  front  of  your  black-and-white  copier  all  day  long  and  never  get  it 

to  output  in  color.  You  can  stand  in  front  of  your  color  printer  and  never  get  it  to 

deliver  the  laser  crisp  text  of  a  black-and-white  machine.  But,  walk  up         JM^fthe^above^ 
to  Canon's  new  imageCLASS  C2100  printer,  and  you  get  both.  Or,  maybe  you'd  prefer  to  sit.  After  all,  the 
imageCLASS  C2100  works  right  from  your  desktop  with  virtually  any  platform. 
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KNOW  HOW 


IMAGEANYWARE""  is  a  service  mark  of  Canon  U.S.A..  Inc  IMAGECLASS  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  ©  2000  Canon  USA..  Inc. 


The  current  rally  is  neither  unprecedented  nor  disconnected  from 
economic  gains.  Alas,  neither  would  a  crash  be  unprecedented. 

STOCKS  AND 
THE  ECONOMY 
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By  Peter  Brimelow 

ALT  SAMUELSON,  NOBEL  LAUREATE  ECONOMIST,  ONCE  FAMOUSLY 
quipped:  "Wall  Street  indexes  predicted  nine  out  of  the  last  five  re- 
cessions." There's  something  in  it  (see  chart).  But  Samuelson  made  his 
quip  in  1966 — right  when  the  great  Kennedy-Johnson  economic  ex- 
pansion was  beginning  to  run  into  inflationary  trouble.  And  in  fact  the  mar- 
ket did  reflect  this,  with  a  series  of  breaks  unrelieved  by  a  major  rally.  Simi- 
larly, the  back-to-back  expansions  of  the  past  two  decades,  unusually 
prolonged  by  historic  standards,  have  been  associated  with  rallies  that,  to 
some  degree,  anticipated  the  good  times.  Not  all  exuberance  is  irrational. 

But  while  the  recent  rallies  are  historic,  they  are  not  completely  un- 
precedented. The  August  1921 -September  1929  rally  is  still  the  biggest  on 
record  in  the  U.S.  (394%  versus  304° o  for  October  1990-JuIy  1998).  However, 
there  was  a  comparable  rallv  way  back  at  the  end  of  the  Civil  War,  from  Oc- 
tober 183"  to  April  1864    2~2"o). 

The  greatest  bull  market  we  have  records  for:  London,  October 
1706-June  1720  (729%).  From  October  1974  to  October  1987  Japan  saw  a 
694°o  gain. 

Alarming  thought:   Both  of  these   rallies  were   followed  by 
enormous  crashes:  -83%  in  London,  from  June  1720  to  September 

2;  -64°o  in  Tokyo,  from  December  1989  to  July  1995.  The 
1929  Wall  Street  crash  is  still  the  record,  however:  -86%  from 
September  1929  to  June  1932.  F 


Research:  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute, 
lndutnapolis.edwinrQiwdson.org.  Graphics  DAVID  LADA  — 
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The  SIP  500  is  used  for  stock  market  fluctuations  starting  in  1871  various  historical 
methodologies  are  employed  to  measure  movement  of  U  S  stocks  prior  to  that  year  A 
bull  or  bear  market  is  defined  as  a  gam  or  loss  of  I5S  or  more  Pre-1857  recession  data 
not  available.  Sources  Global  Financial  Data  ovww.g/oba/fmdara  com>  (stock  market 
cycles)  National  Bureau  Research  (business  cycles) 
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If  it's  new  and  it's  got  wheels,  chances  are 
it  came  from  Southern  California.  People  here 
aren't  just  content  to  walk;  they'd  rather  pedal, 
skate  or  scoot. 

Maybe  it's  great  weather  that  inspires 
Southern  Californians  to  design  so  many  ways 

^e   Prius   hybrid   „efc/ 
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V°'a  ■  design    center.  ^ 


to  get  out  and  about.  Or  maybe  it's  the  wide- 
open  spaces.  Whatever  it  is,  innovation  is  no 
stranger  to  the  roads  and  pathways  of  this 
beautiful  corner  of  the  world. 

It's  probably  no  coincidence,  then,  that  the 
design  for  the  world's  first  mass-produced  hybrid 
vehicle  was  developed  in  Southern  California. 
In  Newport  Beach,  to  be  precise,  at  Toyota's 
futuristic  North  American  design  center,  known 
as  Calty. 

Here,  a  team  of  designers  created  the  look 
that  is  turning  heads  in  the  U.S.  and  overseas, 
for  Toyota's  breakthrough  alternative  fuel 
vehicle,  the  Prius. 

Calty  is  part  of  Toyota's  global  network  of 
operations.  It's  a  network  that  includes  facilities 
in  26  countries  and  provides  jobs  and  growth 
in  communities  around  the  world. 

Here  in  the  U.S.,  Toyota  directly  employs 
more  than  27,000  individuals.  In  fact,  more 
than  half  the  Toyotas  sold  in  America  are  built 
by  Americans,  using  many  U.S.  parts. 

Local  investment  helps  Toyota  develop 
vehicles  that  are  suited  to  the  special  needs  of 
the  communities  where  we  do  business.  It's  not 
such  a  radical  idea,  even  if  sometimes  the  results 
may  seem  that  way. 


TOYOTA  People  Drive  Us 
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Stocks  &  Bonds 


OLD  ECONOMY  VERSUS  NEW  ECONOMY,  IN  A  SU 

HENRY  BLODGET 

DEBATES  J 


By  James  M.  Clash 


TWEIGHT  BOUT  BETWEEN  REPRESENTATIVES  OF  THE  TWO: 


EMY  GRANTHAM 


MUCH  HAS  BEEN  MADE  OF 
the  differences  between  the 
sizzle  of  the  New  Economy, 
replete  with  Internet  splen- 
dor, and  the  languishing  of 
the  Old  Economy,  with  its  bricks  and 
mortar  stodginess  and  boring  value 
orientation. 

Who  better  to  debate  the  subject  than 
New  Economy  Merrill  Lynch  analyst 
Henry  Blodget,  34,  famous  for  his  outra- 
geous— but  surprisingly  accurate — 
Amazon  price  predictions  a  few  years 
ago,  and  value-oriented,  Old  Economy 
money  manager  Jeremy  Grantham,  61, 
of  Boston's  Grantham,  Mayo,  Van  Otter- 
loo  &  Co.? 

We  put  them  together  at  FORBES  in 
early  May  to  duke  it  out.  Following  are 
edited  excerpts. 

FORBES:  We've  all  heard  about  the  new  para- 
digm, where  valuations  don't  seem  to  matter 
much.  What  do  you  guys  think? 

Blodget  I  think  valuations  matter,  but 
less  in  the  big-bang  stage  of  an  industry 
where  you  have  few  metrics  to  get  com- 
fortable with.  But  as  an  industry  starts  to 
mature,  as  some  of  the  early  sectors  of 
the  Internet  are  now,  it  starts  to  matter 
more,  and  you  need  to  get  a  better  han- 
dle on,  say,  Yahoo  and  what  it  could  earn 
in  three  years. 

I  think  the  mistake  a  lot  of  investors 
made — certainly  I  made  it  initially — was 
to  be  too  conservative  about  how  quickly 
this  industry  could  grow,  about  how 
much  commerce  would  move  online.  So 
early  estimates  for  companies  like  Yahoo 
were,  in  retrospect,  ludicrously  conser- 
vative. Yahoo  was  actually  cheap  when  it 
?  came  public,  selling  at  four  times  1999 
"  earnings.  Now  the  question  becomes: 
1  Can  you  still  have  that  at  current  valua- 
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tions,  when  Yahoo  is  a  $70  billion  company,  where  then  it 
was  just  a  $  1  billion  company? 

We've  come  out  of  a  big-bang  period,  where  investors 
have  been  willing  to  fund  anybody  with  a  business  plan.  The 
recent  pull-back  in  the  market  is  probably  going  to  temper 
that  enthusiasm.  At  the  same  time,  we've  gone  into  a  period 
where  it's  become  much  more  competitive  because  there  are 
so  many  companies.  The  combination  is  leading  to  a  pretty 
brutal  shakeout  in  which  valuation  is  going  to  become  a  lot 
more  important.  I  think  you'll  see  probably  75%  of  these 
companies  disappear.  They're  definitely  overvalued,  and 
they'll  either  be  merged  or  fail. 

You  can  look  at  the  impact  of  the  Internet  on  the  econ- 
omy in  a  couple  of  ways.  You  can  go  sector  by  sector  and  say 
okay,  what  is  the  Internet  likely  to  do  to  each?  In  some  sec- 
tors, it's  disruptive — it  totally  changes  the  way  business  is 
done  and  creates  a  huge  headache  for  the  incumbents.  In 
other  sectors,  it's  more  an  extension  of  business,  another 
channel.  But  we  still  think  that  for  the  really  good  companies 
with  long-term  franchises  there  is  an  upside  in  valuations.  I 
think  some  of  the  big  dot-coms  will  be  fast-growing  for  the 
next  ten  years.  They  have  a  very  good  runway.  I  think  Yahoo 
and  AOL-Time  Warner  can.  We  still  think  Amazon  has  a  long 
way  to  go. 

Grantham:  Of  course  valuations  matter.  It's  a  question  of 
degree.  Some  [of  the  Internet  companies]  will  turn  out  to  be 
good,  most  will  be  useless.  But  focusing  on  individual  com- 
panies encourages  people  to  look  at  one  or  two  Yahoos  and 
conclude  that  the  sum  [of  all  Internet  companies]  can  be 
equally  impressive.  The  sum  [at  the  end  of  February]  was 
$1.2  trillion  [combined  market  cap  for  the  Net  sector,  de- 
fined to  include  Cisco  and  AOL]  against  a  negative  $2.5  bil- 
lion in  earnings.  I  believe  80%  of  these  companies  will  cease 


not  the  other  way  around.  You  try  and  justify  why  you  hav 
an  enormously  high  price,  and  the  arguments  of  a  new  econ 
omy  that  were  so  prevalent  in  1929,  the  mid-1960s  and  agaii 
now,  follow. 

I've  got  to  read  you  Andrew  Smithers  from  the  Evenin 
Standard  (Mar.  13):  "It's  not  easy  to  make  a  rational  case  fo 
buying  shares  that  have  gone  up  a  lot  unless  there  is  som 
new  information  to  justify  the  price  rise.  But  all  too  often  th 
only  new  information  is  that  the  share  price  has  risen.  If  fun 
managers  don't  buy  shares  that  have  already  shot  up,  the 
fear  they  will  underperform.  If  they  do  and  the  marke 
crashes,  they  fear  they  will  be  blamed  for  recklessness.  Ther 
is  thus  a  huge  new  demand  for  excuses.  The  fund  manager' 
biggest  need  today  is  for  reasons  to  justify  the  unreasonable 
Supply  has  risen  to  meet  this  demand.  The  number  of  irra 
tional  arguments  around  must  be  approaching  a  worl 
record.  The  moral  is  simple:  If  you  want  to  invest,  don't  b 
rational,  and  if  you  want  to  be  rational,  don't  invest." 

Blodget:  I  think  it's  important  to  remember  with  stock 
like  Yahoo  and  AOL  that  have  been  recently  added  to  the  S& 
500,  the  benchmark  for  a  lot  of  professional  money  manager; 
that  they  have  the  potential  to  go  up  100%  or  200%  in 
given  period.  AOL  was  up  300%  two  years  ago — 100%  las 
year — and  Yahoo  had  pretty  much  the  same  performance 

You  have  extraordinary  risk  if  you  do  not  buy  them  an 
are  benchmarked  [to  the  S&P  500].  So,  we  can't  look  at  each  c 
these  stocks  in  a  total  vacuum  on  a  pure  discounted  cash 
flow  basis.  Because  relative  performance  is  important,  and 
lot  of  money  managers  unfortunately  underperform  th 
benchmark  because  they  missed  the  Internet. 

In  terms  of  declaring  it  a  bubble  and  saying  it's  insanity  t 
put  money  in,  you  have  to  bear  in  mind  where  we  are.  Be 
cause  in  1996,  1997  and  1998  that  was  the  wrong  argumen 


I  Grantham:  "The  Internet  sfocksrmarket 
I  cap  sum  of  $1.2  trillion  represents 
I  a  negative  $2.5  billion  in  earnings." 


to  exist,  and  that  the  total  value  15  years  from  now  will  be 
hard-pressed  to  be  $1.2  trillion,  and  will  probably  be  less. 

The  Internet  is  a  destroyer  of  costs,  which  is  beautiful. 
One  ot  the  costs  it's  destroying  is  profits.  It's  the  biggest  re- 
vealer  of  prices.  Industries — from  insurance  to  ball-bear- 
ings— that  have  made  lots  of  money  selling  to  people  who 
pay  a  little  more  than  they  have  to  will  be  squeezed.  People 
can  now  find  all  the  information  they  need,  including  price 
disclosure.  Insuranc  mies  will  have  their  profits 

squeezed.  Ball-bearing  manufa  hirers  will  have  their  profits 
•>qiK  mous  beneficiaries. 

ses  in  each  oi  the 
>fthe  ."'On,  wed  the  bubbles, 


You  missed  multibagger  stocks — in  the  case  of  Yahoo,  a  hur 
dred  times. 

You  can  buy  a  lot  of  stocks  that  go  to  zero  if  you  get  on 
that  goes  up  a  hundred  times.  So  I  just  think  it's  important  t 
have  a  sense  of  where  we  are  in  the  development  of  the  whol 
medium  when  you  make  the  judgment  that  a  stock  just  look 
too  expensive. 

Grantham:  I've  got  to  admit  it's  very  dangerous  not  to  bu 
v  U  and  Yahoo  and  so  on  in  a  benchmark  world.  But  that  h 
nothing  to  do  with  the  prudence  of  the  investment.  That 
just  the  craziness  of  benchmarking  returns. 

I'll  quote  another  favorite,  [John  Maynard]  Keynes.  F 
was  a  sophisticated  money  manager.  He  ran  money  for  h 


The  world's  largest  source  of  mortgage  funds  is  becoming 
le  of  the  world  S  largest  e-business  companies. 

You  know  Fannie  Mae  as  the  largest  source  of  funds  for  home  mortgages.  The  private  company  with  the 
public  mission  to  expand  the  dream  of  homeownership  for  millions  of  working  families. 

What  you  probably  don't  know  is  that  right  now  Fannie  Mae  is  among  the  world's  largest  e-businesses. 
Last  year  alone,  we  conducted  about  $170  billion  in  business  through  our  proprietary  e-business  network. 
Now  we  are  moving  all  of  our  business  services  to  the  Internet,  enabling  us  to  do  $300  -  $400  billion  of 
business  online  each  year.  Which  explains  why  we're  among  the  world's  largest  e-businesses. 
Fanniemae.com.  It's  how  we  do  business.  Period. 
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college.  And  he  had  no  illusions  about  how  hard  value  invest- 
ing is  as  opposed  to  getting  a  jump  on  the  gun:  "He  who  tries 
to  pick  long-term  value  stocks  must  surely  lead  much  more 
laborious  days  and  run  greater  risks  to  his  career  than  he  who 
tries  to  guess  better  than  the  crowd,  how  the  crowd  will  be- 
have. Human  nature  desires  quick  results.  There  is  a  peculiar 
zest  in  making  money  quickly.  It  is  the  long-term  investor 
who  will,  in  practice,  come  in  for  the  most  criticism.  If  he  is 
successful,  that  will  only  confirm  the  general  belief  in  his  rash- 
ness and,  if  in  the  short-run  he  is  unsuccessful — which,  of 
course,  is  very  likely — he  will  not  receive  much  mercy." 


how  an  average  annual  performance  for  a  major  markei 
index,  they  have  not  looked  back  at  history. 

The  Nasdaq  has  been  a  very  strong  performer  for  severa 
years,  but  last  year  was  wildly  out  of  balance.  So  you  have  it 
look  at  a  sector  this  volatile  from  a  distance,  and  expect  th< 
volatility  to  be  there.  My  guess  is  that  things  have  changed  < 
bit;  we  are  in  much  more  of  a  rising  interest  rate  environ 
ment.  The  economy  is  steaming  along  and  the  Federal  Re 
serve  seems  as  though  it  is  not  willing  to  save  the  market.  It 
willing  to  slow  the  economy  down.  The  fundamentals  of  thi 
technology  sector  are  still  very  strong,  but  the  Internet  secto 


IBIodget:  "The  Nasdaq  is  still  up  40% 
year  over  year,  an  extraordinary 
performance.  In  1999  it  was  up  83%." 


There  is  no  mercy  shown  to  people  who  don't  buy  Yahoo 
and  AOL.  But  that  is  no  rationale  for  [buying  them].  It  is,  in 
fact,  a  justification  for  running  along  with  the  crowd  and 
paying  30  times  earnings.  The  trouble  with  the  Internet  is  fal- 
lacy of  composition.  It  is  used  as  an  excuse  to  justify  30  times 
earnings  for  the  entire  S&P  500.  When  you  ask  people  why  are 
they  doing  that,  they  start  talking  about  Yahoo  and  AOL  But, 
of  course,  in  total  the  S&P  is  approximately  a  claim  on  the  en- 
tire U.S.  economy.  And  it's  30  times  earnings. 

Blodgct:  I'd  gladly  buy  Yahoo  for  30  times  earnings.  I  wish 
1  could.  |  It  sells  at  340  times  earnings.] 

Is  the  Nasdaq  crash  the  beginning  of  a  real  bear  market? 

Blodgct:  The  pull  back  And  the  speed  with  which  it's  hap- 
pened has  been  brutal.  However,  the  Nasdaq  is  still  up  40% 
over  |  the  past  |  year,  an  extraordinary  perfol  maiice.  In  1999  it 
was  up  83%.  Unfortunately,  if  investors  expect  thai  is  some- 

The  Case  for  Value      


is  maturing. 

Grantham:  The  week  before  the  crash,  our  model  on  th< 
Nasdaq  showed  it  trading  at  half  price  for  decades.  So  th 
model  has  no  dramatic  understatement.  It  didn't  hit  fai 
price  until  1995  on  that  model. Then  it  proceeded  to  ris< 
steadily  and  blew  off  in  a  classic  bubble  to  3.5  times,  at  whicl 
point  we  concluded  it  needed  a  70%  decline  to  get  to  fai 
value.  ( )f  course,  if  it  stops  at  fair  value  it'll  be  the  first  time  ii 
history.  And  that's  for  the  88%  of  the  Nasdaq  that  has  earn 
Lngs  we  can  get  our  teeth  into. 

We  basically  believe  that,  from  their  highs,  the  S&P  500  wi 
decline  50%;  the  Nasdaq,  70%;  and  the  nonearnings  Nasdaq 
80%.  The  safest  thing  to  say  is  sooner  or  later.  The  great  bea 
markets  do  not  hurry.  They  have  often  had  precipitous  declin 
phases.  But  basically  the  1929  peak  didn't  really  bottom  unti 
1945.  The  1972  peak  didn't  bottom  until  1982.  And,  incidental!) 


These  charts  show  a  New  Economy  Nasdaq  way  overvalued  and  Old  Economy  S&P  stocks  way  undervalued. 


Nasdaq  composite  as  percent  of  fair  market  value 
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Relative  valuation  of  Old  Economy  stocks'  compared  with  the  S&P  500 
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No  energy  company  is  better 
at  turning  hamburger  into  steak. 


Lots  of  energy  companies  use  a  coking  process 
in  their  refineries.  At  Conoco,  we  found  a  way  to 
make  more  money  with  ours.  We  get  more 
enriched  products,  like  gasoline,  diesel  fuel  and 
specialty  coke,  out  of  a  barrel  of  crude  oil  than 
anyone.  And  less  of  the  bottom-of-the-barrel  kind 
of  by-product,  such  as  residual  fuel  oil  and  asphalt. 

Everyone  seems  to  agree  that  this  new 
method  works  so  well,  they  want  to  get  in  on  the 
action.  One-third  of  our  competitors  have  licensed 
our  technology.  And  countries  from  Venezuela 
to  Kuwait  to  Malaysia  are  seeking  to  raise  the 


value  of  products  made  from  their  crude  oil. 

We  try  to  stay  one  step  ahead  of  the  competi- 
tion all  over  the  world.  We  were  the  first  to  launch 
ultra-deep  water  drillships,  and  struck  oil  by  going 
to  places  in  a  way  no  one  else  could  We  planted 
more  than  a  million  eucalyptus  trees  in  Venezuela, 
providing  a  vital  cash  crop  for  the  people  who  live 
near  our  120,000-barrel-a-day  project.  And  we 
converted  our  tanker  fleet  to  double-hulls  16  years 
ahead  of  schedule,  proving  we  know  how  to  reach 
our  goal  of  "getting  to  the  future  first" 

When  it  comes  to  valuable  innovations,  we  cook. 


(conoco) 

Think  big.  Move  fast. 


www.conoco.com 
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in  those  ten  years,  the  S&P  was  down  close  to  40%  in  real  terms. 

The  Japanese  market  may  not  have  even  bottomed  now, 
ten  years  later;  from  40,000,  it's  now  18,000.  In  real  terms, 
there's  no  guarantee  that  this  is  the  low.  This  is  typical.  So  it 
isn't  that  I  fear  a  quick  market  break.  What  I  fear  is  a  slow  re- 
version to  more  sensible  pricing  where  stocks,  in  general — 
including  the  Internet  thrown  in — can  return  6.5%  real. 
[That  implies  a  price  of]  17  times  earnings. 

Incidentally,  I  poll  professional  money  managers  infor- 
mally at  conferences  with  the  simple  question:  "Hands  up, 
those  who  believe  that  the  P/E  on  the  S&P  500  will  not  reach 
17.5  some  time  in  the  next  ten  years?"  You  know  how  many 
people  put  their  hands  up?  None.  I  have  done  this  now  seven 
times,  and  finally  I  got  one  person  out  of  maybe  600  to  stick 
his  hand  up.  Second  question  I  ask:  "How  many  people  be- 
lieve that  profit  margins  will  not  retreat  from  their  1965  and 
1998  peaks  of  7.2%  on  sales  back  towards  the  5%  average?" 
Nobody. 

Professionals  believe  that  P/E  will  get  to  17.5,  against  the 
long-term  average  of  14.  And  when  you  put  that  down  and 
work  it  through,  you  have  a  major-league  bear  market. 

Where  do  each  of  you  have  your  own  portfolios  invested? 

Grantham:  I  have  mine  invested  exactly  the  way  I  advise 
my  clients:  REITs  (including  timber),  23%;  emerging  equity, 
20%;  emerging  debt,  5%;  and  the  rest  in  government  bonds, 
predominantly  inflation-protected  ones  which  yield  4.3%. 
No  credit  risk.  No  inflation  risk. 

REITs  are  at  the  greatest  aberration  of  my  career — a  25% 
discount  to  the  capital  value  of  the  property.  The  property 
values  are  about  at  replacement  cost  now.  Not  surprisingly, 
that  gives  them  an  8.5%  yield  protected  against  inflation  by 
rents,  which  tend  to  rise  with  inflation.  Even  a  mild  recession 
does  not  get  to  REITs. 


in  a  world  where  people  are  losing  tons  of  money.  This  is  < 
unique  bubble.  Most  bubbles,  like  Japan,  put  you  in  a  situa- 
tion where  you  can't  make  money  anywhere.  Golf  clut 
memberships  are  a  million  bucks.  Even  Van  Goghs  are  selling 
at  $80  million.  Bonds  are  terrible,  stocks  are  terrible,  every 
thing's  terrible.  This  is  not  like  that.  We  have  a  lot  of  sensibl 
asset  classes. 

Finally  I  own  timber,  my  favorite  long-term  asset  class 
It's  the  only  commodity  that's  beaten  inflation  in  real  term 
for  centuries.  Most  competent  managers  can  get  you  8%-to 
10%  real  return  in  timber. 

How  do  you  buy  if? 

Grantham:  You  have  to  go  to  one  or  two  of  the  timbe 
REIT's — Plum  Creek  is  one — or  go  to  institutional  manager 
who  will  handle  $500,000  pieces. 

Blodget:  My  portfolio  also  is  consistent  with  what  I  an 
telling  clients  with  regard  to  technology  and  the  Internet  sec 
tor.  Less  than  half  is  in  the  equity  markets — 40%  equities 
60%  in  stuff  I  hope  will  survive  a  nuclear  war,  or  the  scenari( 
Jeremy  has  laid  out.  And  20%  is  in  aggressive  equity,  which  i 
technology  related — and  5%-10%  in  the  Internet  sector. 

Do  you  have  anything  in  bonds? 

Blodget:  Some  of  that  60%  is  in  bonds.  But  not  directly. 

What  do  you  think  about  Amazon,  the  stock  that  made  you  f 
mous?  Is  it  a  buy  at  50%  off  its  high? 

Blodget:  If  you're  a  long-term  investor,  this  is  a  buying  op 
portunity.  In  retrospect,  we  were  right  about  the  revenu 
growth  but  wrong  about  the  bottom  line.  We  didn't  think  th 
company  would  have  to  invest  as  much  as  it  did  to  get  wher 
it  is  today. 

The  company's  focus  has  changed  over  the  past  si 
months,  from  hypergrowth  to  long-term  growth — noi 
they're  going  to  leverage  earnings  and  cash  flow  streams.  Ou 


I  Grantham:  "Nasdaq  will  decline  70%. 
I  The  safest  thing  to  say  is  sooner  or  later. 
I  The  great  bear  markets  do  not  hurry." 


Direct  property  is  not  quite  as  good  because  the  REITs  are 
a  25%  discount.  Fixed  income,  right  across  the  spectrum  in 
the  U.S.,  looks  perfectly  reasonable.  And  emerging.  If  you 
want  to  take  some  risks,  use  up  your  risk  units  in  emerging 
equity  and  emerging  debt.  We  like  Asia  here.  Emerging  debt 
has  about  a  15%  yield.  Emerging  equity  has  a  P/E  less  than 
half  of  the  U.S.  on  GNP  growth  rates  of  about  double.  You 
know,  however  much  of  a  new  era  person  you  are,  there's 
something  nice  about  ha\  ing  <  iNPs  grow  at  twice  the  rate  and 
at  half  the  price. 

Six  years  igo  emerging  ,  sold  at  a  premium  P/E  to 

the  U.S.  And  sooner  or  later  in  ten  years,  it'll  proba- 

nm  will  nv.i  tits  of  money 
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projections  get  Amazon  close  to  $1  of  free  cash  flow  in  a  cou 
pie  of  years.  We  think  they've  been  built  to  last;  they  have  on 
ot  the  best  management  teams  around,  and  they're  incer 
tivized  for  10-  to  20-year  performance,  not  next  year.  So  th 
is  one  of  the  companies  we're  comfortable  owning  over  th 
long  term. 

What  percent  of  your  portfolio  is  in  Amazon? 

Blodget:  I  have  about  1%,  the  most  I  have  in  any  on 
stock. 

We've  seen  such  large  increases  in  market  volatility  the  pa 
few  years.  Is  it  the  day  traders  or  something  else,  and  is  it  her 
to  stay? 

Blodget  Day  trading  has  certainly  accelerated  volatility.  It 
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tremendously  short-term  investing,  the  most  momentum- 
oriented:  Where  is  the  stock  going  to  be  in  ten  minutes?  My 
guess  is  that  if  we  go  into  a  sustained  bear  market  you  will  see 
a  great  sobering  of  the  day  trading  habit.  Investing  is  extraor- 
dinarily difficult,  and  that  is  why  even  few  professional  man- 
agers will  outperform  the  market. 

If  you  have  a  period  where  it's  easy,  and  if  all  you've  got  to 
do  to  win  is  have  the  guts  to  pull  the  trigger,  those  don't  tend 
to  last  very  long.  So  my  guess  is  if  we  have  a  secular  change 
here,  and  the  market  is  headed  down,  volatility  will  gradually 
decline. 

Grantham:  Volatility  is  a  symptom  that  people  have  no 
idea  of  the  underlying  value — that  they  have  stopped  play- 
ing the  asset  game.  They're  not  buying  because  it's  a  com- 
pany with  certain  attributes.  They're  buying  because  the 
price  is  rising.  People  are  playing  games  not  related  to  any 
concept  at  all  of  what  the  long-term  value  of  the  enterprise  is. 
And  they  know  it. 


Day  trading  has  obviously  exaggerated  the  problem.  It 
will  obviously  go  down  if  there's  a  drawn-out  bear  market, 
think  it  will  drop  to  20%  or  30%,  still  a  whole  lot  bigger  than 
it  was  years  ago.  The  technology  just  allows  for  it.  And,  in  a 
sense,  it's  an  easy  and  cheap  way  to  play  that  game. 

But  what  we're  going  to  have  is  so  many  broken  hearts 
because  the  expectations  for  individuals  now  are  15%-pluj 
growth  rates.  And  even  if  we  have  5% — let  alone  our  pro- 
jected minus  2% — returns  for  the  next  ten  years,  all  owner; 
and  investors  in  401(k)  plans — let  alone  the  day  traders — an 
going  to  feel  betrayed  by  the  system. 

The  great  propaganda  machinery  that  led  them  into  be- 
lieving that  this  was  real,  that  there  must  be  some  sman 
people  knowing  what  they're  doing,  is  the  curse  of  a  bul 
market.  Of  course,  the  market  is  crazier  than  the  Mad  Hat- 
ter in  frequency  intervals  every  30  or  40  years.  This  is  one  o 
them.  And,  of  course,  some  investors  will  be  very  badh, 
damaged. 


FINANCIAL  FANTASYLAND 

Investors  expect  another  decade  of 
17%  stock  market  gains.  That's 
ridiculous.  Try  7%.  Not  so  good  for 
your  retirement  portfolio,  eh? 

By  Scott  Woolley 

THIS  IS  ALL  ABOUT  THE  FALSE  SENSE  OF  FINANCIAl 
security  that  a  decade  of  18%  annual  market  return 
has  generated.  One  blissful  by-product  of  a  bull  marke 
is  it  chases  away  fears  of  an  underfunded  retirement.  Anothe 
is  the  sweet  dream  that  18%  returns  will  last  for  decades  t( 
come,  a  financial  perpetual  motion  machine. 

Even  hypervolatile  technology  stocks  haven't  shaken  th 
Pollyannas.  They  can,  after  all,  point  to  the  continued  re 
silience  of  the  broader  market.  Indeed,  the  April  market  crasl 
was  a  psychological  nonevent.  A  Gallup  poll  commissionec 
by  PaineWebber  taken  during  the  crash  found  that  the  aver 
age  stockholder  expected  returns  little  changed  from  before 
1 6.6%  per  year  over  the  next  decade. 

Younger  investors,  who  don't  remember  the  market' 
1970s  wilderness  years,  are  even  giddier.  The  April  unpleas 
antness  moved  the  under-40  set  to  lowering  their  estimate 
two  percentage  points,  to  a  still  sky-high  18.4%.  Investors  ii 
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PREPARE  YOURSELF  FOR  A  big,  bubble-bursting 
surprise.  Price-earnings  ratios  have  been  used  bv 
both  analysts  and  investors  as  a  basic  measurement 
tool  in  deciding  if  a  stock  is  undervalued  (has  a  low 
P/E)  and  should  be  bought  or  if  it  is  overvalued  (has 
a  high  P/E)  and  should  be  sold.  Yet,  factual 
analysis  of  each  market  cycle's  winning 
stocks  over  the  past  45  years 
shows  that  PE.  ratios  have  very 
little  to  do  with  whether  any 
stock  should  be  bought  or  not. 

DON'T    GET    US    WRONG. 

The  PE.  ratio  is  useful  when 
viewed  as  part  of  the  big  picture 
But,  like  most  things,  it  can  be  used 
for  good,  or  for  evil.  Now  let's  talk  evil 

HOW  PRICE-EARNINGS  RATIOS  are  misused: 
many  investors  feel  an  intoxicating  magic  in  the  air 
when  a  stock  sells  in  the  low  end  of  its  historical  P/E 
range.  The  stock  appears  to  be  a  bargain.  This  faulty 
"method"  dangerously  ignores  far  more  basic 
trends.  For  example,  the  direction  of  the  general 
market  often  dictates  the  movement  of  PE.  ratios. 

IS  THE  SACRED  COW  hamburger  yet?  Consider 
the  95  best  performing  small-  and  mid-cap  stocks  of 
1996  and  1997.  They  had  an  average  P/E  of  39  before 
they  raced  ahead  to  mouth-watering  gains.  (The 
S&P  joo's  P/E  during  that  period  ranged  from  18  to 
20.)  These  top  stocks  averaged  a  gain  of  421%  from 
their  buy  point  to  peak.  At  the  apex  of  their  rallies, 
their  PE.  ratios  grew  to  a  beefy  average  of  87. 

EVERYTHING  SELLS  FOR  WHAT  it's  worth  at  the 
time.  We  built  models  of  all  the  outstanding  stocks 
of  the  1990's  —  top  performers  like 
America  Online,  EMC 


WHEN  YOU 

1    a  cheap  stock, 
"the  market  has 


Microsoft,  Qualcomm,  Cisco  Systems  and  JDS 
Uniphase.  At  the  beginning  of  their  300%  to  2,000% 
advances,  the  median  RE.  ratio  weighed  in  at  48, 
and  later  expanded  to  more  than  200.  Of  course,  had 
you  been  bottom-fishing  for  low  RE.  ratios,  you 
would've  missed  every  single  one  of  these 
.  strong  companies  during  their  period 

^L        of  greatest  performance.  Ouch. 


A  TENDENCY  TO  GIVE 

LYOU  EXACTLY  WHAT 

YOU  PAID  FOR. 


USE  A  MORE  INTELLIGENT 

tool.  Like  Investor's  Business 
Daily.  It's  not  just  a  newspaper. 
It's  a  unique  research  tool 
designed  to  identify'  winning 
stocks  with  insightful  charts  and 
ratings  you  can't  find  anywhere 
else.  IBD  is  powered  by  a  proprietary 
database  containing  models  of  every  successful 
corporation  in  America  from  1953  to  the  present.  It 
collects  over  150  measurements  on  more  than  10,000 
companies,  every  day.  So  you  get  unbiased  analysis 
based  on  market  fact,  not  folklore. 

Who  has  time  for  "expert  opinions"  when  you  can 
use  proven  facts  to  make  money?  Call  for  your 
free  two-week  trial  subscription:  800.277.4785, 


You'll  also  benefit  from  concise,  no-nonsense 
articles  that  view  the  world  through  an  investor's 
lens.  Plus  many  other  idea-generating  features  like 
Internet  &  Technology,  to  understand  the  products 
and  issues  that  will  fuel  tomorrow's  market.  And 
"Where  the  Big  Money's  Flowing,"  to  know  what 
stocks  the  influential  funds  are  backing.  Inspiration 
waits  in  every  issue  of  IBD.  For  more  information, 
visit  us  at  www.investors.com.  The  opportunities  of 

a  lifetime  are  out  there. 
Now  find  them. 
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the  market  for  less  than  five  years,  re- 
gardless of  age,  reacted  similarly,  reduc- 
ing their  projection  two  points  to  20%. 

So  here's  the  Who  Wants  to  Be  a  Mil- 
lionaire retirement-planning  question: 
How  much  can  prudent  investors  realis- 
tically expect  over  the  next  decade  or  so? 

In  most  years  a  safe  bet  would  be 
whatever  stocks  tended  to  return  for  the 
last  century— just  over  10%  annually.  But 
the  past  few  years  are  atypical.  Over  the 
past  five  years  the  S&P  500  has  averaged 
26%  a  year,  to  where  this  index  is  now 
going  for  30  times  earnings,  or  double  the 
average  ratio  over  the  previous  century. 
Right  there  is  the  case  for  expecting,  over 
the  next  decade  or  so,  something  rather 
less  than  the  10%  long-run  average. 

Owning  stocks  is  going  to  be  very 
dull  over  the  next  10  to  15  years,  Warren 
Buffett  warned,  at  his  recent  Berkshire 
Hathaway  annual  meeting:  "[Expect]  returns  from  equities 
that  are  dramatically  less  than  most  investors  have  either  ex- 
perienced in  the  past  or  expect  in  the  future." 

What's  a  more  realistic  expectation?  Brace  yourself:  7%  is 
a  fair  number.  That's  the  disquieting  conclusion  of  an  article 
by  Thomas  Philips,  the  chief  investment  officer  at  Paradigm 
Asset  Management,  in  the  spring  1999  issue  of  Journal  of 
Portfolio  Management.  The  7%,  by  the  way,  is  before  taxes 
and  doesn't  subtract  inflation. 


When  the  market  is  hot,  investors  get 
cocky,  raising  their  estimates  of  the 
market's  long-term  ability.  When  it 
dips,  they  get  scared  and  the 
estimates  head  south. 
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the  BMW  dealership.  Change  the  portfc 
lio's  return,  though,  to  7%  and  . . .  oop 
You  need  to  save  $52,000  annually. 

Even  that  $52,000  figure,  moreove 
generously  assumes  that  all  your  savini 
are  tax-sheltered,  and  taxed  at  low  ratt 
during  retirement;  if  they  are  not  tf 
amount  you  need  to  save  increases. 

Want  to  be  really  depressed?  Cor 

template  the  possibility  that  the  ne: 

decade's  return  will  be  even  less  tha 

7%  a  year.  Plausible  scenario:  Earning 

double   over  the   decade  while   tr 

price/earnings  ratio  falls  in  half  (to  il 

long-run  average).  Stock  prices,  that  i 

go  sideways.  Then  your  return  froi 

stocks  bought  today  would  be  limited  t 

the  meager  dividends,  averaging  on 

2%  or  so  over  the  decade.  After  infh 

tion,  your  return  might  be  close  to  nil. 

The  greatest  bull  markets  often  fo 

low  market  slumps.  The  converse  is  also  true.  While  stocl 

do  not  move  in  any  neat  patterns,  the  historical  tendency  t 

revert  to  the  mean  is  unmistakable. 

What  about  the  contrary  argument,  that  the  bull  mark 
still  has  legs?  It  has  more  than  the  masses  of  naive  newcome 
believing  in  it.  James  Classman  and  Kevin  Hassett,  authors  i 
the  book  Dow  36,000,  predict  a  tripling  of  stock  prices,  wit 
the  price/earnings  ratio  hitting  100.  And  then?  They  too 
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lieve  that  the  market  will  enter  a  new  era  of  considerably  lowt 

How  Philips  gets  7%  is  complicated.  The  paper  argues  returns,  scarcely  better  than  what  you  would  get  from  bone 
that  it  is  possible  to  broadly  predict  the  market's  long- 
run  return  by  using  traditional  valuation  measures — 
mainly  price/earnings  and  price/book  ratios — and 
provides  a  novel  formula  for  arriving  at  a  ballpark  esti- 
mate. Back-test  his  formula  and  you'll  see  it  would 
have  given  a  good  picture  of  upcoming  returns 
throughout  the  past  century.  Philips,  by  the  way,  makes 
no  argument  that  a  formula  like  this  is  any  good  at  pre- 
dicting short-term  movements.  His  is  a  retirement  planning 
tool,  not  a  market  timing  tool. 

If  Philips  is  right,  plugging  16.6%  into  a  retirement  calcu- 
lator is  a  big,  big  mistake.  It  becomes  a  way  to  justify  saving  less 
and  splurging  on  that  new  BMW  today.  "Not  very  smart,"  says 
Tracy  Eichler,  an  investment  strategist  at  PaineWebber  who 
helps  oversee  the  firm's  investor  expectations  survey. 

Here's  the  math,  using  the  retirement  calculator  on  the 
National  Association  of  Securities  Dealers  Web  site.  To  illus- 
trate the  point,  say  you're  45  and  have  no  retirement  portfo- 
lio but  want  to  retire  in  20  years  with  .\n  annual  income  of 
$80,000  in  today's  dollars. 

[f  you're  going  to  eai  n  a  nift)  16.6%,  the  site  advises  you 
"ilvSll  n-  •  your $80,000 income 

telle  as  you  head  for 
324 


Buffett  to  investors: 
Returns  from  stocks  will 
be  dramatically  lower. 


So,  you  have  to  consider  the  possibility  that  Thorn. 
Philips  is  very  wrong,  and  that  people  shying  away  froi 
stocks  now  will  live  to  regret  it.  But  you  should  also  consid< 
the  possibility  that  Philips  is  right  and  Classman  is  wrong. 

It  is  evident  that  a  lot  of  Americans  are  not  thinking  vei 
seriously  about  the  possibility  that  Philips  is  right.  They  hav 
used  the  rising  market  as  .m  opportunity  to  save  less 
spend  more.  This  faith  in  the  market's  magic  properties  is  | 
big  reason  for  a  plunge  in  personal  savings  from  3.7%  ot  i 
come  in  1998  to  0.4%  now. 

Unless  that  rate  rises  dramatically,  tomorrow's  retire 
had  better  pray  there's  a  new  paradigm  allowing  the  stc 
market  to  duplicate  its  1990s  performance  for  anotfr 
decade.  The  only  other  option:  a  generation  of  America 
settling  m  for  some  low-rent  retirements. 


ON  A  CLEAR  DAY,  YOU  CAN  SEE 


THE  FUTURE  OF  YOUR  BUSINESS. 


Consulting  Services 

Ft  nan  cia  I  Pin  lining 

Performance  Management 

Technology  Services 

International  Services 

Information  Integrity 

Assurance  Services 


You  don't  need  a  crystal  ball  to  see  the  future  of  your  business.  You  just 
need  a  CPA.  With  their  insight,  knowledge  and  foresight,  CPAs  can  help 
you  achieve  top  performance  in  a  rapidly  changing  business  environment. 
They  see  the  openings  others  overlook.  They  see  the  ones  to  avoid. 
So  you  can  clearly  see  what's  ahead  for  your  business. 


The  CPA.  Never  underestimate  the  value? 
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Stocks  &  Bonds 


BONDS  VERSUS  FUNDS 

Can  you  trade  bonds  at  a  yield  spread  of  30  basis  points? 
If  you  are  not  sure,  or  don't  know  what  that  means,  don't 
trade  bonds.  Buy  a  bond  fund  instead. 

A  GOOD  CASE  CAN  BE 
made  for  dropping  all 
your  stock  funds  and 
owning  a  portfolio  of 
stocks  instead.  You  can  as- 
semble a  diversified  mix  at 
low  cost  and  you  can  take 
advantage  of  the  inevitable 
losers  by  culling  them  out 
of  the  portfolio  and  using 
the  capital  losses  on  your 
tax  return. 

What  about  bonds? 
Should  you  own  them 
through  a  fund  or  directly? 
Before  you  take  up  work  as 
a  do-it-yourself  bond  port- 
folio manager,  consider 
these  facts: 

■  Apart  from  U.S.  Trea- 
surys  and  issues  from  a 

handful  of  other  big  borrowers,  bonds  aren't  very  liquid 
Going  in  and  out  of  a  smallish  position  (say,  less  than  $1  mil- 


trade    will    cost    y< 
plenty,  in  the  form 
dealers'  markups  ar 
markdowns. 

It  still  might  ma 
sense  to  own  individi 
bonds  if  you  can  buy 
original  issue  and  if  y 
are  fairly  confident 
being  able  to  hold 
maturity.  Then  your  i 
turn  is  just  as  good 
that  of  an  institutioi 
holder. 

But  before  buying 
individual  bond  in  tc 
secondary  market,  take 
close  look  at  what  you  i 
losing  for  being  a  ret 
customer  rather  than 
institution.  When  te 
broker   quotes   you 
price,  get  the  yield  to  i 
turity.  Now  go  to  a  pr 
quote      service      (li 
Bloomberg)  that  shov 
the  institutional  bid/a 
spread   for  that  sar 
issue.  Find  the  yield  at  the  midpoint  of  this  institutional  spree 
How  does  your  yield  compare  with  that  one?  If  it's  30  ba 

lion)  in  non-Treasurys  can  cost  you  a  bid/ask  spread  often      points  or  more  shy  of  the  institutional  price,  you're  better  i 

more  than  1%  of  the  money  you  are  investing.  a  bond  fund. 

■  You  can  buy  well-run  bond  funds  that  cost  only  30  basis  Even  if  your  yield  give-up  is  only  10  basis  points,  you 
points  (hundredths  of  a  percentage  point)  in  annual  over-      still  be  better  off  with  the  fund.  You  might,  after  all,  end 
head.  So,  even  if  you  trade  very  efficiently,  owning  directly     selling  only  halfway  to  the  bond's  maturity.  (Do  you  know  t 
can't  save  you  a  large  amount.                                                    acdy  what  you  will  be  doing  12  years  from  now?)  You  will : 

■  Unlike  stocks,  individual  bonds  (at  least,  the  high-grade      nicked  again  on  the  price,  and  you  will  have  had  only  a  sh< 
ones)  don't  have  a  lot  of  independent  price  movement,      while  to  earn  back  these  trading  losses. 
You're  not  going  to  have  a  year  when  your  General  Electric 
bonds  are  way  up  and  your  U.S.  Treasury  bonds  go  way 
down.  So  there  is  not  as  much  opportunity  as  there  is  with  a 
stock  portfolio  to  cherry-pick  for  tax  losses. 

It  interest  rates  move,  of  course,  the  whole  bond  market 
will  swing  up  or  down.  It  rates  go  up,  your  fixed  income 
portfolio  crashes.  Take  a  tax  loss  to  make  Uncle  Sam  share 
your  pain.  If  you  own  id  bond  fund,  that  tax  trade 

costs  nothing  to  exc  >ut  of  the  Fidelity  Spartan  In- 

termediate Municipal  In  A  switch  into  the 

d  Intcrmediate-'Ri  tempt.  If  you  own  in- 

»ugh,  tha  and-out  tax 


Bond  Fund  Sampler 


A  balance  between  performance  and  low  expenses  makes 

all  these  funds  Best  Buys. 

Aiwa 

Assets     expens 

Fund  Type  ($mil)     per$l( 


Dodge  &  Cox  Income 


corporate 


$1,001       $0.47 


Northeast  Investors  Trust 


junk 


1.591        0.61 


USAA  Tax-Exempt-Long-Term      municipal 


1.902        0.36 


Vanguard  GNMA 


mortgage-backed      12.240        030 


Vanguard  Long-Term  Treasury       Treasury 


1.172        0.27 


Source  Upper  Inc 
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An  easier  way  to  organize 
all  your  investments. 

The  T.  Rowe  Price  Asset  Manager  Account 


•  More  than  1,000  no-load  funds 

including  T.  Rowe  Price,  Scudder, 
Vanguard,  and  Janus 

•  New  money  market  PLUS  services: 

Unlimited  no-minimum  checkwriting 
VISA9  Gold  ATM  &  Check  Card 

•  One  monthly  investment  statement 

•  Ability  to  trade  stocks  and  bonds 


With  the  Asset 

Manager  Account.  ^■■■■■■■■■■1 

you  can  simplify  your  portfolio  management. 
With  a  single  phone  call  to  T.  Rowe  Price,  you 
can  invest  in  stocks,  bonds,  75  T.  Rowe  Price 
funds,  and  more  than  1,000  other  no-load 
funds  from  Scudder,  Vanguard,  Janus, 
and  others. 

See  all  your  holdings  on  one  statement. 

Think  about  all  the  paperwork  you  receive 
from  various  mutual  fund  companies.  Our 
monthly  statement  summarizes  and  consoli- 
dates all  your  household  accounts — individually 
and  jointly  registered  accounts,  taxable 
accounts,  and  IRAs — into  just  one  envelope. 


Spend  more  time 
managing  your  invest- 
ments and  less  time  managing  the  process. 

The  Asset  Manager  Account  streamlines  your 
money  management  and  investment  process 
by  organizing  your  holdings  in  one  place  for 
easy  access. 

So  now  you  can  spend  less  time  keeping  track 
of  your  accounts  and  more  time  researching 
your  options  and  making  sound  investment 
decisions. ..which  is  what  investing  with  confi- 
dence is  all  about. 

$10,000  minimum  investment  ($1,000  for  IRAs). 


ROWE  PRICE 

ET  MANAGER 
ACCOUNT 


For  a  free  Asset  Manager 
Account  Information  Kit 
including  a  prospectus, 
call  toll  free  24  hours: 

1-877-200-5503 

www.troweprice.com/ama 


Invest  With  Confidence' 

T.RoweRice 


information,  including  fees  and  expenses,  read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services.  Inc   VISA  is  a  registered  trademark  of 
L.  Inc.  •  AMA053999 
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Stocks  &  Bonds 


BRINGING  HOME 
THE  PORK  BELLIES 


Commodity  prices  are  rising,  but  not 
all  that  glitters  is  gold. 

By  Brendan  Coffey 

WHY  WOULD  ANYONE  IN  HIS  RIGHT  MIND  OWN 
commodities?  They  have  been  in  a  bear  market  for 
most  of  the  last  two  decades.  Of  the  23  most  fre- 
quently traded  commodities  on  U.S.  futures  markets,  12  hit 
their  decade  low  points  in  the  past  18  months. 

There  is  only  one  good  reason  to  own  these  things,  and 
thai  is  to  hedge  against  a  run-up  in  inflation.  Put  5%  of  your 
investment  portfolio  into  commodities,  recommends  Merrill 
Lynch  strategist  David  Bowers,  as  protection  against  the  day 
when  inflation  returns  and  your  bonds  (and  probably  most 
el  killed. 

ould  go  long  a  commodity 


index.  Or  you  could  pick  and  choose  futures  on  individui 
commodities. 

Let's  consider,  first,  the  index  approach.  You  would  g 
long  one  or  more  contracts  of  either  the  Goldman  Sach 
Commodity  Index,  traded  on  the  Chicago  Mercantile  Ex 
change,  or  the  Bridge/Commodity  Research  Bureau  Inde> 
traded  on  the  New  York  Board  of  Trade.  The  Goldman  inde 
currently  has  a  contract  size  of  $55,000,  about  right,  unde 
the  Bowers  formula,  for  someone  with  a  $1  million  financk 
portfolio.  The  most  conservative  way  to  make  this  kind 
trade  would  be  to  put  up  the  entire  amount  in  your  com 
modities  trading  account,  with  almost  all  of  the  sum  in  th 
form  of  Treasury  bills  on  which  you  would  pocket  the  inter 
est.  (The  futures  broker  will  typically  require  that  at  least 
few  thousand  dollars  of  your  earnest  money  be  in  the  forr 
of  cash  on  which  you  get  no  interest;  this  is  one  of  the  wa> 
the  brokers  cover  their  costs.)  Note  that  even  if  a  positio 
isn't  sold,  the  cash  portion  of  your  deposit  will  need  to  be  p« 
riodically  adjusted  to  cover  gains  and  losses. 

What  about  commissions?  A  round-trip  trade  on  a  sing 
contract  will  run  you  $50  or  so  with  a  discount  broker.  R< 
member  that  the  most  liquid,  easy-to-trade  contracts  are  th 
ones  only  a  few  months  from  maturity,  so  you  will  have  t 
roll  over  the  contract  several  times  a  year  if  you  want  to  kee 
it  open  indefinitely. 

The  other  possibility,  suitable  for  those  who  spend  the 
vacations  at  casino  tables,  is  to  buy  and  sell  futures  on  ind 
vidual  commodities. 

Our  experts'  guess:  Energy  has  ha 

its  run-up,  so  there's  little  upside  lef 

When  oil  hit  a  12-year  low  of  $10.35  o 

the  New  York  Mercantile  Exchange  i 

December  1998,  the  Organization  < 

Petroleum  Exporting  Countries  gc 

motivated  to  limit  production.  The  uf 

shot:  a  surge  to  $34  in  March.  Nov 

though,  the  price  has  drifted  down  t 

$28,  partly  because  the  cartel  doesn't  want  to  stifle  cu; 

tomers'  economies  and  provoke  a  backlash  against  them 

may  go  as  low  as  $25.  Heaven  forbid  people  stopped  drivir 

sport  utility  vehicles. 

Metals,  usually  the  favorite  commodity  of  investor 
aren't  likely  to  see  much  growth  in  the  coming  months.  Cui 
rently  trading  at  $270  an  ounce  on  the  New  York  Mercanti 
Exchange,  gold  faces  an  oversupply  problem:  15  Europea 
central  banks  plan  to  reduce  their  bullion  stocks  in  comin 
years  by  selling  to  the  open  market.  Silver  is  no  better  off";  i 
price  tracks  gold's.  Copper  is  a  big  metal,  yet  would  be  bad' 
damaged  in  a  housing  slump. 

That  leaves  agricultural  commodities.  Asian  demand 
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PUNCTURE-RESISTANT.  RIP-RESISTANT. 


Nothing    protects   all   the 
things  you  send  like  Tyvek® 
Envelopes.   That's   because 
Tyvek*  Envelopes  are  not  paper. 
They're  made  of  Tyvek*  -  a  practically 
indestructible  material  that's  stronger  than   paper, 


and  amazingly  lighter,  too.  In  fact,  Tyvek* 
Envelopes  are  rip-resistant,  puncture-resistant  and 
water-resistant,  with  a  distinctive  look  and  feel 
that  makes  them  stand  out  from  all  other  mail.  And 
when  you're  sending  something  important,  that's 
exactly   what   you   want   your   envelope   to   be. 


Tyvek  Envelopes.  Protect  What's  Inside.     (jjUPQlfD 


Tyvek*is  a  DuPont  registered  trademark    Only  DuPont  makes  Tyvek®     1 -800-44-TYVEK® 
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recovering  and  the  U.S.  boom  is  continuing.  Add  in  the  pos- 
sible ending  of  the  decade-long  spell  of  good  weather  in  the 
U.S.  and  Brazil,  which  portends  smaller  crops  and  higher 
prices.  But  do  remember  the  comparison  to  the  casinos:  A 
few  good  rainstorms  could  wipe  out  the  expected  Midwest 
drought. 

Then  there  are  pork  bellies.  A  buoyant  economy  and  a 
backlash  against  cholesterol-minded  pu- 
ritanism  mean  Americans  are  both  bring- 
ing home  the  bacon  and  ordering  it  on 
their  fast  food.  After  hitting  a  five-year 
low  of  32  cents  a  pound  last  summer, 
pork  bellies  are  trading  over  SI.  Maybe 
more  action  is  to  come.  If  history  is  a 
guide,  demand  won't  peak  until  August. 

Sugar  benefits  from  Asia's  economic  rebound.  Also,  a  frost 
devastated  China's  sugar  cane  crop  in  December  1999.  Pro- 
jections are  that  Brazil,  the  world's  dominant  sugar  exporter, 
will  produce  20%  less  this  year.  Reasons:  a  late- 1999  drought 
and  soaring  oil  prices,  which  are  diverting  sugar  cane  to  pro- 
duction of  ethanol,  a  widely  used  fuel  in  Brazil.  If  world  sugar 
(that  is,  sugar  not  produced  or  consumed  in  the  U.S.)  climbs 
from  6.5  cents  a  pound  today  to  8  cents  by  early  2001,  one 
New  York  Board  of  Trade  contract  would  appreciate  S  1,680. 

The  grain  bulls,  among  them  John  A.  Scoville  at  Chicago 
brokerage  Price  Futures  Group,  say  wheat  could  explode  to 


$4.20  per  bushel  from  a  recent  $2.60  on  the  Chicago  Board 
Trade.  Other  drought  beneficiaries  are  corn  and  soybeans 
A  few  notes  on  trading.  Look  at  your  investment  by  t 
total  value  of  the  contract  you  buy,  not  by  the  minimi 
amount  of  margin  cash  you  put  up.  You  can  lose  much  m 
than  the  margin.  Buy  much  less  than  your  account  equ 
would  permit  you  to.  Above  all,  be  cognizant  of  the  risky 


Agricultural  commodities 
have  the  best  upside 
potential.  Forget  the  rest. 


ward  ratio,  regardless  of  contract  size. 

Next,  prepare  to  give  one- third  to  one-half  your ' 
to  the  tax  collectors.  Most  contracts  are  held  less  than  a 
so  they're  taxed  as  ordinary  income,  not  at  the  20%  capi 
gains  rate.  It's  too  dicey  to  buy  a  contract  of  13  months 
more  and  the  liquidity  is  terrible  on  the  far-out  contracts. 

Lastly,  don't  invest  and  walk  away.  Pay  attention  to  ex 
ration  dates.  If  you  don't  close  a  contract  out  in  time, 
wind  up  owning  a  bunch  of  corn  or  bacon  at  a  warehoi 
and  having  to  hire  a  broker  to  sell  it  on  your  behalf  at  a  dt 
loss.  Or  else  develop  a  very  big  appetite. 


HEDGING  YOUR  BETS 


are  a  few  ways  to  protect  yourself  from  a  wild  market. 


gage  financier  hit  a 
week  low.  With  the  st( 
.  »  r         i       i  i  at  a  recent  $60.25,  you  < 

Options  aren  t  just  tor  the  hotshot  Wall  Street  crowd.  Here  sitting  on  a  $5,875, 

24%,   gain.  You   do 
want  to  sell  just  yet  a 


By  John  Gorham 

DO  THE  RECENT  MARKET  SWINGS  HAVE  YOU  LYING 
awake  at  night?  Put  options  may  help  you  rest  easier. 
Normally  thought  of  as  a  tool  for  speculators,  options 
can  also  be  used  to  control  risk. 

Of  course,  using  options  to  hedge  your  stock  positions — 
especially  in  a  whipsaw  market  like  today's— comes  at  a  price. 
The  more  volatile  a  stock  is,  the  costlier  its  options  become. 
First,  some  basics.  Options  are  the  right  to  buy  or  sell  a 
security  or  commodity  at  a  predetermined  price  over  a  de- 
fined period  of  time.  Options  on  stocks  and  stock  indexes  are 
traded  on  the  Chicago  Board  Options  Exchange,  as  well  as 
the  Philadelphia,  American  and  Pacific  exchanges.  They 
come  in  two  forms:  puts  and  calls.  The  owner  of  a  put  has 
the  right  to  sell  a  security  at  a  given  price  to  the  investor  who 
sold  the  put.  The  i  I  has  the  right  to  buy  a  secu- 

rity from  the  call  s  ice. 

The  simplest  way  to  >ckis  buying  a  put.  I  et's  sa) 

■e  prescient  enoug  x  ught  500  shares  o\  Fan- 

&48  kofthehome-mort- 


miss  out  on  any  remaining  upside.  But  you  do  want  to  prot 
your  profits  if  the  stock  sinks  again. 

Elliot  Spar,  options  strategist  at  Gruntal  &  Co.,  recoi 
mends  in  this  case  buying  five  Fannie  Mae  December  60  } 
contracts,  each  an  option  on  100  shares  of  stock.  These  p 
entitle  you  to  unload  shares  on  the  put  seller  anytime  1 
tween  now  and  December  at  a  price  of  $60  a  share.  For  th 
puts  you  would  have  recently  paid  $6.25,  or  a  total  of  $3,1 
plus  commissions. 

These  puts  are  "at  the  money" — meaning,  the  str 
price  of  $60  is  very  close  to  the  current  price  of  the  Fam 
Mae  shares.  Rut  let's  say  you  own  puts  with  a  strike  pric 
$70  on  the  Fannie  Mae  stock.  That  put  would  be  "in 
money" — meaning  that  it  could  be  exercised  for  an  im 
diate  profit  ol  $9.75  by  forcing  the  stock  at  $70  into 
hands  of  whoever  wrote  that  put.  ( Whether  a  put  ow 
would  be  wise  to  cash  in  such  a  put  immediately  is  anot 
matter.)  A  Fannie  Mae  put  with  a  strike  of  $50,  on  the  o 
hand,  is  said  to  be  "out  oi  the  money."  Such  a  put  is 
from  worthless,  but  it  wouldn't  be  exercised  today  with 
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.'E   ARE    NOW   FULLY   STOCKED 

WITH    STOCKS. 


At   Morningstar.com,    we   have    stocks    covered.         up  and  coming,  and  our  exclusive  stock-grading 
That's   because   our   stock  analysts   go   further        system  that   gives   you   our   unbiased    take   on 


than  a  simple  report  on  what's 
happening  in  the  market.  We 
dissect  the  day's  stories  and 
uncover  new  insights.  We  help 
investors  get  a  deeper  understanding 
of  the  stock  market  each  and 
every  day.  Because  we  always  tell 
it  like  it  is  -  with  Quicktake® 
Reports  on  over  7,500  stocks,  an 
IPO  center  to  keep  track  of  what's 
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gives  you  in-depth  analysis 
on  the  stocks  that  move  the 
markets.  And  best  of  all,  since 
Morningstar.com  doesn't  sell 
stocks,  we'll  never  spin  our  coverage 
to  put  you  in  a  buying  mood. 
So  before  you  invest,  investigate. 
At  Morningstar.com. 
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this    is   the   surge   econom  e   more   business    is   condensed 

seconds  than  used  to  get  done  in  a  day.  and  the  only  constant  is  change, 
in  the  surge  economy,  the  only  way  to  thrive  is  to  be  flexible,  intel  provides 
technology  that  keeps  your  options  open,  makes  your  business  agile, 
doesn't  consume  your  bottom  line,  from  mission-critical  servers  and  powerful 
workstations,  to  innovative  networking  and  communications  solutions, 
to  state-of-the-art  internet  data  centers,  intel  makes  the  technology  that 
makes  you  ready  for  anything,  because  in  the  surge  economy,  long-term 
business   plans   are  en   in   stone,   they're   e-mailed   every   monday 

morning,  (j  Mutions  for  the  surge  econom;  ->  zom/c  ") 
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stock  trading  $10  higher. 

One  more  note  on  termi- 
nology. A  put  or  call  that  is  in 
the  money  is  said  to  have  an 
"intrinsic  value"  equal  to  the 
amount  that  it  is  in  the 
money.  The  remaining  worth 
of  an  option  is  said  to  be  its 
"time  value" — the  value  cre- 
ated by  the  possibility  thai  the 
stock  could  make  a  big  move 
in  the  right  direction  before 
the  option  expires.  Out-of- 
the-money  options,  lacking 
intrinsic  value,  have  a  worth 
derived  entirely  from  their 
time  value. 

The  mathematics  of  op- 
tions is  fairly  complicated,  but 
two  things  all  option  traders 
know  instinctively:  The  longer 
the  time  to  expiration,  or  the 
more  volatile  the  stock,  the 
more  the  option  is  worth. 

Back  to  the  Fannie  Mae  sit- 
uation. By  buying  a  put,  you 
are  buying  insurance  against  a 
retreat  in  the  stock's  price. 
What  are  you  getting  for  your 
insurance  policy?  Let's  assume 
that  at  expiration  your  Fannie 
Mae  stock  has  risen  to  $65  a 
share.  The  gain  on  your  stock 
position  would  be  $16.50  (not 
counting  dividends  or  com- 
mission costs)  less  the  outlay 
for   the   option    ($6.25),   or 

$10.25.  That's  still  a  19%  return  on  your  combined  invest- 
ment ($48.50  for  the  stock  plus  $6.25  for  the  put).  But  that's 
less  than  the  34%  you  would  have  earned  without  buying  the 
option. 

Now  assume  thai  the  stock  has  fallen  to  $40  a  share  on 
expiration.  You've  locked  in  a  $60  selling  price — a  $5.25 
spread  to  your  total  cost.  Your  profit:  $2,625,  or  9.5%.  Com- 
pare thai  with  the  18%  decline  on  your  investment  if  it  had 


When  do  you  buy 
puts?  When  you 
think  the  under- 
lying stock  price 
could  fall  further. 


stock  really  tanks,  a  few  bud 
of  call  premium  will  scarce 
leave  you  whole. 

Let's  say  you  bought  50 
shares  of  IBM  at  $95  for  a  tot. 
investment  of  $47,500.  Wit 
the  stock  recently  at  $104.5 
you  think  it  has  plateaued. 
this  case,  Spar  recommenc 
selling  a  July  120  call  trading 
$2.63.  You  sell  five  call  cor 
tracts.  Total  income  from  tl 
sale  before  commission 
$1,312.50. 

Selling  a  call  caps  your  ga 
on  the  stock.  For  example, 
IBM  is  above  $120  at  expin 
tion,  the  stock  will  be  calk 
away  from  you,  unless,  prior  1 
your  stock  being  assigned,  yc 
buy  back  the  call.  If  IBM  stoc 
at  expiration  ends  up  belo 
$120,  the  call  option  expir 
worthless  and  the  $2.63  is  pu 
profit.  That  extra  income  e 
fectively  lowers  the  cost  bas 
for  the  original  stock  inves 
ment  in  IBM  to  $92.38,  offe 
ing  a  limited  cushion  against 
price  decline. 

When  should  you  sell  ca 
and  when  should  you  buy  pu 
on  stocks  you  own?  Sell  ca 
when  you  think  the  underl 
ing  stock  is  likely  to  stay  at 
current  price  or  declii 
slightly.  Buy  puts  when  yc 
think  the  stock  could  fall  further. 

There  are  plenty  of  twists  to  these  two  strategies.  A  popi 
lar  one  is  the  "cashless  collar,"  where  the  owner  of  a  stoi 
sells  covered  calls  and  uses  the  proceeds  to  buy  puts.  Th 
creates  a  predetermined  downside  and  upside  to  the  po< 
tion.  Other  strategies  include  buying  options  on  indexes  li 
the  S&P  500  or  the  Nasdaq  100,  useful  for  hedging  whole  poi 


folios  rather  than  individual  stocks.  And  there  are  plenty 

been  left  unhedged.  At  this  point  the  holder  can  either  sell  or  tax  complexities.  When  doing  a  cashless  collar,  for  examp 

exercise  the  put.  striking  the  options  too  close  to  the  stock  price  may  triggei 

Then  there  are  call  options.  People  who  buy  these  things  capital  gains  tax  on  the  underlying  stock. 
are  often  speculative  bulls.  But  they  aren't  only  for  bulls.  Sound  confusing?  It  is.  A  good  place  to  start  is  tl 

Conservative  inves  ors  sell  calls,  against  stocks  that  they  al-  CBOE's  Web  site  (www.cboe.com),  which  offers  a  bas 

reads  own.  The  name  for  one  of  these  strategies  is  covered  primer,  market  data  and  option  prices,  and  an  options  ca 

call  writing.  Essential!)  )  ■  >u're  selling  the  right  to  have  your  culator.  Online  brokerage  sites  like  E-Trade  and  Ameritrac 

iy<  I  using  the  income  as  a  limited  as  well  as  Bloomberg  terminals  also  have  analytics  and  pri 

T' because,  if  the  information. 
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Stocks  &  Bonds 


BETTER  THAN 
NOTHING 

Yes,  you  have  recourse  against  a 
rogue  broker  who's  playing  hanky- 
panky  with  your  investments.  But 
just  don't  expect  miracles. 

By  Tomas  Kellner 

IN  1994  DONNA  AND  CONRAD 
Dermit  of  La  Habra,  Calif,  lost 
$103,000,  the  bulk  of  their  life 
savings,  when  a  stockbroker 
talked  them  into  investing  in 
wildly  inappropriate  unregistered 
oil  drilling  deals.  Four  years  later 
they  filed  a  complaint  that  went 
to  an  arbitration  panel.  The  arbi- 
trators were  impressed.  They 
awarded  the  Dermits  $1 17,000, 
which  included  interest  and 
costs.  Victory?  Sort  of.  The  el- 
derly couple  ended  up  with  only 
$60,000.  The  broker  paid  just 
$90,000,  of  which  $30,000  went 
to  the  Dermits'  lawyer. 

This  is  considered  a  good  re- 
sult from  the  country's  system  of 
mandatory  arbitration  of  broker 
disputes,  touted  by  the  securities 
industry  as  an  efficient  and  fair 
way  of  dispensing  justice  outside 
the  courts.  On  some  levels  it  is. 
Claimants  won  61%  of  the  1,150 
arbitration  cases  decided  last 
year.  (Brokers  who  made  claims 
against  former  customers  ac- 
counted for  5%  ol  the  1998 
total.)     Arbitration     is     also 
cheaper  than  litigation. 

But  don't  think  you'll  ever 
get  all  your  money  back  from  a  bum  broker.  The  average  net 
award,  before  legal  and  other  fees,  is  around  60%  of  the  orig- 
inal investment.  Punitive  awards  are  infrequent.  And  even  if 
you  win,  smaller  brokerages  sometimes  fold  without  pa)  big. 
The  problem  of  rogue  brokers  is  real  enough.  The  \'a- 
vunties  Healers,  the  industrv  self-reg- 


ulatory group,  has  gotten  as  many  as  6,000  new  complaint 
every  year  since  the  mid-1990s.  Ever  since  a  1987  U.J 
Supreme  Court  ruling,  nearly  all  brokerages  require  client 
to  agree  to  mandatory  arbitration — and  to  waive  their  rigr 
to  the  courts — if  they  get  into  a  dispute  with  their  broker. 

Most  arbitration  claims  involve  one  of  two  charge: 
churning,  when  a  broker  trades  your  holdings  just  to  genei 
ate  commissions,  and  unsuitability,  when,  as  in  the  Dermit 
case,  your  money  ends  up  in  an  investment  too  risky  for  voi 
If  a  broker  has  simply  made  bad  picks,  and  he's  adhered  t 
your  investment  wishes,  you're  out  of  luck. 

These  cases  move  moi 
quickly  than  court  cases  but  sti 
take  a  year  on  average  to  resolvi 
Under  NASD  arbitration,  bot 
sides  get  to  pick  a  panel  of  thre 
people — including  a  brokera§ 
industry  representative  and  a 
attorney — to  hear  evidence  an 
render  a  decision.  The  balance  j 
view  explains  why  decisions  ten 
to  be  some  sort  of  compromi< 
between  opposing  stances.  0 
cut  costs  NASD  is  experimentir 
with  using  just  one  arbitrator- 
but  it  won't  be  easy  finding  car 
didates  perceived  by  both  Wa 
Street  and  retail  customers  i 
neutral.)  The  proceeding  is  moi 
informal  than  a  court  tria 
whose  strict  rules  of  evidence  ai 
tossed  out  the  window.  The  fine 
ings  are  binding  and  can't  be  ap 
pealed,  unless  you  or  the  broke 
age  are  claiming  a  fundament 
unfairness. 


he  average  arbitration, 
award,  before  fees,  is  about 
60%  of  the  invested  sum. 


That's  what  Bear  Stearns  is  contending  in  Los  Angel^ 
federal  court.  It  is  trying  to  overturn  a  $2.5  million  awar 
against  it  won  by  clients  of  a  now-jailed  con  artist  who  kej 
an  account  at  Bear  Stearns  in  the  mid-1990s.  The  brokeraj 
claims  it  shouldn't  be  held  responsible  for  the  broker 
actions. 
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^5^' 


Chardonnay 
Worldwide 

1998  International 
Wine  6c  Spirits  Competition 
(London) 

1995  Gallo  o/  Sonoma  Estate  C  naraonnay 

At  tnis  renowned  competition, 
wines  from  over  40  countries 

were  blind  tasted  by 
international  judges  including 

30  Masters  of  Wine. 


LLO       S  O  NOM  A 

SONOMA    COUNTY 

Qfcarcfonnay 


nut 


lnv£stmeiiLGiiifia 


The  cost  of  filing  a  complaint  can  be  hefty.  Here's  a 
breakdown. 

The  typical  filing  fee  is  $300,  with  a  $1,125  hearing  de- 
posit, according  to  Jeff  D.  Ferentz,  a  securities  lawyer  in  New- 
port Beach,  Calif.  An  expert  witness  often  runs  north  of 
$2,000.  Most  lawyers  accept  cases  on 
contingency,  meaning  they  take  a  sizable 
clip  from  the  final  award.  Fresh  law 
school  grads  may  take  25%  of  the  sum 
while  veterans  regularly  ask  for  40%. 
You  could  pay  by  the  hour,  but  at  $225 
to  $650,  few  clients  choose  that  option. 

There's  also  something  called  Sim- 
plified Arbitration,  which  covers  cases 
with  losses  of  less  than  $30,000.  Costs 
here  are  usually  no  more  than  $2,000. 

If  it's  any  consolation,  regulators 
have  toughened  supervision  of  rogue 
brokers  in  recent  years.  NASD  now  re- 
ports information  on  disciplinary  ac- 
tions, criminal  convictions,  settlements 
of  $10,000  or  more  and  bankruptcies.  It 
is  available  at  www.nasdr.com. 

The  best  way  to  protect  your  investment  is  to  look  for 
warning  signs.  Here  are  a  few  tips  on  spotting  some  of  the 
most  common  violations: 

Churning:  High  turnover  rate  is  the  telltale  sign. 
Turnover  rate  is  the  ratio  of  the  total  costs  of  purchases  over 


The  best 
way  to 
protect  your 
money: 
Look  for 
warning 
signs,  like 
churning. 


a  period  of  time  divided  by  the  average  net  investment.  Ai 
annualized  turnover  rate  greater  than  2  means  excessive  trad 
ing  might  be  taking  place.  A  rate  of  6  is  considered  conclusive 
of  churning. 

Unsuitability:  Look  for  risky  investments,  such  as  obscun 
limited  partnerships.  Watch  out  whei 
your  broker  asks  you  to  invest  in  some 
thing  that  is  neither  registered  with  th 
SEC  nor  sponsored  by  his  firm. 

Margin  trading:  A  broker  can  len< 
you  money  to  buy  stock,  as  much  a 
50%  of  a  stock's  value  at  the  time  o 
purchase.  Brokers  have  been  known  t< 
falsify  account  applications  to  inflat 
a  client's  net  worth,  income  and  mar, 
ket  experience  to  get  him  a  margh 
loan  higher  than  is  appropriate.  Tha 
means  he  can  sell  the  client  more  stock 
producing  fatter  commissions  an 
more  interest  income  for  his  firm.  I 
your  statement  keep  a  close  eye  on  th 
size  of  your  margin  loan  and  intere 
payments. 

Unauthorized  trading:  Double-check  your  monthly  ac 
count  statement  and  the  confirmation  slip  mailed  to  yo 
within  three  days  after  a  trade  takes  place.  If  you  see  stock 
you  didn't  order,  call  your  broker  immediately,  or  better,  th 
office  manager. 


THE  CRUSADE 

AGAINST 

SMOOTHING 

The  SEC  is  on  the  warpath  against 
companies  that  artificially  even  out 
their  quarterly  earnings.  But  smart 
investors  know  better  than  to  be  fooled. 


By  Dan  Seligman 

Till  SECURITIES&  i  JOCHANGE COMMISSION  HAS  LATELY 
unleashed  unremitting  attacks  on  managed  earnings — 
a  practice  that  mainl)  involves  smoothing  them  out  to 
show  steady  progress,  rather  than  a  lot  of  quarterly  ups  And 
downs.  It  isn't  at  all  cl  nvestors  would  be  better  off  if 

the  commission  scored  some  victories  in  this  particular  cru- 
sade. But  they  had  bet!  i  ired.  If  the  commission  gets 

um  lor  earnings  pie- 
do. 


When  he  gets  carried  away,  SEC  Chairman  Arthu 
Levitt  has  argued  that  smoothing  threatens  the  integrit 
of  our  financial  reporting,  and  could  lead  investors  t 
give  up  on  common  stocks  and  go  elsewhere.  That  sa 
nario  is  rather  fanciful.  But  Levitt's  colleagues  hav 
weighed  in  with  similar  language.  SEC  Commissions 
Norman  S.  Johnson  declared  in  a  speech  that  the  coir 
mission's  "top  enforcement  priority  will  be  financij 
fraud,  and,  in  particular,  the  problem  of  managed  earr 
ings."  Levitt's  current  funding  request  asks  for  a  12%  ir 
crease,  in  part  so  that  the  agency  "can  continue  focusin 
on  earnings  management  practices." 

What's  peculiar  is  the  mismatch  between  all  th 
rhetoric  and  the  commission's  actions  on  earning 
management.  The  practice  has  a  long — one  might  almo: 
say  proud — history  in  corporate  America.  Take  Harold  Gt 
neen.  A  prototypical  earnings  manager,  he  ran  ITT  for  1 
years  (1959-77),  during  which  the  company  reported  earr 
ings  increases  for  58  .consecutive  quarters.  It  was  widel 
assumed  that  this  streak  depended  on  a  certain  amour 
of  gray-area  fiddling  with  the  numbers,  but  Geneen  w 
nevertheless  rated  a  business  genius,  not  a  fraud.  And  i 
retrospect,  this  rating  seems  fair  enough.  ITT  was  in  fa 
growing  steadily  during  his  years,  and  investors  were  n< 


He's  proud  his  company 
[low  offers  customer 
service  online. 

Doesn't  know  customers  are  frustrated 
>ecause  his  new  online  service  isn't 
:onnected  to  the  call  center.) 


ustomer  loyalty  is  won  or  lost  by  how  you  manage  all  the  ways  your  customers  interact  with 
)ur  company.  Genesys'  interaction  management  solutions  let  you  seamlessly 
itegrate  your  voice  and  online  customer  services.  To  see  how  you  can  provide  a  more  positive 
jstomer  experience  every  time,  visit  www.genesyslab.com  or  call  1-888-GENESYS. 
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being  misled  about  the  big  picture. 

Some  of  our  classiest  companies  today  manage  earnings. 
John  C.  Bogle,  founder  of  Vanguard,  recently  gave  a  talk  on  the 
subject  to  the  New  York  Society  of  Securities  Analysts  in  which 
he  observed  that  Microsoft,  General  Electric  and  American 
Express  were  all  smoothers.  Aligning  himself  with  the  SEC, 
bogle  professed  to  be  alarmed  by  the  spectacle,  and  did  not 
address  the  question  he  had  inferentially  raised:  If  managed 
earnings  are  such  a  threat  to  the 
market,  how  come  those  most 
widely  suspected  of  it  have  done  so 
well  with  investors?  And  if  it  is  such 
a  godawful  problem,  why  is  the  SEC 
all  talk  and  no  action? 

To  be  sure,  the  commission 
claims  to  be  doing  a  lot.  In  one 
high-profile  case  last  October  it 
brought  a  complaint  against  a 
Willoughby,  Ohio  company  called 
A  US  Industries,  charging  senior  ex- 
ecutives with  '\\n  intentional 
scheme  to  manage  earnings." 
When  vim  look  closely,  however, 
you  find  it  wasn't  earnings  man- 
agement that  was  the  problem.  The 
problem  was  making  stuff  up  (eg., 
billing  for  goods  that  did  not  exist ). 


Predictable  Earnings 

These  high-P/E  stocks,  says  Value 
among  the  highest  earnings  predicl 

Recent 
Company                                   price 

Line, 
abilit 

P/E 

have 

y- 

3yrEPS 
growth1 

American  International  Group    $114.90 

34 

14% 

Amgen 

62.38 

57 

21 

Automatic  Data  Processing 

51.75 

40 

14 

Cintas 

40.06 

42 

12 

General  Electric 

52.25 

46 

7 

Harlcy  Davidson 

41.94 

46 

22 

Home  Depot 

54.00 

52 

33 

Northern  Trust 

69.31 

36 

16 

Paychex 

31.58 

66 

35 

Pfizer 

43.09 

46 

18 

US  Trust 

144.00 

45 

24 

Walgreen 

28.15 

41 

18 

'Annualized.  Sources:  Market  Guide  and  Value  Line  via  FactSet 
Research  Systems 

The  SEC  could,  and  should,  go  after  such  mischie 
in  the  absence  of  a  crusade  against  earning; 
management. 

On  another  front,  the  SEC  has  moved  to  re- 
strict managers'  flexibility  in  financial  reporting 
Staff  Accounting  Bulletin  No.  99,  issued  last  August 
has  sweepingly  ruled  out  a  notion  long  cherishec 
by  many  chief  executives  and  accountants:  thai 
misstatements  affecting  earnings  by  less  than  5°A 
were  not  material,  and  therefore  not  prosecutable 
The  new  rule  is  that  anything  may  be  judged  ma- 
terial if  it  involves  an  intentional  misstatement 
But  note  that,  here  again,  the  thrust  is  not  agains 
managed  earnings  per  se — it  is  against  intentiona 
misrepresentations  of  accounting  data. 

Clearly,  something  is  missing  in  the  SEC's  pre 
sentation  of  the  earnings  management  issue — dan 
we  call  it  a  material  omission?  What's  missing  is  ai 
acknowledgment  of  the  fact  that  earnings  manage 
ment  is  legal  and,  thus  far  at  least,  unchallenged  b) 
the  commission.  Says  Walter  Schuetze,  now  a  con 
sultant  to  the  SEC  (and  for  many  years  the  chief  ac 
countant  in  its  enforcement  division),  abou 
whether  the  smoothing-out  of  earnings  is  a  legiti 
mate  business  practice:  "To  my  knowledge,  there': 
no  SEC  statement  on  that  matter." 

What's  barred,  and  should  be  barred,  is  inaccu 
rate  reporting.  But  companies  hewing  faithfully  to  the  num 
bers — the  real  numbers — retain  broad  discretion  over  the  ac 
counting  periods  in  which  they  book  costs  and  earnings. 

If  the  current  quarter  looks  weak  but  the  next  quarte 
looks  strong,  they  can  elect  to  accelerate  shipments  of  billabk 
goods.  Or  postpone  maintenance  and  advertising  costs 
Companies  plainly  have  the  right  to  choose  the  time  period 
in  which  they  sell  appreciated  assets  and  book  capital  gains. 

And,  when  all  is  said  and  done 
what's  wrong  with  honest  smooth 
ing?  Why  shouldn't  companies  en 
courage  investors  to  look  at  longer 
term  trends,  rather  than  reacting  t( 
sequential  bumps  on  the  road? 

The  current  campaign  to  de 
monize  earnings  managemen 
seems  odd  at  best,  and  in  some  di 
mensions — in  claiming  to  be  fore 
stalling  the  demise  of  the  stocl 
market — plain  silly.  Which  doesn' 
mean  it  will  end  anytime  soon. 

So,  buy  CE  at  47  times  earnings  i 
you  think  its  long-term  prospects  ar< 
rosy.  But  you  may  have  to  reach  tha 
judgment  in  the  absence  of  figure 
fitting  neatly  on  an  exponentia 
curve.  I 
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Steve  Kulick, 
urchasing  Manager, 
Ryder 


Unlimited  Partnership  with: 

Ryder  -  Logistics  &  Transportation 

Solutions  Worldwide 

Since: 

1994 

Managed  Services: 

A  total  uniform  rental  and  purchase 

program  for  4,000  employees 

at  400  locations 

Value  Created: 

Saved  over  $65,000  last  year  on 
new  national  program 

Steve  Kulick, 
Purchasing  Manager,  Ryder: 

"Our  employees  gave  a  big  'thumbs  up' 

when  they  saw  the  quality,  professional 

uniforms  AFIAMARK  designed  for  us. 

We  got  the  image  we  needed  plus  the 

savings  we  wanted." 

Jim  Rerucha, 

National  Accounts  Manager, 

ARAMARK  Uniform  Services: 

"Steve  gave  us  all  the  support  we  needed  to 

put  together  a  whole  new  national  program 

and  rate  structure.  We  take  great  pride  in 

the  new  'Ryder  look'  and  the  savings 

we've  been  able  to  find  for  Steve." 

To  learn  more  about  other 

Unlimited  Partnerships,  visit  our 

website  at  www.aramark.com 

or  call  1-800-ARAMARK. 

ARAMARK*  Managed  Services  for 

Business,  Government,  Healthcare, 

Sports  (mil  Entertainment, 

and  Educational  Institutions  unhide: 

Food  and  Support  Services. 

Uniform  and  Career  Apparel. 

Child  ('are  and  Early  Education. 


ARAMARK 


Managed  Sen'ices,  Managed  Better. 
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Investment  Guide 

Stocks  &  Bonds 


difference.  Let's  say  you  borrow  $50,000  from  Merrill  Lyncl 
to  buy  $100,000  worth  of  a  great  stock  that  gives  you  a  30°/ 
total  return  over  the  following  year.  If  you  haven't  paid  bad 
the  borrowing,  you  must  subtract  Merrill's  10%  interest  fron 
your  $50,000  loan — or  $5,000.  But  if  you  borrowed  fron 
Suretrade,  which  charges  just  7.75%,  the  bite  is  only  $3,875. 

Second,  watch  the  minimum  maintenance.  The  trigge 
point  for  a  margin  call  differs  by  broker,  but  they  all  fall  i: 
the  25%-to-35%  range.  What  this  means  is  the  equity  valu 
of  your  stock  (current  market  value  minus  outstandin 
debt),  as  a  percent  of  market  value,  must  not  drop  below  th 
maintenance  level. 

Example:  You  buy  IBM  at  $100  per  share,  borrowin 


MARGIN 
SHOCK 

Here's  how  to  avoid  the  pain 
of  a  margin  call  the  next  time 
the  market  takes  a  dive. 

By  Josephine  Lee 

THE  APRIL  MARKET  DOWNTURN  WAS  DOUBLY  HORRIBLE 
if  you  borrowed  money  to  buy  stocks.  As  your  holdings 
tanked,  your  broker 
told  you  to  put  up  more 
money  within  a  couple  of 
hours.  Maybe  he  didn't 
even  pay  you  that  courtesy 
and,  without  your  knowl- 
edge, sold  shares  out  from 
under  you. 

Well,  given  the  market's 
skittish  state  nowadays, 
count  on  another  margin 
call  in  your  future.  Smart  in- 
vestors know  how  to  navi- 
gate this  treacherous  terrain. 
It's  great  that  your  bro- 
ker will  lend  you  half  the 
money  needed  to  buy  a 
stock,  which  lets  you  buy 
more  and  magnify  your 
potential  gains.  But  re- 
member that  margin  lend- 
ing is  a  profit  center  for 
him,  not  a  favor  he's  doing 
you.  Make  sure  it  doesn't 
kill  your  profits. 

First,  recognize  that  in- 
terest rates  matter.  As  our 
table  on  page  346  shows, 
you  pay  varying  amounts 
of  interest,  depending  on 
your  broker  and  your  loan 

^eX*o^  TSome  brokers  don't  even  give 

brokers,  eager  to  sign  up 
business,  charge  less  than 
full-service  brokers. 

Mind  vou,  this  makes  a 


you  the  courtesy  of  a  call,  and 
sell  your  stocks  from  under  you 
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You've  been  waiting  for  someone  to  act  like  a  partner,  not  a  vendor. 


You've  been  waiting  for  an  Internet  that  lives  up  to  its  potential. 


You've  been  waiting  for  an  e-business  approach  that's  complete  and  fully  integrated. 


You've  been  waiting  for  someone  to  help  reduce  time  to  market. 


You've  been  waiting  for  a  way  to  simplify  e-business  infrastructure. 


You've  been  waiting  for  someone  that  can  make  your  life  easier. 


You've  been  waiting  for  a  partner  that  solves  your  problems  rather  than  pushes  their  products. 


You've  been  waiting  for  someone  who  won't  disappear  once  they  instal 


You've  been  waiting  for  solutions  that  won't  become  obsolete  the  second  your  company  grows. 


The  wait  is  over.  Genuity  is  here. 


GTE  Internetworking  is  now  called  Genuity.  And  Genuity  is  a  new  kind  of  partner.  One 
with  a  fully  integrated  approach.  With  people  who  understand  what  you  want  to  do,  where 
you  want  to  go  and  how  to  get  you  there.  Yesterday,  you  knew  us  as  GTE  Internetworking 
and  BBN,  the  firm  that  originally  brought  you  the  Internet.  From  now  on,  you'll  know  us 
as  Genuity,  an  e-business  solutions  provider  that  understands  how  to  realize  your  vision. 


www.genuity.com    1-800-GENUITY 


GENU  TY 


Copyright  2000  Genuity 
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other  $100,000  in  blue  chips  in  a  cash  account.  Combin 
them  into  a  single  account  with  S200,000  in  equity.  Assu: 
you  have  the  mental  discipline  to  borrow  as  if  you  had 
$100,000  to  play  with — meaning,  you  would  never,  ever  bor 
row  more  than  $50,000 — then  the  blue-chip  cushion  mean 
you  will  almost  certainly  never  have  a  margin  call. 


Margin  for  Terror 


, 


Full-service  brokers  charge  more  interest  and  require  bigger  investment  accounts 
before  they'll  let  you  buy  on  margin.  But  traditional  and  online  brokers  have 
similar  minimum  levels  of  equity  before  they  sock  you  with  a  margin  call. 


$50.  The  stock  sinks  to  $60.  Your  equity  value  is  now 
a  mere  $10  ($60  minus  the  S50  debt)  and  that's  only  17% 
of  the  stock's  $60  price — far  below  maintenance.  A  margin 
call  is  on  the  way.  With  a  30%  maintenance  level,  you  sud- 
denly have  to  kick  in  $8.  In  a  market  crash  like  the  one  on 
Apr.  14,  you  may  have  only  hours  to  come  up  with 
the  money. 

Discount  brokers  tally  your  main- 
tenance levels  throughout  the  trading 
day,  so  you  could  get  a  margin  call 
at  2  p.m.  and  be  obliged  to  meet 
it  even  though  your  stock  recovers 
later  in  the  session.  Full-service  brokers 
are  more  likely  to  wait  until  the  clos- 
ing bell.  Brown  &  Co.  is  one  of  the 
rare  discount  firms  that  waits  until 
day's  end. 

Also,  full-service  brokers  are  better  at 
notifying  you  when  you're  heading  to- 
ward the  danger  zone — personally,  on 
the  phone.  After  all,  you're  the  customer 
of  a  breathing,  commission-motivated 
human  who  wants  to  maintain  a  rela- 
tionship with  you.  A  discount  online 
broker  might  send  you  an  e-mail,  if 
you're  lucky. 

If  the  gods  are  on  your  side,  you 
will  live  out  your  whole  life  without 
ever  getting  a  margin  call.  But  don't 
tempt  fate.  Here  are  ways  to  minimize 
the  risk.  (To  be  sure,  if  the  second  $100,000  were  invested  not  ii 

Underdo  it.  Don't  push  anywhere  close  to  the  legal  limit  blue  chips  but  in  Treasury  bills,  you  would  be  extremely  we 
of  buying  stocks  worth  twice  your  account  equity.  Have  a  protected — but  presumably  you  are  not  so  dumb  that  yo 
plan.  Decide  in  advance  which  stocks  you  will  lighten  up  on  borrow  money  from  your  broker  at  7.75%  while  lending  t 
if  your  account  equity  falls  into  a  danger  zone  of  40%  to     the  U.S.  Treasury  at  6.5%.) 

50%.  That  way  you  can  make  sure  that  when  it's  time  to  do  Pay  attention  to  the  rule*.  Your  broker  may  yank  some  o 

some  selling  from  the  account,  it's  you  doing  it,  not  a  margin      your  thinly  traded  over-the-counter  stocks  from  the  list  of  as 
desk  on  autopilot.  sets  that  it  will  count  toward  \  our  account  equity.  Mainte 

Combine  assets  in  one  account  It  would  be  a  shame  to  suf-  nance  margins  differ  from  broker  to  broker  and  even  fror 
fer  an  involuntary  liquidation  in  your  heavily  margined      stock  to  stock.  If  you  are  close  to  the  limit,  a  rule  chang 


SIZE  OF  LOAN 

Maintenance1 

Minimum 

investmen 
for  margin 

$50,000  $100,000 

$500,000  $1  million 

account 

0NUNE  ACCOUNTS 

(yearly  interest  per  size 

if  loan) 

Brown  &  Co  Securities 

7.50%        7.25% 

7.00% 

6.75% 

30% 

$15,000 

E-Trade 

7.50          7.25 

7.25 

7.25 

30 

2,000 

Siretrade 

7.75          7.50 

7.25 

7.25 

35 

none 

Datek  Online 

8.25          7.75 

7.50 

7.25 

30 

2,000 

Amerrtrade 

8.25          8.00 

7.75 

7.25 

35 

2,000 

ABWatley 

8.50          8.25 

■ 

■ 

25 

3,000 

Fidelity  Investments 

8.55          8.30 

8.30 

8.30 

35 

5,000 

DU  Direct 

8.75          8.50 

8.25 

7.75 

30 

none 

Charles  Schwab 

8.75          8.75 

8.75 

8.75 

35 

5,000 

FULL  SERVICE  ACCOUNTS 

Salomon  Smith  Barney 

9.75          9.13 

9.13 

9.13 

30 

10.000 

Morgan  Stanley  Dean  Wrtter 

9.88          9.38 

9.38 

9.38 

30 

50,000 

Merrill  Lynch 

10.00          9.13 

9.00 

8.87 

30 

10,000 

PaineWebber 

10.12          9.62 

9.37 

■ 

30 

100,000 

Prices  as  of  May  15.  ■  Negotiable  'Minimum  level  of  equity  (current  price  minus  debt)  a  customer  must  maintain  in  a 
margin  account  to  stave  off  a  margin  call  Source:  Companies 


$100,000  speculative  account  while  across  town  you  have  an- 


Have  a  plan  to  liquidate 
stocks  if  you  head  into  the 
danger  zone.  That  way, 
you— not  the  brokerage  on 
autopilot— are  doing  the 
choosing  about  what  to  lose 
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would  put  you  in  danger  of  a  sudden  margin  call. 

Don't  use  a  margin  loan  for  othe 
kinds  of  speculation.  Perhaps  you're  in 
bidding  war  for  a  terrific  house  wit 
someone  who  can  pay  cash.  You  can  ge 
a  margin  loan  in  a  jiffy  and  stay  com  I 
petitive.  But  what  if  you  win  and 
takes  a  while  to  line  up  a  mortgage 
and  iust  then  the  market  goes  south? 

Consider  buying  put>.  An  out-ot 
the-money  put  option  see  story,  p.  330 
might  be  an  affordable  shield  against 
sudden  price  collapse  putting  you 
the  margin  danger  /one. 


<^£)  Kinetics  Mutual  Funds,  Inc. 


100%  no  load 


1888.386.3999       www.kineticsfunds.com       ticker  symbol  WWWFX 


1-800-5-NO-LOAD 


i  iance  data  quoted  represents  past  performance  and  does  not  guarantee  future  results.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gains  distributions.  Investment  return  and  principal  value  will 
id  shares  may  be  worth  more  or  less  at  redemption  than  original  purchase.  Performance  shown  occurred  during  a  period  of  generally  favorable  market  conditions.  Due  to  recent  market  volatility,  current  performance  may  be 
in  the  figures  shown. 

e  the  Fund  invests  in  a  single  industry,  its  shares  do  not  represent  a  complete  investment  program.  Internet  stocks  are  subject  to  a  rate  of  change  in  technology,  obsolescence  and  competition  which  is  generally  higher 
at  of  other  industries,  and  have  experienced  extreme  price  and  volume  fluctuations.  As  a  non-diversified  and  single  industry  fund,  the  value  of  its  shares  may  fluctuate  more  than  shares  invested  in  a  broader  range  of 
es  and  companies 
e  information,  including  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  investing.  Distributor:  TO.  Richardson  Securities,  Inc.  is  not  an  affiliate  of  Kinetics  Mutual  Funds,  Inc. 

jstar  proprietary  ratings  reflect  historical  risk  adjusted  performance  as  of  3/3  l/OO.  These  ratings  may  change  monthly  and  are  calculated  from  the  Fund's  3-year  average  annual  returns  in  excess  of  90  day  Treasury  bill  returns 
propnate  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90  day  Treasury  bill  returns.  The  Fund  received  5  stars  for  the  3-year  period.  The  top  10%  of  funds  in  a  broad  asset  class  receive  5  stars. 

!  3-year  period  ended  3/31/00  out  of  4,759  universe  of  all  equity  mutual  funds  ranked  by  Upper,  Inc.  The  Fund  was  ranked  #942  out  of  7,382  universe  of  all  equity  mutual  funds  for  the  1-year  period  ended  3/31/00 

S  are  based  on  total  return  with  capital  gains  and  dividends  reinvested. 

Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provide  recordkeeping  and  shareholder  services  for  shares  purchased  through  its  Mutual  Fund  OneSource "  service  (0500-6767) 

'0.  Kinetics  Mutual  Funds,  Inc. 


investment  uume 

Stocks  &  Bonds 


A  RUN  ON 
THE  BANKS 

Banks  may  rush  to  do  merger 
deals  before  the  favorable 
"pooling"  method  of  accounting 
vanishes  at  year-end.  Here's  how 
you  can  find  good  takeover 
targets  before  the  door  closes. 

By  Robert  J.  Sherwood 

LAST  YEAR'S  REPEAL  OF  THE  GLASS-STEAGALL  ACT  OF  1932, 
which  forbade  combinations  of  banks  with  insurance 
and  securities  companies,  gave  rise  to  a  spurt  of  merger 
deals.  Among  them  were  Charles  Schwab  &  Co.'s  purchase  of 
U.S.  Trust  and  Citigroup's  purchase  of  Travelers  Property 
Casualty.  Mergerstat,  a  Washington,  D.C  securities  data  firm, 
counts,  since  the  repeal  of  Glass-Steagall,  66  publicly  traded 
financial-sector  deals  worth  $19  billion. 

Now  there's  another  reason  for  financial  service  compa- 
nies to  go  on  an  acquisition  spree.  The  Financial  Accounting 
Standards  Board  has  decreed  that,  beginning  next  January, 
most  mergers  can  no  longer  be  accounted  for  by  the  pooling 
method  but  must  be  treated  as  purchases.  (This  controver- 
sial accounting  change,  which  might  be  postponed  for  one 
more  year,  applies  to  all  companies,  not  just  banks.) 

With  the  pooling  method  of  accounting,  the  acquirer  and 
the  target  just  combine  their  assets,  shareholders'  equity  and 
liabilities.  With  the  purchase  method,  the  acquirer  has  to 


Now  or  Never 

These  cheap  banks  are  ripe  for  pooling-style  mergers. 

Price/ 
Recent       2000  ESTIMATED    franchise 
Company                            price             EPS       P/E           value1 

Return 

on  equity 

latest 

12  mos 

Compass  Bancsharcs 

$19.25 

$2.08 

9 

1.0 

18% 

First  Virginia  Banks 

37.94 

2.92 

13 

1.1 

15 

Hibernia 

11.75 

1.30 

9 

0.9 

13 

KeyCorp 

19.00 

2.33 

8 

0.9 

19 

Pacific  Century  Financial 

20.75 

2.09 

10 

1.0 

11 

Regions  Financial 

20.63 

2.42 

9 

0.9 

17 

SouthTrust 

25.75 

2.89 

9 

10 

16 

Summit  Bancorp 

26.75 

3.03 

9 

1.1 

16 

US  Bancorp 

24.25 

2.29 

11 

1.0 

22 

Union  Planters 

29.19 

3.03 

10 

0.9 

14 

M  of  May  12    Stated  book  value  plus  h 
l')rS  € \pu  ss  Market  Guide  vi.i  f.ietSe!  Hese. 

dden  book  value.  Sou 
irch  Systems. 

rces  Credit  Suisse  First  Boston; 

amortize  the  premium  paic 
over  the  target's  book  value 
creating  hits  to  earnings  ovei 
the  next  20  to  40  years. 

Isn't  it  silly  for  corpora 
tions  to  care  which  kind  of  ac 
counting  they  use?  After  al 
intelligent  investors  simply  ig 
nore  goodwill  charges  in  as 
sessing  profitability. 

But  corporations  do  care 
says  Credit  Suisse  First  Bosto 
bank  industry  analyst  Michae 
Mayo.  They  want  the  botto 
line  to  look  good.  And  so  the 
will  be  motivated  to  do  thei 
merger  deals  this  year  rathe 
than  next. 

Can  you  beat  the  deal 
makers  to  the  good  ban 
stocks?  You  can  try.  Look  fo 
solid  regional  players  tradin 
at  low  multiples  of  their  earn 
ings  and  book  value. 

We  refined  the  hunt  usin 
a  valuation  system  develope 
by  Mayo.  His  "bank  franchis 
value"  model  (first  high 
lighted  in  FORBES,  Feb.  1 
1993)  accounts  for  assets  sue! 
as  core  deposits,  excess  loan  reserves  and  special  businesse 
such  as  mortgage  loans  and  credit-card  services.  The  averagi 
bank  sells  in  an  acquisition  for  1.5  times  the  value  Mayo  cal 
culates  with  his  valuation  model.  If  you  can  get  ban 
shares  at  no  more  than  the  Mayo  value  you  stand 
good  chance  of  getting  a  premium  in  a  merge 
deal — or  at  least  of  getting  a  decent  return  in  the  ab 
sence  of  a  merger  deal.  All  things  being  equal,  lo 
multiples  make  for  good  investments. 

Using  Mayo's  method  and  the  Market  Guid 
database,  we  culled  ten  bank  stocks  that  sell  for  les 
than  the  Mayo  value.  All  these  stocks  also  sell  for  n 
more  than  13  times  estimated  2000  profits. 

The  cheapest  stocks  on  this  table  are  Hibernia, 
bank  in  New  Orleans;  Regions  Financial,  in  Al 
abama;  and  KeyCorp,  in  Cleveland.  They  all  sell  fo 
at  least  a  10%  discount  to  their  Mayo  value  and  n^ 
more  than  nine  times  2000  estimated  earnings 
That's  in  the  neighborhood  of  one-third  the  mar 
ket's  multiple.  I 
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salesforce.com  you  manage,  share,  and  leverage  your  sales  information 
online  without  the  headaches  of  buying,  installing,  or  maintaining        — 
software.  It's  fast  acting  and  affordable.  Your  entire  team  is  up,      . 
running,  and  closing  deals  for  just  $50  per  user  per  month.       I 
According  to  PC  Magazine,  salesforce.com  is  the  market      \ 
leader  in  online  sales  force  automation?  For  a  limited  time,  sign 
up  online  and  your  first  five  users  are  FREE  for  the  first  12  months.  Call 
us  at  l-800-NO-SOFTWARE  or  better  yet,  visit  us  online  at  www.salesforce.com. 


salesforce.com 

Point.  Click.  Close. 

i 

Salafbrcc.com  is  ihc  market  leader  in  sales  finer  automation  on  the  Internet  -  PC  Magazine  3/21  /OO.  ©  2000  salcsforce.ioin.  All  rights  rcscrscd. 
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Stocks  &  Bonds 


Apr.  14.  Either  way, 
matters  is  that  that 
four  favorite  tech  stc 
don't  remain  constan 
And  a  new  shift  may 
underway. 

Wall  Street's  lat 
quartet  are  all  plays  o 
the  rapid  build-out  oft 
Internet  infrastructi 
Cisco  Systems,  the  pre 
miere  networking  cor 
pany;  Sun  Microsyster 
which  makes  the  mos 
popular  servers, 
Web's  focal  points; 
cle,  kingpin  of  databa 
software;  and  EMC,  tl 
main  supplier  of  large 
scale  computer  storag 
capacity. 

The  prior  horsemer 
who  rode  high  in  tr 
saddle  during  the  1990J 
by  and  large  concer 
trated  on  the  persons 
computer:  software  be 
hemoth  Microsoft;  Int 
the  world's  biggest  ma 
ufacturer  of  processc 
chips;  and  Dell,  pionee 
of  the  mail-order  PC.  Cisco  was 
fourth,  and  is  the  lone  holdover. 

The  horseman  concept  has  one  prol 
lem:  Stocks  falling  under  this  rubric  us 
ally  wind  up  becoming  overloved  an 
overowned — and  overpriced.  Such  fa 
tors  may  work  in  their  favor  for  quite 
while,  but  sooner  or  later  they  trip.  Ci 
for  example,  is  down  27%  from  i 
March  high  of  $82. 
By  Jack  Egan  "Over  the  near  term,  these  stocks  are  tough  to  unhorse 

TECH  INVESTORS  I  [AVE  LONG  HEAR]  I  ABOUT  THE  FOUR      observes  Arnold  Berman,  chief  technology  strategist  wil 
1  [orsemen.  These  arc  the  stocks,  the  saying  goes,  that      Wit  SoundView.  "But  many  of  the  best  opportunities  for 
"you  have  to  own."  vestors  are  usually  priced  below  these  obvious  [stocks] 

Maybe  the  term  alludes  to  the  storied  Notre  Dame      Berman  says  it's  time  to  cut  back  on  the  four  Internet  infra 
football  backfield  of  the  1920s,  in  the  sense  of  being  unstop-      structure  giants. 

pable.  Or  ma\  be  to  the  apocalyptic  bunch  named  Conquest,  Note  that  he  is  not  calling  for  investors  to  cut  back  on  th 

War,  Famine  and  Death,  images  that  more  quickly  come  to      technology  sector  generally.  This  important  chunk  of  th 
mind  lor  some  tech  investors  who  were  fully  margined  on      economy  went  from  a  7.5%  weighting  in  the  S&P  500  inde 
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UNHORSING  THE 
TECH  FAVORITES 

Among  tech  stocks,  it's  said,  there's  a  quartet 
you  must  own.  Too  bad  they're  overpriced. 
We  have  our  own,  more  felicitous,  foursome. 


3d  lightly  and  luxuriously  in  Lincoln  Navigator,  the  world's  most  powerful  full-size  luxury  SUV.  Tread  spaciously,  too.  Navigator  has  room 
seven  in  three  rows  of  leather-trimmed  seats.  Call  800-688-8898,  visit  www.lmcolnvehicles.com  or  see  an  authorized  Navigator  dealer. 


Lincoln  Navigator.  American  Luxury. 


n  vestment  Guide 


in  1993  to  33%  in  March  and — who  knows? — may  deserve 
such  prominence.  All  Berman  is  arguing  for  is  a  little  re- 
arranging within  the  favorite  sector. 

Here  are  four  unheralded  technology  companies  to  con- 
sider, whose  appreciation  potential  seems  more  promising 
than  that  of  the  current  bevy  of  horsemen.  They  each  are 
leaders  in  growing  niches  of  the  cyberworld. 

Their  forward-earnings  estimates  range  from  38  to  64 
(see  table).  No,  they  aren't  dirt  cheap,  but  certainly  they're 
nothing  like  the  monster  highfliers  on  the  order  of  Cisco, 
whose  P/E  (against  year-2000  earnings, 
moreover)  still  tops  100. 

If  more  air  escapes  from  the  Nasdaq 
balloon  in  coming  months,  these  new- 
bies  should  become  more  affordable. 
You  might  want  to  to  buy  more  of 
them  then. 

■  Telecom  ace  Ditech  Communications 
primarily  designs  and  makes  equip- 
ment that  enhances  voice  transmission 

and  cuts  echoes  over  copper  and  fiber  networks.  Customers 
include  Qwest  and  WorldCom.  At  a  recent  price  in  the  mid- 
908,  the  stock  is  down  one-third  from  the  $140  high  attained 
in  March. 

Brian  Modoff,  who  follows  wireless  technology  for 
Deutsche  Banc  Alex.  Brown,  has  a  "strong  buy"  recommen- 
dation on  the  stock.  In  the  fiscal  third  quarter,  ending  in 
January,  the  company  booked  revenue  of  $34  million,  on 
which  it  netted  $12  million.  That  was  21  times  the  net  it 
made  in  all  of  fiscal  1999.  "Ditech  is  the  kind  of  technology 
stock  investors  should  buy  in  this  market — one  that  not 
only  has  real  earnings,  but  earnings  growing  very  rapidly," 
says  Modoff. 

■  IMRglobal  is  a  recovery  story.  Hired  by  businesses  with 
information  technology  needs,  the  company  recorded 


steadily  rising  net  income  on  Y2K-related  fixes  until  all  th 
remaking  was  complete  late  last  year.  In  1999's  final  quarte 
it  suffered  an  unaccustomed  loss,  $29  million.  The  stock 
which  had  peaked  at  $41  a  share  in  1998,  fell  to  $7  las 
October. 

Now  back  in  the  black  with  a  $1.5  million  net  profit  i 
2000's  first  period,  IMRglobal  has  moved  into  e-commerc 
activities.  Armed  with  major  contracts  from  the  likes  of  Joh 
Hancock  and  Dow  Corning,  the  company  keeps  costs  dow 
and  quality  up  by  using  low- wage  but  high-skilled  compute 
technicians  in  India. 


The  tech  four  horsemen 
usually  wind  up  overloved, 
overowned— and  also 
overpriced. 


What  Next? 

The  appreciation  potential  c 
faded  of  late.  Four  other  les; 
may  be  the  perfect  substitul 

Company 

f  the  hot  Four  Horsem 
>er-known— and  chea 
es.  These  have  more  i 

STOCK  PRICE 

en  stocks  has 
3er— tech  issues 
oom  to  grow. 

Market       2000 
value      estimated 
(Smil)          P/E 

52-week 
recent       high        law 

FOUR  HORSEMEN 

Cisco  Systems 

$60.25    $82.00   $25.94 

$417,992 

116 

EMC1 

62.75      72.72     23  66 

130.656 

85 

Oracle 

72.38      90.00     11.28 

205.430 

89 

San  Microsystems 

76.81    106.75     26.97 

121.857 

80 

FOUR  UNDISCOVERED 

Ditech  Communications 

95.38    140.19       5.50 

2.687 

64 

IMRglobal 

19.00      23.25       7.00 

731 

41 

Maplnfa 

32.13      45.25     10.42 

280 

44 

Solectron 

31.63      49.50     24.59 

18.855 

38 

is  of  May  II.  'Figures  adjustc:  foi 
Sources    IBES  f 

stock  split  in  June 

D.irj  Corp  via  Fad 

Set  Research  Systems 

The  stock  recently  hit  $19.  John  Mahoney  of  Raymon 
James  has  put  a  "strong  buy"  on  it.  He  expects  earnings  t 
grow  in  excess  of  30%  annually,  rising  from  82  cents  a  shai 
this  year  to  $1.15  in  2001. 
■  Maplnfo  is  in  the  geographies  business.  That  means  it  sel 
software  to  help  corporations  like  AT&T  and  Sprint  crunc 
data  on  where  customers  and  potential  customers  livi 
among  other  things. 

"It  has  a  great  technology,  a  very  focused  product,"  sa) 
Alan  Davis,  an  analyst  with  small-cap  researcher  Red  Chi 
Review  in  Portland,  Ore.  The  company  benefits  from  a  tig! 
relationship  with  Oracle  to  embed  map  software  into  i 
products.  Davis  expects  Maplnfo  to  earn  around  75  cents 
share  this  year  and  $1.03  in  2001.  The  stock  goes  for  aboi 
44  times  the  2000  earnings  estimate. 

■  With  revenue  that  could  easily  top  $14  billion 
the  2000  fiscal  year  ending  in  August,  Solectron 
the  world's  leading  contract  manufacturer 
electronic  parts.  It  builds  circuit  boards  and  the  lii 
to  order  for  Hewlett-Packard,  Dell,  Cisco,  Nort 
and  other  companies  that  would  rather  focus  o 
engineering  and  marketing  than  on  assembling. 

At  a  recent  $31.63,  off  more  than  a  thir 
from  its  52-week  high,  Solectron's  stock  is  alreac 
up  more  than  a  hundredfold  since  its  offeri 
just  over  a  decade  ago.  Merrill  Lynch  analy 
Jerry  H.  Labowitz  expects  Solectron  to  earn  b« 
tween  82  and  86  cents  this  year,  and  betwee 
$1.12  and  $1.20  in  2001.  This  is  quite  a  growt 
company — revenues  per  share  have  climbed  twer 
tyfold  in  the  past  decade.  Solectron  has  $1.5  bi 
lion  in  cash  on  its  balance  sheet  and  is  the  fir 
company  to  twice  win  the  Malcolm  Baldrij 
National  Quality  Award. 
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INTERNET 
SEARCHITIS. 


Major  breakthrough  for  search  fatigue  is  just  a  click  away. 

It  can  show  up  in  any  corporate  enterprise,  infecting  anyone  at  anytime.  Internet  Searchitis.  It  strikes 
while  you're  working  the  Web  for  the  right  business  intelligence.  Get  the  cure.  Portal  B.  It's  a  whole 
i  new  way  of  finding  the  information  you  want.  Instantly.  More  than  a  search  alternative,  Portal  B  is 
an  Integrated  Business  Information  Portal  embodying  Web,  premium  and  your  internal  content.  A  major 
breakthrough,  Portal  B  allows  access  to  over  70  premium  databases  rich  with  financial  data,  archival 
news,  M&A,  investment  research  and  much  more.  Exactly  what  you're  looking  for,  without  any  distractions. 
No  banner  ads,  no  e-commerce  pitches.  Absolutely  none.  So  stop  surfing  and  start  working.  Visit 
www.portalb.com/demo.  Business  has  never  looked  better. 

www.portalb.com 


Breaking  The  Search  Barrier 


©2000  Portal  B  is  a  product  of  Data  Downlink  Corporation. 
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BUYER'S  MARKET 

If  you  haven't  yet  tried  online  trading,  now 
is  the  time.  The  brokers  are  offering  some 
very  nice  freebies  for  newcomers. 

By  Carrie  Coolidge 

TWO  YEARS  AGO  WAS  THE  STONE  AGE  OF 
the  online  trading  business.  Retail  vol- 
ume averaged  something  fewer  than 
7,000  transactions  a  day.  Investors  hesitated: 
What  if  I  hit  the  wrong  key  and  order  $70  mil- 
lion of  IBM  shares  by  mistake?  What  if  the  sys- 
tem crashes? 

Not  all  the  bugs  are  out — and  even  estab- 
lished players  like  Charles  Schwab  &  Co.  and 
E-Trade  sometimes  crash  on  the  heaviest  trad- 
ing days — but  retail  investors  are  won  over  to 
the  computer.  They  are  averaging  700,000  on- 
line transactions  a  day  now. 

If  you  haven't  yet  traded  with  your  com- 
puter, try  it.  Brokers  are  offering  some  tempt- 
ing giveaways  to  get  new  accounts. 

Fidelity  Online  Brokerage  has  invested 
millions  to  improve  both  its  servers  and  cus- 
tomer service.  Now  the  company  is  trying  to 
get  its  customers  to  upgrade  as  well.  Spend 
$1,400  or  more  on  any  Gateway  model  and 
software,  including  the  Astro  or  Profile  com- 
puters, and  Fidelity  will  give  you  $100  toward 
the  purchase.  This  is  to  encourage  clients  to 
upgrade  their  equipment  to  get  faster  access  to 
their  accounts.  New  or  current  Fidelity  cus- 
tomers can  take  advantage  of  this  offer. 

Fidelity  isn't  stopping  there.  It's  also  giving 
away  Research  In  Motion  pagers  and  Palm  VIIs 
to  customers  who  add  $50,000  to  a  Fidelity 
trading  account.  To  qualify  for  one  of  the  Palms, 
which  retail  for  $500  and  are  designed  for  wire- 
less data  communications,  you  must  be  a  cur- 
rent Fidelity  client  and  put  $50,000  more  into 
your  account  or  come  in  as  a  new  client  with 
that  amount.  To  get  the  $360  pager,  which  can 
also  be  used  to  place  trades,  you  have  to  sign 
up  with  BellSouth  for  12  months  of  wireless 
pager  service  at  $50  a  month  (unlimited  usage). 
Since  beginning  the  giveaway  offer  this  spring, 
Fidelity  has  handed  out  more  than  10,000 
pagers  and  Palm  VIIs. 
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If  you  already  have  a  PalmPilot,  Fideli 
has  another  deal  for  you.  Open  a  new  o 
account  by  July  3 1  and  the  company  will 
you  $100.  That  will  just  about  cover  the  cost 
your  first  four  online  trades.  Or  if  you  plan 
trade  more  frequently,  Fidelity  will  give  y< 
ten  free  trades  of  up  to  1,000  shares  each  ov 
three  months.  That  freebie  is  worth  $250  sin 
Fidelity  charges  $25  for  a  regular  market  tra> 

Competitors  have  plenty  of  freebies  and 
counts,  too.  Open  a  new  account  with  Ame: 
trade,  even  with  as  little  as  $500  (for  a  limit 
time),  and  you  will  get  a  50%  discount  on 
already  low  commissions  ($8  per  order)  for 
first  25  trades  you  place  during  the  first  mon 
online.  DLJ  Direct  gives  away  10,000  bonus 
on  Continental  Airlines  to  anyone  who  ope 
a  new  $10,000  account  and  keeps  it  there  for  s 
months.  The  same  goes  for  current  custome: 
who  transfer  $10,000  into  their  accounts 

In  late  March  E-Trade  started  giving  aw 
high-speed  digital  subscriber  line  service  n 
tionwide  to  its  best  customers.  To  qualify, 
have  to  trade  75  times  or  more  per  quart 
The  freebie  has  no  expiration  date — keep 
the  hyperactive  trading  and  you  can  keep  d 
DSL.  The  idea  is  that  you  use  the  fast  mode 
to  download  more  market  data  and  be  ir 
spired  to  trade  more.  But  you  can  use  the  D'' 
for  anything — like  e-mailing  photos  to  yoil 


Free  goodies! 
Brokers  are 
doing  all 
they  can  to 
encourage 
online  trading. 


grandmother  or  conducting  a  phone  conve 
sation  while  you  have  the  computer  onli 
The  bandwidth  is  good  enough  that  you 
dispense  with  the  second  phone  line  you  ha^ 
coming  into  the  house. 

One  risk  with  this  flurry  of  marketing  I 


I  WILL   FIND  A   SIMPLE   WAY   TO    ROLL    OVER 
MY   401(k)   SAYINGS   WHEN   CHANGING  JOBS.    - 
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Fidelity 


Investments' 


WE  HELP  YOU  INVEST  RESPONSIBLY"" 


Fidelity  Rollover  Express""'  can  make  it  easy  to  roll  over  and 
consolidate  your  eligible  employer  plan  savings  without  tax 
consequences.  By  rolling  over  your  eligible  retirement  savings 
at  Fidelity,  you  get  access  to  a  wide  range  of  investment 
choices  and  funds  with  a  history  of  solid  performance.  Fidelity's 
Rollover  Specialists  will  even  help  manage  the  details: 

Contact  your  former  employer 

Speed  up  the  transfer  of  funds 

Help  you  identify  an  investment  strategy 

And  now  that  Fidelity's  Rollover  Express  is  available  online, 
it's  easier  than  ever  to  roll  over  your  eligible  401  (k)  savings. 

ROLL   OVER   YOUR    RETIREMENT   SAVINGS  CALL  1-800-544-5650  OR 


ISIT      FIDELITY.COM/ROLLOVER 


■eng  is  a  Fidelity  customer  and  was  compensated. 

tore  complete  information  on  any  Fidelity-  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results. 

■ceragc  Services.  Inc  Member  NYSE,  SIPC  300045 
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Show  Me  the  Freebies 

Though  some  restrictions  may 
Company/Web  site 

apply,  open 

Limit 
order1 

an  online  trading  account  and  you  just  might  get  a  free  Palm  VII  or  cold  hard  cash. 

Market  Minimum  initial 
order       investment      Gimmick 

AB  Watley/www.abwatley.com 

$9.95 

$9.95 

$3,000 

Free  copy  of  24  Essential  Lessons  for  Investment  Success,  by  William  0'Neil 

Ameritrade/www.ameritrade.com 

13.00 

8.00 

2,000 

Half-price  commission  for  first  25  trades 

Datek  Online/www.datek.com 

9.99 

9.99 

none 

Cash  rebates;  Datek  will  waive  its  commission  if  a  marketable  order  isn't 
completed  within  60  seconds 

DU  Oirect/www.dljdirect.com 

20.00 

20.00 

none 

$75  credit  toward  first  online  trade;  six  months  free  Internet  service; 
10,000  Continental  OnePass  miles;  one-year  subscription  to  TheStreet.com 

E-Trade/  www.etrade.com 

19.95 

19.95 

1,000 

One  share  of  Ebay  stock2;  up  to  50,000  Delta  SkyMiles;  free  Diana  Ross  tickets 

Fidelity  Online/www.fidelity.com 

30.00 

25.00 

5,000 

$50-$100  Gateway  gift  certificates;  free  RIM  pagers  and  Palm  Vlls;  $100  or 
3  months  of  free  trades 

Charles  Schwab/www.schwab.com 

29.95 

29.95 

5,000 

$75  BananaRepublic.com  gift  certificate 

TD  Waterhouse/tdwalerhouse.com 

12.00 

12.00 

1,000 

Free  6-month  subscription  to  FinancialplanAuditors.com;  10,000  American 
Airlines  Advantage  miles 

'5.000  shares  or  fewer,  except  Ameritrade.  which  has  no  cap 

'Cash  equivalent. 

that  it  may  succeed  all  too  well  and  overload  the  system. 
During  the  mid-April  crash,  customers  calling  for  assis- 
tance were  placed  on  hold  by  some  firms  for  as  long  as  an 
hour.  A  very  costly  wait  for  anyone  needing  to  check  on 
the  status  of  a  trade  or  hoping  to  cancel  an  order  made 
in  error. 

Knowing  they  have  a  big  problem,  online  brokers  are 
scrambling  to  make  up  for  deficiencies.  In  case  of  a  system  fail- 


ure, Schwab  will  now  credit,  on  a  case-by-case  basis,  $500  tc 
the  account  of  a  customer  who  executes  a  trade  in  person  or 
that  same  day  at  one  of  the  firm's  356  branches  nationwide 
"The  customer  doesn't  have  to  prove  anything,"  says  a  Schwal 
spokesman.  "We  know  when  we  are  having  a  problem.' 
Schwab  will  not  disclose  how  many  credits  it  has  paid  out. 

The  freebies  and  come-ons  won't  last  forever.  Get  then 
while  you  can. 


"INVESTORS  CAN  HAVE  GREATER  CONFIDENCE 

KNOWING  A  CFA®  CHARTERHOLDER  IS 
HELD  TO  HIGH  ETHICAL  STANDARDS." 

-  Gary  P.  Brinson,  CFA 


Around  the  world,  investment  professionals  and  investors  alike 

recognize  the  value  of  the  Chartered  Financial  Analyst1'"  (CFA®) 

designation.  When  you  choose  a  CFA  charterholder  to  manage 

your  investment  portfolio,  you  are  choosing  someone  who 

has  made  a  life-long  commitment  to  professionalism. 

Someone  who  annually  recommits  to  adhere  to  a  stringent 

code  of  ethical  conduct  set  by  the  Association  for  Investment 

Management  and  Research  (A1MR).  Which  means  always  putting 

the  client's  interests  first.  Whether  you  are  looking  to  invest  for  yourself  or  on 

behalf  of  your  organization,  choose  an  investment  professional  who  has  earned 

the  globally  recognized  standard  of  excellence.  Choose  a  CFA  charterholder. 

I  r-8132  •  804-951-5499  •  www.aimr.org 


Gory  P  Brinson    CFA 

Choumon  and 

Chief  Investment  Officer 

UBS  Brinson 

Chicago,  Illinois,  USA 

CFA  charterholder  since  1 976 


CFA 
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SETTING  A  HIGHER  STANDARD   FOR  INVESTMENT  PROFESSIONALS  WORLDWIDE 


Now  almost  anything 

seems  possible. 


Acadio 

Learn  more.  Go  further.7" 


Whether  it's  tying  shoes  or  sales  techniques,  once  that  light  goes  on,  it's 
automatic.  Now  there's  a  place  that  illuminates  the  possibilities  for  your 
career  -  Acadio.com.  Studies  show  that  almost  half  of  all  job  promotions 
come  from  acquiring  a  new  skill.  And  at  Acadio.com  you'll  find  thousands 
of  continuing  education  materials  and  self-study  products  to  prepare  yourself 
for  the  next  opportunity. 


Go  to  Acadio.com.  And  get  ready,  www.acadio.com 


ACADIO  and  KITE  LOGO  are  trademarks  of  Acadio  Corporation.  ©  2000  Acadio  Corp.  All  rights  reserved. 
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VOLUME  DISCOUNTS 

For  a  flat  fee,  you  can  trade  all  you  want.  Good  deal? 
Yes,  if  (1)  you  are  a  trading  addict,  and  (2)  you  want 
some  hand-holding  now  and  then. 

By  Peter  Kafka 

WE  KNOW,  WE  KNOW:  SERIOUS,  SOBER  INVESTORS 
should  buy  and  hold.  Jumping  in  and  out  of 
the  market  just  enriches  the  brokers  and  the 
tax  collectors. 

But  if  you  happen  to  be  a  compulsive  trader,  the  flat-fee 
deals  offered  by  several  full-service  brokerage  firms  are  worth 
looking  at.  You  pay  an  annual  fee  set  as  a  percentage  of  the  as- 
sets in  the  account.  For  that,  you  get  the  same  access  to  re- 
search services  and  brokers  you  would  get  with  any  other  ac- 


count at  that  firm,  and  yo 
can  do  "virtually  unlin 
ited"  online  trades  with  n 
additional  fee. 

For  a  hyperacth 
trader  (say,  someone  wh 
trades  once  or  twice 
week),  the  deal  can  be  competitive  with  the  $30  online  con 
mission  charged  by  discounter  Charles  Schwab  &  Co.  Tl 
Merrill  Lynch  deal,  for  example,  is  that  you  pay  up  to  1%  i 
assets  annually  for  unlimited  online  trading.  The  Merrill  f< 
would  come  out  lower  than  paying  the  a  la  carte  commi 
sion  to  Schwab  if  you  trade  an  average  of  once 
week  or  more  and  keep  no  more  than  $150,000  in  yoi 
Merrill  account. 

Most  folks  don't  trade  nearly  enough  to  save  money  wit 
these  flat-fee  deals.  Analysts  at  U.S.  Bancorp  Piper  Jaffray  e 


Trades 


Prudential  Prudential  Advisor  II 
Fee:  $2,500  (at  $100,000  assets)1 


PaineWebber  InsightOne 
Fee:  $1,500  (at  $100,000  asse 


AII-You-Can-Eat_Pricin 

How  many  trades  a  year  would  you  have  to  do  to  r. 

better  off  using  a  flat-fee  trading  account  the 

paying  $30  a  trade  at  Schwar. 


Unlimited  Advantage 
Be:  $1,500  (at  $150,000  assets)2 


Morgan  Stanley  Dean  Witter  Choice 
Fee:  $1,125  (at  $50,000  assets)3 
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Salomon  Smith  Barney  AssetOne 
Fee:  $750  (at  $50,000  assets)7 


Minimum  assets  $100,000 
•No  minimum  assets. 
'Minimum  assets  $50,000 


«■ 


You    never 

actually    own    a    Patek    Philippe 
t  Yo  u    merely 

look    after    it    for    the    next   generation. 


Annual   Calendar 
by  Patek   Philippe 


For  information:  Patek  Philippe  S.A.,  P.O.  Box  2654,  121 1  Geneva  2,  Switzerland.  Tel  :  (41)  22  884  20  20.    www.patek.com 
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We're  not  a  day  trading 
nation  yet— online 
account  holders 
average  15  trades  a  year 


timate  that  online  account  holders  trade  an  aver- 
age of  only  15  times  a  year.  There's  another  draw- 
back. The  flat-fee  accounts  often  don't  have  all 
the  features  available  in  the  online  business,  like 
the  superfast  Nasdaq  Level  II  access  available  on 
E-Trade. 

The  asset-based  fees  are  mostly  for  people 
who  are  agile  with  a  PC  but  also  want  the  com- 
fort and  service  of  a  traditional  brokerage  when  there  is  a  cuts  the  $30  fee  for  people  who  do  more  than  30  trade 
problem.  There  are  a  lot  of  people  in  that  category — Mer-  per  quarter.  Other  online  discounters,  like  Datek,  alio1 
rill  says  it  has  $88  billion  in  its  Unlimited  program.  But  trades  at  $10,  and  still  others,  like  Freetrade,  don't  chaq 
real  cheapskates  can  do  better  using  discounters.  Schwab     anything. 


DAY  TRADING  ELDORADO 

Do  you  dream  about  quitting  your  job  to  become  a  day  trader?  This  will 
give  you  pause:  One  of  the  best  of  the  breed  makes  a  modest  living  at  it. 


By  Michael  Maiello 

ANF.RYC  H  rS  W  >UNG  MAN  TAPS  A  MOUSE  KEY,  NOT  QUITE 
hard  enough  to  spark  a  trade.  "Now?  You  think?"  His 
teacher,  Edward  Bassett,  is  standing  over  his  shoulder. 
"You've  already  made  $  1 28  on  something  you  shouldn't  have 
bought  in  the  first  place,"  he  says.  "What  more  do  you  want?" 
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Click.  The  sale,  the  tally  and  the  demo  end  as  the  stude 
sits  back  in  a  creaky  metal  chair.  At  Sutton  Online,  a  brokerl 
suburban  Syosset,  N.Y.,  Bassett  teaches  day  trading  novid 
two  to  five  times  a  week.  When  he  isn't  teaching,  he's  tradi 
Sutton  wants  this  Pied  Piper  to  draw  in  the  tyros.  It  gives  1 
free  office  space  and  use  of  its  computers,  and  no-fee  tradi 


Wish  you  could  invest 

directly  in  commercial 

real  estate  deals? 


Now,  you  can. 


$ 


EquityCity.com 

The  Global  Real  Estate  Equity  Market 


www.equitycity.com      tel.  303-893-9500 
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in  exchange  for  10  to  15  hours  a  week  of  teaching. 

Can  you  make  a  living  day  trading?  Not  much  of  one.  As 
day  traders  go,  Bassett  would  have  to  be  counted  one  of  the 
pros.  He's  been  at  it  since  1994.  The  divorced  father  of  four 
says  he  earns  $130,000  yearly  from  his  trades  with  a  cautious 
strategy  that  aims  for  small  gains.  But  remember  that  this  is  a 
freelancer's  income  with  no  health  benefits  or  40 1  (k)  plans.  A 
mediocre  stockbroker  has  better  earnings. 

But  in  landing  in  the  plus  column  at  all,  Bassett  is  some- 
thing of  a  freak  among  day  traders.  A  recent  study  by  the 
North  American  Securities  Administrators  Association  found 
that  77%  of  day  traders  lose  money.  And  of  those  who  did 
profit,  the  average  was  just  $22,000  over  the  space  of  eight 
months.  Of  the  124  accounts  surveyed,  only  two — people, 
not  percent — netted  $100,000  or  better.  The  highest  was 
$160,000.  No  millionaires  here. 

Also  note  that  individual  investors  tend  to  have  more 
long  than  short  positions,  and  that  the  securities  administra- 
tors' survey  took  place  in  a  bull  market  (1998-1999).  In  a 
bear  market  it  is  likely  that  the  results  would  have  been  grim- 
mer still.  There's  no  telling  how  well  Bassett,  36,  will  do  in  a 
prol(  inged  downturn,  although  he  says  his  strategy  is  market  - 
neutral  and  he  could  withstand  a  bad  market.  He  weathered 
.i  stormy  Nasdaq  in  April.  On  an  average  day  he  does  four 
trades,  totaling  4,000  shares. 

Hissed  says  he  suffers  less  stress  than  in  his  previous  job 
as  the  owner  of  a  limousine  company.  Nevertheless,  day  trad- 
ing is  tough.  It's  like  making  your  livelihood  playing  combat 
videogames.  Bassett  trades  during  heavy  volume  hours  be- 
fore lunch  and  near  the  market  close,  and  he  never  leaves  his 
computer  while  owning  any  stocks.  "I  think  long  investing  is 
lust  ,is  risky,"  he  s.ivs.  "You  bin  something,  and  you  hold  on 
to  it  and  then  vou  trust  that  it  will  be  worth  what  you  want  it 
to  he  worth  when  you  want  to  sell.  I  get  to  move  on  and 
think  about  the  next  trade." 

No,  bassett  doesn't  worry  over  P/E  ratios,  and  the  latest 
earnings  pei  share  announcements  are  only  important  if 


A  recent  study  found  that 
77%  of  day  traders  lose 
money.  No  millionaires  here. 


they  happened  that  morning.  He  watches  (  \iu  in  the  early 
hours  to  see  il  ,in\  companies  he  follows  are  hyped  heavily 
before  trading  starts. 

Bassett  confines  his  buying  and  selling  to  a  list  ot  36 

"upper-middle-class  stocks,"  including  1  'ell  i  lomputer  i  oi  p 

.mil  Network  Ass(    i.ites    Niev  are  very  liquid,  with  daily 

trading  volumes  in  the  millions  ot  shares,  and  (as  tech  stocks 

>i  low  volatility. 

II  the  Nasdaq  is  going  down,  bassett  will  look  to  see  it 
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Ego  kills  the  day 
trader.  They  feel  like 
they  have  to  be 
right  all  the  time, 
and  to  stick  with 
bad  calls  until  they 
turn  around. 


Dell  is  going  up.  Next  he'll  wait  for  the  market  also  to  heai 
north  before  he  buys  Dell.  Reason:  If  it  was  rising  against  th 
current,  it  will  do  better  with  the  market  behind  it. 

And  should  he  be  looking  for  a  short,  he'll  find  a  com 
pany  falling  as  the  market  rises.  Then  he'll  look  for  an  op 
portunity  to  get  in  on  the  play  as  the  market  bears  down  o 
the  beleaguered  stock.  He  says  he  backs  off  trading  altogethe 
in  a  market  tailspin  such  as  the  one  that  occurred  Apr.  14. 

"Ego  kills  the  day  trader,"  says  Bassett.  "They  feel  like  the 
have  to  be  right  all  the  time,  that  they  have  to  stick  with  ba 
calls  until  they  turn  around.  Or  that  they  have  to  make 
thousand  trades  a  day  when  you  really  only  need  one  or  tw 
good  ones." 

Bassett  talks  about  day  trading  the  way  some  men  tal 
about  poker.  His  first  rule  is  to  know  what  you  can  lose,  so  h 
puts  a  floor  beneath  his  trades.  If  he's  $187  in  the  hole  at  an 
point  during  a  trade,  he  sells  out.  It's  a  loss  he  can  easily  mak 
up  for  on  the  next  trade,  and  it  keeps  him  from  going  Aha 
over  some  purchase  gone  bad. 

This  strategy  also  keeps  him  away  from  margin  troubl 
He  has  access  to  $100,000,  half  of  that  supplied  by  Suttor" 
That  might  seem  like  a  large  cushion,  but  Bassett  cautior 

that  he's  seen  too  many  tradei 
ruined  by  having  their  portfolic 
liquidated  when  they  couldr 
cover  losses. 

By  focusing  on  one  trade  at  I 
time,  rather  than  trying  to  jug 
three  or  four  deals  in  a  few 
utes'  time,  Bassett  is  able  to 
better  track  of  his  performance. 

Bassett  doesn't  like  noisy  trading  rooms,  and  he  doesr 
yell,  scream  or  tlail  his  arms  while  he  works.  He  prefers| 
quiet  communion  with  the  computer  screen  and  will  sit  at 
terminal  for  ten  minutes,  his  average  holding  time,  withoil 
saying  a  word. 

It's  not  a  glamorous  life,  and  it's  not  particularly  lucrJ 
live.  If  you  have  a  nice  job  doing  something  else,  we  recon] 
mend  you  keep  it. 


SI  L  I  N  E     EDUCATION 


Today,  providing  professional  online  learning  takes  more 

_*.  sound  instructional  design,  relevant  and  engaging  courses,  and  a  choice 

bf  learning  methods.  It  takes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively 

or  the  Web,  Element  K  offers  instructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference 

ibrary  and  dynamic  interaction  with  experts  and  peers.  Element  K  hosts  a  rich  learning  environment 

Ttegrated  with  a  powerful  learning  management  system.  Energize  knowledge  in  your  organization. 


Experience  www.elementk.com  Call  1-800-434-3466 


element  K 
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SAFE  HAVEN 

The  CD  rate  at  your  nearby  bank 
is  probably  rather  crummy.  But 
you  can  get  a  halfway  decent 
return  by  working  the  Internet. 

By  Rob  Wherry 


CDS— THE  ONES  YOU  INVEST  IN,  NOT  LISTEN  TO— ARE 
nothing  to  write  home  about.  Average  rate  as  of  May  8 
on  a  one-year  certificate  of  deposit:  5.6%.  That's  much 
worse  than  the  yield  on  a  one-year  Treasury  note. 

But  now  there's  .\n  Internet  angle.  Several  Web  sites  are 
dressing  up  CDs  online  for  a  new  generation  of  buyers  who 
fed  comfortable  flinging  their  net  worth  around  in  cyberspace. 
Sites  like  N4axrate.com,  (Denergy.com 
and  PNC  Bank.com  (operated  by  Pitts- 
burgh-based PNC  Financial  Services 
Group)  are  offering  auction-style  bid- 
ding that  can  make  your  (  I )  yield  com- 
petitive with  the  Treasui  J  alternative. 
ol  May  10  Maxrate    as  closing 
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deals  for  the  one-year  certificate  at  an  effective  annual  yield 
of  7.3%.  The  CD  interest,  though,  is  subject  to  state  income 
tax,  while  the  Treasury  coupon  is  exempt. 

Be  careful  in  making  yield  comparisons.  The  "coupon 
equivalent"  yield  on  T  notes  due  in  12  months  or  so  is  hover- 
ing just  above  6.8%.  Take  account  of  the  fact  that  coupon  bond* 
compound  every  six  months,  and  you  have  an  effective  annua 
yield  of  just  under  7%  on  the  T  note. 

Someone  living  in  no-tax  Texas  or  Washington  State 
would  be  better  off  with  a  7.3%  CD.  A  res- 
ident of  New  York  City  would  do  bettei 
with  the  T  note.  In  short,  the  CD  is  an  in 
triguing  alternative  to  the  Treasury  paper 
but  it's  no  screaming  buy. 

Some  things  to  contemplate  as  yoi 
weigh  your  options  in  fixed  income: 

■  A  CD  is  federally  insured  only  to  thi 
tune  of  $100,000  (plus  interest).  The  Trea 
sury  note  is  a  federal  obligation  in  an' 
amount. 

■  If  you  cash  in  a  CD  early,  you  ar 
likely  to  get  clipped  with  a  withdraws 
penalty.  The  T  note,  in  contrast,  is  read 
ily  salable. 

■  Unless  you  buy  the  T  note  at  origina 
issue  (in  a  noncompetitive  tender),  you 
yield  is  going  to  be  slightly  less  than  th 
institutional  yield  you  see  quoted  in  th 
paper.  That's  because  you  will  be  paying 
retail  markup  when  you  buy  the  note  i 
the  secondary  market. 

■  Many  online  CD  programs  capture  yoi 
e-mail  address  and/or  phone  numbe 
then  barrage  you  with  e-mail  and  phon 
call  pitches  to  buy  other  products  such  | 
mortgages  or  checking  accounts.  "Mo; 

banks  are  struggling  with  a  cost-efficient  way  of  attractin 
new  customers,"  explains  Andrew  Clem,  42,  PNC's  vice  pre; 
ident  of  online  marketing.  "We  thought  this  was  a  creatrv 
way  of  doing  that."  Of  course,  you  can  just  hang  up  or  delel 
the  e-mail. 

■  If  you  are  not  careful,  the  CD  will  get  rolled  over  when  yo 
would  rather  have  your  money  back. 


CD  rates  have  been  as  high 
as  7.3%,  over  100  basis 
points  above  the  average. 
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There  are  basically  two  models 
being  used  to  sell  CDs  online.  At  PNC's 
Auction  Zone,  consumers  are  pitted 
against  each  other  for  a  set  number  of 
CDs,  usually  around  50  at  a  time.  The 
bank  sets  the  CD  amount  and  an  ini- 
tial interest  rate  (around  10%).  Over 
the  next  four  days  it  runs  a  Dutch  auc- 
tion, awarding  the  CDs  to  the  bidders 
willing  to  take  the  lowest  rates.  The 
winners  send  in  the  money  electroni- 
cally and  get  cashed  out  at  maturity. 

The  other  method  is  more  like  The 
Dating  Game.  At  Maxrate.com,  due  to 
officially  launch  in  August,  banks  tell 
the  site  in  confidence  what  rate  they 
are  willing  to  pay  and  what  minimum 
CD  size  they  are  willing  to  sell.  You 
make  a  yield  bid  and  say  how  big  a  CD 
you  want,  and  get  matched  with  a  bank 
willing  to  pay  a  rate  equal  to  or  higher 
than  the  bid.  If  no  match  is  found,  the 
site  prompts  you  to  try  again  and  not 
be  so  greedy.  Interest  rates  tend  to  run 
one  or  two  percentage  points  above  the 
national  average.  F 


LIEN  ON  ME 

CDS  AREN'T  THE  ONLY  INVESTMENTS  GET- 
ting  an  online  makeover.  Several  sites  are 
offering  more  esoteric  fare— tax  liens  and 
municipal  bonds.  But  unlike  CDs,  which 
are  relatively  easy  to  understand,  these 
products  are  more  complicated  and  re- 
quire homework.  Be  careful. 

Tax  liens  are  levied  by  a  municipal- 
ity when  a  property  owner  falls  behind 
on  tax  payments.  Liens  are  equal  to  the 
amount  of  back  taxes  due,  and  carry 
hefty  interest  rates  of  up  to  18%. 
Cities  sometimes  sell  the  liens  off,  and 
the  buyers  wind  up  collecting  the  inter- 
est—and the  back  taxes— from  the 
property  owner. 

Interested?  At  Ax.com  you  can  bid  on 
liens  from  26  states.  Auctions  last  up  to 
two  weeks,  during  which  time  the  face 
value  and  interest  rate  are  beaten  down. 
Some  liens  are  sold  in  bundles  worth  as 
much  as  $5  million,  or  they  are  offered  as 


single  entities  with  values  as  small  as 
$500.  If  the  back  taxes  aren't  paid  within 
two  years,  you  can  foreclose  and  get  the 
property.  But  it's  a  risky  way  to  find  real 
estate.  What  if  the  property  is  near  a 
toxic  waste  dump? 

Tax-free  bonds  are  a  much  safer 
product.  But  there's  a  lot  to  sort  out:  the 
maturity  (up  to  30  years);  whether  the 
issuer  is  financially  healthy  (just  be- 
cause it's  called  a  "municipal  bond,"  you 
can't  assume  that  a  municipality  is  guar- 
anteeing it);  and  whether  the  bond  can 
be  called  in  early.  One  big  problem  with 
munis  from  all  but  the  biggest  issuers: 
They  are  hard  to  unload  in  the  sec- 
ondary market.  You  can  buy  munis  via 
auction  on  Web  sites  like  MuniAuction, 
MuniDirect,  BondAgent  and  ValuBond. 
But  people  with  less  than  $2  million  to 
invest  would  probably  be  better  off  with 
the  liquidity  and  diversification  of  a 
muni  bond  fund  (see  story,  p.  326). 

-R.W. 


ONLINE  BANKING'S 
GOODIES 

Hungry  to  steal  customers  from  traditional  banks, 
electronic  upstarts  are  ladling  out  enticements. 


By  Mark  Skousen 

TRADITIONAL  BANKS,  WITH  THEIR  STARCHY  LOAN  OFFI- 
cers,  bulletproof-glass-shielded  tellers  and  ubiquitous 
ATMs,  project  an  image  of  entrenched  solidity.  But  a  co- 
terie of  Internet-based  banks  has  arisen  and  it's  dangling  blan- 
dishments, most  notably  top  rates  and  no  fees,  to  attract  new 
customers.  Low  overhead  and  lack  of  costly  real  estate  help. 
These  upstarts  are  worth  looking  at.  Let's  face  it,  the 


The  e-banks  pay  among  tj 
highest  yields  on  certificates  I 
deposit — 7%  and  up  (coil 
pounded  annually)  for  a  thra 
year  CD,  versus  an  average  6.21 
for  land-based  institutions,  (m 
another  way  to  get  a  CD  using  J 
Internet  see  story,  p.  364.)  Tel 
bank,  owned  by  online  stock  bil 
kerage  E-Trade,  guarantees  yields  in  the  top  1%  of  CDs  acrJ 
the  country.  And  rest  assured  that  the  accounts  and  CDs  J 
backed  by  the  Federal  Deposit  Insurance  Corp.,  the  samef 
with  any  other  bank. 

Penny-pinchers  will  also  like  cyberbanking's  no-fee  bl 
paying  service.  The  beauty  of  electronic  bill  paying  is  it  d<] 
away  with  the  long  hours  writing  checks,  stuffing  envelop 
stamping  and  mailing  bills.  Traditional  banks  have  electro! 


friendly  local  banker  is  a  memory  lingering  from  Jimmy     paying  too,  but  they  soak  you  for  the  privilege.  Bank  of  Ami 


Stewart's  It's  a  Wonderful  Life.  You  can  say  good-bye  to  land- 
based  banks  with  their  long  lines,  surly  employees  and  in- 
convenient hours. 

One  of  the  most  alluring  features  of  Net-only  banks  is  the 

interest  they  pay  on  checking  accounts  (see  table,  p.  368). 

We're  talking  3%  to  6%,  with  account  minimums  ranging 

from  $50  to  $1,500.  Old-style  banks  fork  over  a  measly  2% 

ige,  and  only  for  large  accounts. 


ica's  $6  monthly  charge  is  typical.  You  can  get  this  feature  f| 
from  Bank  of  America,  but  only  as  part  of  certain  account 
of  which  require  at  least  a  $5,000  minimum  balance. 

Of  course,  if  you  want  to  pay  by  paper  checks,  onl  4 
banks  can  accommodate  you.  The  e-banks  even  pay 
printing  and  mailing  of  checks  to  your  address. 

Cyberbanks  won't  replace  your  local  bank  entirely, 
don't  have  ATMs.  They  can't  handle  local  businesses'  d<| 
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On  the  other  side, 
the  planets  meet 


Reverso 
Sun  Moon 

For  those 
with  celestial 
standards,  this 
Reverso  has  the 

elegance  to 

offer  both  the 

sun  and  the  moon,  and  then 

turns  smoothly  to  reveal  its 

intricate  workings  through 

a  sapphire  crystal  on  the 

other  side.  Complete  with 

power-reserve,  this  tiny 

mechanical  planet  is 

something  ot  a  star 

performer 


HAMILTON 

FAMILY-OWNED  JEWELERS  SINCE  1912 

1-800-5-HAMILTON 
2  Nassau  St.  (609)  683-4200     Palm  Beach  Gardens,  The  Gardens  (561)  775-3600 
N        LAWRENCEVILLE        PALM  BEACH        PALM  BEACH  GARDENS 
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cash  deposits.  They  don't  make  local  business  loans.  And 
they  can't  offer  safe  deposit  boxes.  But  they  can  do  practically 
everything  else — take  deposits,  wire  money,  issue  debit/credit 
cards  and  extend  mortgage,  automobile  and  personal  loans. 
Further,  they  are  open  24  hours  a  day,  many  of  them  with 
800  numbers  and  live  phone  tellers  to  handle  your  questions. 

The  e-banks  are  showing  a  lot  of  innovation  at  making 
up  for  deficiencies.  Example:  NetBank  offers  a  virtual  safe  de- 
posit box.  For  as  low  as  $3  a  month,  you  can  scan  into  your 
box  the  electronic  copies  of  your  tax  returns,  contracts,  wills 
and  even  family  photos.  All  are  as  safe  from  flood,  fire  and 
theft  as  they  are  inside  a  vault. 

The  fact  that  they  don't  own  their  own  ATMs  is  a  prob- 
lem for  the  e-banks.  That  means  you  must  put  up  with  pesky 
fees  (typically,  $1.50)  when  using  some  other  institution's 
ATMs.  But  e-banks  are  trying  to  combat  that  by  listing  free 
ATMs  near  you  (yes,  they  do  exist).  And  some  e-banks,  such 
as  Everbank  and  WingspanBank,  rebate  up  to  $5  per  month 
of  ATM  fees. 

The  online  banks  offer  other  come-ons  that  aren't  bad. 
Everbank's  Visa  credit  card  earns  frequent-flier  miles  with  all 
U.S.  airlines.  There  are  no  blackout  periods  as  long 
as  you  book  21  days  in 
advance. 

On  loans,  the  e-banks 
are  competitive,  and  in 
some  cases,  better  than  the 
conventional  crew.  Tele- 
bank  charges  7.85%  on  new 
car  loans  for  36  months  and 

9.25%  for  72  months.  That's  better  than  most  land-based 
banks.  Everbank's  instant  mortgage  quote  system  charges  no 
points  or  prepayment  penalties  on  its  loans.  The  current  rate 
for  a  $200,000,  30-year  mortgage  is  8.375%.  At  California's 
conventional  banks,  it  averages  M.5%. 

Cyberbanking  offers  so  many  opportunities  that  new 
competitors  are  constantly  entering  the  field.  Some  are  on 


#    0 


m  0 


|  Biggest  minus:  lack 
of  ATMs.  But  some 
rebate  ATM  fees. 
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Netting  Good  Deals 

E-banks  pay  decent  checking  account  interest  on  modest  balances,  unlike  the 
land-based  competition.  And  Net  bankers  also  offer  a  host  of  special  come-ons. 

Annual 
Bank                                       interest  rate         Minimum1        Special  features 

CompuBank/compubank.com 
888-479-9292 

4.07% 

$1,000 

Links  you  to  a  list  of  free  local  ATMs 

Everbank/everbank  com 
888-882-3837 

601 

1.500 

Visa  card  with  frequent-flier  miles 
and  no  blackout  periods 

NetBank/netbank.com 
888-2566932 

3.05 
4.00? 

50 

Virtual  safe  deposit  bo< 

Telobank/telebank.com 
800-TELEBANK 

3.15 
4.45 

1.000 
25.000 

Linked  with  E-Trade 

WingspanBank/wingspanbank. 
80Q-?72-9??2 

com     10. 003 
4.50 

100 
10,000 

Rebates  on  ATM  charges 

1'innd  in  checking  account  to  accrue  interest 
to  $10,000 

?$4.50  monthly  fee.  'Limited-time  offer  unti  Sept  1.  for 

the  small  side  right  n 
Everbank  launched  its 
bership  in  January,  and 
a  mere  4,000  custom 
and  $60  million  in 
posits.  But  already,  Gomez  Advisors'  Online  Bank 
Scorecard  has  ranked  it  among  the  top  ten  (as  of  Februa 
On  the  more  established  side,  NetBank  is  the  wor 
biggest  Internet  bank  with  $1.4  billion  in  assets  and  m\ 
than  90,000  deposit  accounts.  NetBank's  stock  p 
was  as  high  as  $78  last  year,  but  has  fallen  to  $11  a 
hard  times  for  e-commerce  and  financial  businesses 
Wall  Street. 

WingspanBank  is  the  sole  Net  baj 
owned  by  a  traditional  institution,  Ba 
One.  It  is  allowed  to  run  its  own  affa; 
however. 

The  competition  from  Net  upstd 
has  forced  the  big  banks  to  ol 
some  similar  services.  They  inch 
Citibank  (citibank.com/us), 
Fargo  (wellsfargo.com)  and  Baj 
Boston  (bankboston.com).  But  tl 
still  don't  match  the  high  payout 
the  pure  Net  banks. 


Mark  Skousen  (www.mskousen.com  ( is  nuth 
ol  The  New  Scrooge  Investing  (McGrnw-Hil 
TWO 
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1  mutual  fundi  to  unit  investment  trusts,  Van  Kampen  has  nearly  jour  generations 

onej  management  experience.  Because  enjoying  life  is  what  life  is  really  all  about. 

your  financial  advisor  or  I-800-23I-2808.   Or  visit  www.vankampen.com 


VAN  KAM PEN 

Generations  of  Experience 


'ospectus  contoining  more  complete  information,  including  a  discussion  of  risk  considerations,  charges  and  expenses  for  ony  Van  Kampen  investment  product,  contoct  your  financial  odvisor. 
read  the  prospectus  carefully  before  investing  or  sending  money  Distributed  by  Von  Kampen  Funds  Inc  ,  l  Porkview  Plaza,  Oakbrook  Terrace,  IL  601 81c  2000  Van  Kampen  Funds  Inc. 


>i  trademarks  of  Microsoft  Corporation  in  the  United  States  and/t 
'ts  depicted  hen  \o  assoctatton  with  any  real  company,  organisation,  product,  person  or  event  is  intended  or  should  be  interred. 


^J 

Pro,- 

3?  ■  «•#«•" 

™  _     -                     i— 

— 1                       '_-  - 

wm    M 

M^^Mm^m^— M    1                     ^~       J 

■ 

II  " 

^^^^^^^^M 

^P5| 

I" -•"='■-"_ 


The  Business  Internet  | 
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The  best  way  to  manage  your  projects  is  to  have  the  information  you  need  right  in 

:200O-:    front  of  you.  Microsoft    Project  2000  gives  you  that  information  by  providing 

xible  tools  for  organizing,  viewing  and  analyzing  project  data  and  by  allowing  your  team  members  to 

I  heir  status  through  the  Web- which  is  yet  another  way  of  making  The  Business  Internet  work  for  you. 

e  the  most  accurate  status  information  comes  from  those  doing  the  work.  Microsoft  Project  2000 

eludes  a  simple.  Windows  based  interface  that  team  members  can  access  from  the.r  Web  browsers  to 

bvide  collaborative  input.  Its  called  Microsoft  Project  Central,  and  it  can  give  you  up  tathe  minute  data 

it  will  help  you  make  the  best  decisions  for  your  business.  To  learn  more  or  to  order  a  trial  CD.  visit  out 

www.microsoft.com/go/project 

Microsoft 

Where  do  you  want  to  go  today? 
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Real  Estate 


HOME  EQUITY  ARBITRAGE 

Want  to  cash  in  on  your  highly  appreciated  real  estate?  Instead 
of  trading  up,  think  about  placing  a  trade — for  REIT  shares. 


By  Stephane  Fitch 

NEW  YORK  ACCOUNTANT  RICK  M. 
Kantor  has  a  problem,  albeit  a 
problem  we  would  all  like  to  have. 
His  2,700-square-foot  apartment  on 
Central  Park  West  is  worth  maybe  $2.5 
million,  more  than  double  his  invest- 
ment in  it.  Now  Kantor  says  he's  "itchy  to 
do  something"  about  the  mother  lode 
of  equity  smoldering,  unused,  within 
his  walls. 

The  obvious  move  for  someone  in 
Kantor's  situation  is  to  trade  up  to  a  larger 
place.  But  he  doesn't  want  to  sell.  This  is 
his  dream  home.  He  and  his  wife  bought  it 
in  1993  for  $810,000,  then  blew  through 
$450,000  renovating  it,  customizing  the 
kitchen  and  installing  a  hot  tub.  "We  went 
for  things  that  we  didn't  really  need,  figur- 
ing we'd  stay  here,"  he  says.  Trading  up 
would  also  mean  paying  tax  on  all  but  the 
first  $500,000  of  his  capital  gain. 

Here's  an  alternative  he  should  weigh, 
and  you  might  too:  Take  out  a  second 
mortgage  and  invest  the  proceeds  in  a 
portfolio  of  real  estate  investment  trusts. 
The  REITs  throw  off  fat  dividends,  about 
enough  to  cover  the  payments  on  the 
mortgage.  He  would  deduct  the  mortgage 
interest  against  this  investment  income. 
With  the  dividend  income  in  the  picture,  Kantor  would  side- 
step the  usual  rule  that  you  can't  deduct  interest  on  more 
than  $100,000  of  after-the-fact  home  mortgages — those 
being  defined  as  mortgages  not  used  to  finance  the  original 
purchase  or  an  improvement. 

It's  a  risky  move,  to  buy  stocks  on  margin.  REIT  share 
prices  have  been  clobbered  over  the  past  two  years.  But  it 
would  be  riskier  still  to  buy  a  bigger  Central  Park  West  apart- 
ment on  margin;  there's  no  telling  if  the  inflated  prices  in 
Manhattan  real  estate  are  about  to  collapse.  Unlike  the  REIT, 
the  apartment  trade-up,  moreover,  is  as  much  consumption 
as  it  is  investment. 

If  Kantor  took  out  a  second  mortgage  now,  he'd  prob- 
ably pay  9%  or  so  in  interest.  He  could  get  REITs  yielding 
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rTne  REIT  dividends  can 
nearly  offset  payments  on 
your  second  mortgage. 


close  to  that  or  a  bit  more.  The  Summit  Properties  REIT,  fo 
example,  has  a  well-covered  dividend  equal  to  8.1%  of  i 
share  price.  United  Dominion  yields  10.3%.  And,  even 
the  REIT  shares  do  not  appreciate  for  the  next  several  year 
there  is  a  decent  chance  that  their  dividends  will  climb  wit 
inflation  and  eventually  surpass  the  interest  cost  oft! 
mortgage. 

If  Kantor  needs  another  reason  to  favor  the  investmei 
option  over  the  trade-up,  it's  the  relative  pricing.  Apartmen 
with  views  of  Central  Park  are  worth  $1,000  to  $2,000  p< 
square  foot.  But  REITs  are  cheap.  Buy  AvalonBay  stock  and  i 
effect  you're  paying  $135  per  square  foot  to  own  prim 
apartments.  (How  to  get  that  number:  Take  AvalonBay's  $2J 
billion  market  value,  add  $1.8  billion  of  debt,  and  divide 
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We'll  help  you  touch  all  the  bases. 

All  business  is  personal.  When  you  need  the  flexibility  to  maximize  every  day,  turn  to 

Flight  Options.  We've  made  jet  ownership  truly  affordable.  Flight  Options  can  put  you  in  the 

jet  that  matches  your  mission  for  35%  less  than  the  competition.  As  the  first  company  to  take 

fractional  jet  ownership  into  the  pre-owned  marketplace,  we  revolutionized  the  industry  with 

our  pricing,  standards  and  unprecedented  30-day  walk-away  guarantee.  Add  in  guaranteed 

liquidity,  100%  availability,  world-class  service  and  amenities  and  there's  only  one  option. 

Flight  Options.  For  detailed  information,  and  to  schedule  a  confidential  consultation  on 

the  right  sized  jet  for  your  needs,  call  877.703.2348  today.  We've  got  your  options. 


phone:  216.797.8345       fax:  216.797.6024      www.flightoptions.com 
Kinal  aircraft  shares  are  available  in  small,  mid-range  &  large  cabin  business  jets  including  the  Citation  II,  Beechjet  400A,  Citation  III,  Hawker  800,  Falcon  50  and  Challenger  601. 
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the  35  million  square  feet  of  space  it  owns.) 

Although  REITs  remain  out  of  favor  on  Wall  Street,  the 
tide  is  turning.  Goldman  Sachs'  chief  investment  strategist, 
Abby  Joseph  Cohen,  and  all-purpose-investor  Warren  Buffett 
are  both  bullish  on  REITs. 

Let's  see  how  Kantor  would  fare  should  he  take  out  a  sec- 
ond mortgage  to  buy  real  estate  shares.  A  30-year  second 
mortgage  of  $600,000,  at  an  interest  cost  of  9.1%,  would  cost 
him  $58,600  in  annual  debt  service; 
$58,300  of  it  is  interest  in  the  first  year. 
A  portfolio  of  REITs  could  easily  yield 
8%,  or  $48,000.  REITs  are  required  to 
distribute  almost  all  of  their  taxable  in- 
come, but  often  they  pay  out  more  than 
that.  The  taxable  income  is  figured  after 
a  generous  writeoff  for  depreciation, 
even  if  the  property  in  question  is  appreciating,  not  depreci- 
ating, in  value.  Any  distributions  above  and  beyond  taxable 
income  are  deemed  a  "return  of  capital,"  not  immediately 
taxable.  (Return-of-capital  payouts  do  not  go  on  your  1040. 
Instead,  they  reduce  your  tax  cost  of  the  shares,  potentially 
increasing  the  capital  gain  you  have  to  report  someday  when 
you  sell  the  shares.) 

Let's  say  that  Kantor  pulls  in  $40,000  of  taxable  dividends 
and  $8,000  as  a  return  of  capital.  The  $40,000  would  be  fully 
offset  by  the  mortgage  interest.  Of  the  remaining  $18,300  of 
interest  he's  paying,  $9,100  would  probably  be  deductible  as 


home  mortgage  interest  (remember,  you  get  that  $100,00 
allowance  on  second  mortgages),  and  the  $9,200  balanc 
could  be  used  to  absorb  other  taxable  investment  income,  h 
current  or  future  years.  His  $600,000  tax  cost  for  the  share 
would  be  written  down  to  $592,000. 

If  REIT  prices  climb  a  modest  14%  by  2002,  Kantor  coul 
sell  his  shares,  pay  off  his  second  mortgage  and  walk  awa 
with  an  $84,000  capital  gain.  If  the  REIT  holdings  fall  14%, 


If  REITs  rebound,  you  can 
pay  off  the  loan  and  walk 
away  with  a  capital  gain. 


would  be  looking  at  a  paper  loss  of  the  same  amount, 
could  take  the  loss  or  just  sit  tight.  It  is  likely,  although  nc 
certain,  that  the  REIT  dividends  would  grow  to  eventual 
overtake  his  $58,600  mortgage  payments. 

This  is  risky,  yes,  but  safer  than  trading  up  to  a  much  bij 
ger  domicile.  Suppose  Kantor  sold  the  Central  Park  We 
home  and  used  the  aftertax  proceeds  as  a  down  payment  o 
an  $8.5  million  apartment  off  Park  Avenue.  Well,  even  if 
could  afford  the  $544,000  in  annual  mortgage  payments, 
mere  14%  slide  in  apartment  prices  in  Manhattan  would  de 
him  a  much  greater  paper  loss:  $1.2  million. 


BE  A  LANDLORD 

Scared  silly  by  Nasdaq  volatility?  So  are 
lots  of  people,  which  might  finally  give 
long-suffering  REITs  their  day  in  the  sun. 


By  Scott  Woolley 

PITY  THE  POOR  EXECUTIVES  OF  PUBLIC  REAL  ESTATE 
companies.  Unloved  by  investors,  they  are  resorting  to 
desperate  measures  to  attract  attention. 
The  National  Association  of  Real  Estate  Investment 
Trusts  opened  an  advertising  campaign  last  year  pitching 
REITs  as  reliable  investments  that  help  investors  "secure  their 
future."  Whoops — REIT  stocks  fell  1 1%  in  the  six  months  fol- 
lowing the  campaigns  launch. 

The  latest  trick  to  catch  investors'  attention  is  tech-fla- 
vored sidelines.  Don't  be  dazzled.  You  should  buy  REITs  be- 
cause you  want  an  inflation-protected  income  stream,  and 
you  should  evaluate  them  on  that  basis. 

As  an  example  of  the  distractions  in  store  for  you,  BRE 

Properties,  an  apartment  REIT,  hopes  to  spin  off  VelocityHSI, 

which  offers  high-speed  Internet  access.  (It's  not  completely 

\  ant  to  the  real  estate  business;  the  service  was  first  of- 
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fered  to  BRE's  residential  tenants.)  Taubm 
Centers,  owner  of  17  large  malls  across  t 
U.S.,  now  owns  part  of  Fashionmall.com.  A& 
Property  owns  a  piece  of  online  grocer  We 
van,  which  happens  to  be  the  industrial  REIT 
biggest  tenant. 

Will  this  make  REITs  any  more  valuabl 

Please.  Says  Michael  Kirby,  a  principal 

Green  Street  Advisors,  a  top  REIT  research  firm:  "There 

plenty  of  ways  to  invest  your  money  in  technology.  Giving 

to  a  REIT  CEO  does  not  go  to  the  top  of  my  list." 

Behind  this  desperation  is  a  bear  market  in  REIT  stoc 
that  began  two  years  ago,  even  though  the  industry  was  po 
ing  steady  earnings  and  dividend  increases.  Since  the  begi 
ning  of  1998  REIT  stocks  have  tumbled  17%.  That's  even 
the  S&P  500  almost  doubled  and  the  Nasdaq  nearly  tripled.  J 
battered  are  REITs  that  they  now  trade  at  90%  of  their  e: 
mated  net  asset  value,  according  to  Green  Street. 

But  there's  reason  to  hope  that  REITs  will  come  out  of 
doghouse.  In  crazy  April  the  Nasdaq  fell  16%,  and  the  schij 
ophrenic  Dow  ended  2%  lower.  The  same  panicky  investo 
sent  equity  REITs  up  7%.  As  of  mid-May,  they  were  up  a 
other  3%. 

"This  is  a  natural  moment  for  investors  to  look  to  REIT 
says  a  hopeful  Steven  Wechsler,  president  of  the  National 


ibu  don  t  settle  for 

dial-up  at  the  office.  Whu 

put  up  with  it  on  the  road? 

hen  you  travel,  make  sure  you  stay  at  a  hotel  that  offers  CAIS  Internet.  It's  30-50  times  faster  than  dial-up  service.  It's  in  more  hotels  than  any  other  provider.  And  all  you 
i  is  bring  your  ethernet  card,  plug  if  in.  and  get  to  work.  Check  it  out:  ALABAMA  —  Embassy  Suites  Montgomery.  Montgomery  334-269-5055  •  Hilton  Garden  Inn  Orange  Beach  Beachfront, 
dnge  Beach  334-974-1600  ARIZONA  —  Hilton  Phoenix  Airport.  Phoenix  480-894-1600  •  Hilton  Scottsdale  Resort  and  Villas.  Scottsdale  480-948-7750  •  Hilton  Suites  Phoenix  Plaza, 
loenix  602-222-1111  •  Holiday  Inn  Palo  Verde.  Tucson  520-746-1161  •  Marriott  University  Park.  Tucson  520-792-4100  •  Pointe  Hilton  South  Mountain  Resort.  Phoenix 
12-431-6402  •  Pointe  Hilton  Squaw  Peak  Resort.  Phoenix  602-997-2626  CALIFORNIA  —  Anaheim  Orange  Hilton  Suites.  Orange  714-938-1111  •  Beverly  Hills  Hilton.  Beverly  Hills 
0-285-1380  •  Embassy  Suites  Monterey.  Monterey  831-393-1115  •  Hampton  Inn  &  Suites  Garden  Grove.  Garden  Grove  714-703-8800  •  Hilton  Burbank  Airport  &  Convention  Center, 
jrbank  81 8-843-6000  •  Hilton  Garden  Inn  Anaheim-Garden  Grove.  Garden  Grove  71 4-703-91 00  •  Hilton  Garden  Inn  Arcadia-Pasadena.  Arcadia  626-574-6900  •  Hilton  Garden  Inn  LAX/EI 
igundo,  El  Segundo  310-726-0100  •  Hilton  Garden  Inn  Valencia  Six  Flags.  Valencia  661-254-8800  •  Hilton  Inn  in  Torrance.  Torrance  310-540-0500  •  Hilton  La  Jolla  Torrey  Pines.  La  Jolla 
.8-558-1500  •  Hilton-Long  Beach.  Long  Beach  562-983-3400  •  Hilton  Los  Angeles  Airport.  Los  Angeles  310-410-4000  •  Hilton-Oakland  Airport.  Oakland  510-635-5000  •  Hilton  Palm 
>nngs  Resort.  Palm  Springs  760-320-6868  •  Hilton  Pasadena.  Pasadena  626-577-1000  •  Hilton  San  Diego  Resort,  San  Diego  619-276-4010  •  Hilton  San  Francisco  &  Towers.  San 
ancisco  415-771-1400  •  Hilton-Whittier.  Whittier  562-945-8511  •  Holiday  Inn  Bay  Bridge.  Emeryville  510-658-9300  •  Holiday  Inn  Northglenn.  Northglenn  303-452-4100  •  Holiday  Inn 
H.ramento  Capitol  Plaza.  Sacramento  916-446-0100  •  La  Jolla  Marriott.  La  Jolla  858-587-1414  •  Ontario  Airport  Hilton,  Ontario  909-980-0400  •  Pleasanton  Hilton.  Pleasanton 
'5-463-8000  •  Ramada  Hollywood.  Los  Angeles  323-660-1788  •  Regal  Biltmore  Hotel  by  Richfield.  Los  Angeles  213-624-1011  •  Wyndham  Garden  Hotels,  Sunnyvale  408-747-0999 
3LORADO  —  Hilton  Garden  Inn  -  Denver  International  Airport.  Aurora  303-371-9393  •  Holiday  Inn  Denver  International  Airport.  Aurora  303-418-0400  •  Radisson  Hotel  Denver  Stapleton. 
-met  303-321-3500  •  Radisson  Inn  Colorado  Springs  North.  Colorado  Springs  719-598-5770  •  Radisson  North  Denver  Graystone  Castle.  Thornton  303-451-1002  CONNECTICUT  — 
ton  Southbury.  Southbury  203-598-7600  DISTRICT  OF  COLUMBIA  —  Embassy  Square  Summerfield  Suites.  Washington.  DC  202-659-9000  •  Hilton  Washington  and  Towers. 
ashington,  DC  202-483-3000  •  Marriott  at  Metro  Center.  Washington.  DC  202-737-2200  •  The  Capitol  Hilton.  Washington.  DC  202-393-1000  •  The  Washington  Court  Hotel  on  Capitol  Hill. 
ion.  DC  202-628-2100  •  Washington  Marriott.  Washington.  DC  202-872-1500  FLORIDA  —  Embassy  Suites  Tampa.  Tampa  813-977-7066  •  Hilton  Garden  Inn  Jacksonville  JTB/ 
^erwood  Park.  Jacksonville  904-997-6600  •  Hilton  Garden  Inn  Lake  Mary,  Lake  Mary  407-531  -9900  •  Hilton  Garden  Inn  Tallahassee.  Tallahassee  850-385-3553  •  Hilton  Marco  Island  Beach 
;sort.  Marco  Island  941-394-5000  •  Hilton  Naples  &  Towers,  Naples  941-430-4900  •  Hilton  Orlando-Altamonte  Springs.  Altamonte  Springs  407-830-1985*  Hilton  Palm  Beach  Airport.  West 
ilrr  Beach  561-684-9400  •  Hilton  Sandestm  Beach  and  Golf  Resort,  Destin  850-267-9500  •  Radisson  Resort  Coral  Springs.  Coral  Springs  954-753-5598  •  Staybridge  Suites  by  Holiday 
i    Miami  305-500-9100  •  Staybridge  Suites  by  Holiday  Inn.  Naples  941-643-8002  •  Westin  Innisbrook  Resort.  Palm  Harbor  727-942-2000  •  World  Golf  Village  Resort  Hotel. 

Augustine  904-940-8000  GEORGIA  —  Hilton  Atlanta  Airport,  Atlanta  404-767-9000  •  Hilton  Atlanta  and  Towers  Downtown,  Atlanta  404-659-2000  •  Hilton  Atlanta  Northwest,  Atlanta 
'0-953-9300  •  Hilton  Garden  Inn  Atlanta  North  Johns  Creek,  Duluth  770-476-1 966  •  Hilton  Garden  Inn  Atlanta  Perimeter  Center.  Atlanta  404-459-0500  •  Hilton  Savannah  DeSoto.  Savannah 
^-232-9000  •  Holiday  Inn  Select  Atlanta  Airport.  South  College  Park  404-763-8800  •  Radisson  Riverfront  Hotel.  Augusta  706-722-8900  •  Staybridge  Suites  by  Holiday  Inn.  Alpharetta 
'0-569-7200  •  Staybridge  Suites  by  Holiday  Inn  Atlanta  Perimeter,  Dunwoody  678-320-0111  •  Westin  Peachtree  Plaza,  Atlanta  404-659-1400  HAWAII  —  Hilton  Hawaiian  Village.  Honolulu 
B-949-4321  •  Hilton  Waikoloa  Village.  Waikoloa  808-886-1234  •  ILLINOIS  —  Doubletree  Club  Hotel.  Palatine  847-359-6900  •  Hilton  Chicago  and  Towers,  Chicago  312-922-4400  •  Hilton 
ncago  O'Hare  Airport,  Chicago  773-686-8000  •  Hilton  Garden  Inn  of  Addison,  Addison  630-691-0500  •  Hilton  Garden  Inn  Chicago  Downtown.  Chicago  312-595-0000  •  Hilton  Lisle- 
,;>erville.  Lisle  630-505-0900  •  Hilton  Northbrook.  Northbrook  847-480-7500  •  Hilton  Oak  Lawn.  Oak  Lawn  708-425-7800  •  Hilton  Springfield.  Springfield  217-789-1 530  •  Oakbrook  Terrace 
Ion  Suites.  Oakbrook  Terrace  630-941-0100  •  Palmer  House  Hilton,  Chicago  31 2-726-7500  •  Radisson  Hotel  Alsip.  Alsip  708-371  -7300  INDIANA  —  Ramada  Inn  Plaza  Hotel  Conference 
wter.  Columbus  812-376-3051  IOWA  —  Collins  Plaza,  Cedar  Rapids  319-393-6600  •  Embassy  Suites  on  the  River,  Des  Moines  515-244-1700  •  Radisson  Davenport.  Davenport 
9-322-2200  KANSAS  —  Hilton  Wichita  Airport  Executive  Conference  Center.  Wichita  31 6-945-5272  KENTUCKY  —  Hilton  Garden  Inn  Louisville  East.  Louisville  502-297-8066  •  University 
aza  Bowling  Green  Bowling  Green  270-745-0088  LOUISIANA  —  Hilton  New  Orleans  Airport.  Kenner  504-469-5000  •  New  Orleans  Hilton  Riverside.  New  Orleans 
14-561-0500  MARYLAND  —  BWI  Airport  Marriott.  Baltimore  410-859-8300  •  Gaithersburg  Hilton.  Gaithersburg  301-977-8900  •  Hilton  Garden  Inn  White  Marsh.  Baltimore  410-427-0600 
Staybridge  Suites  Columbia/Baltimore.  Baltimore  41 0-964-9494  MASSACHUSETTS  —  Hilton  Logan  Airport.  Boston  61 7-568-6700  MICHIGAN  —  Hilton  Garden  Inn  Plymouth.  Plymouth 
14-420-0001  •  Hilton  Inn  Southfield.  Southfield  248-357-1100  •  Hilton  Suites  Auburn  Hills.  Auburn  Hills  248-334-2222  MINNESOTA  —  Hilton  Minneapolis  &  Towers.  Minneapolis 
^  376-1000-  Radisson  Plaza  Minneapolis.  Minneapolis  612-339-4900  •  Staybridge  -  Eagan.  Eagan  320-235-7207  MISSOURI  —  Chateau  on  the  Lake,  Branson  417-334-1161  •  Embassy 
utes  Hotel  at  KCI  Airport.  Kansas  City  816-891-7788  •  Holiday  Inn  North,  Springfield  417-865-8600  •  Holiday  Inn  University  Plaza.  Springfield  417-864-7333  •  Homewood  Suites  -  KCI 
rport.  Kansas  City  816-880-9880  •  St.  Louis  Frontenac  Hilton.  St.  Louis  314-993-1100  •  Wmgate  Inn,  Maryland  Heights  314-209-0001  NEBRASKA  —  Embassy  Suites  Hotel.  Omaha 
12-346-9000  •  Staybridge  Suites  by  Holiday  Inn,  Lincoln  402-438-7829  NEW  JERSEY  —  Brunswick  Hilton.  East  Brunswick  732-828-2000  •  Fort  Lee  Hilton,  Fort  Lee  201-461-9000  • 
jmpton  Inn  &  Suites  Cherry  Hill,  Voorhees  856-346-4500  •  Hilton  at  Short  Hills.  Short  Hills  973-379-0100  •  Hilton  Newark  Airport.  Elizabeth  908-351-3900  •  Hilton  Woodclitf  Lake.  Woodcliff 
ike  201-391-3600  NEW  YORK  —  Best  Western  MacArthur  Hotel,  Holtsville  631-758-2900  •  Comfort  Inn  East  Syracuse,  East  Syracuse  315-437-0222  •  Hilton  Garden  Inn,  Saratoga 
jnngs  51 8-587-1 500  •  Hilton  Garden  Inn  Albany  Airport.  Albany  518-464-6666  •  Hilton  New  York  and  Towers.  New  York  21 2-261  -5755  •  Hilton  Pearl  River.  Pearl  River  91 4-735-9000  •  Hilton 
/e  Town.  Rye  Brook  91 4-939-6300  •  Hilton  Tarrytown.  Tarrytown  914-631  -5700  •  Radisson.  New  York  212-755-4400  •  Howard  Johnson  on  34th  Street,  New  York  212-947-5050  •  Radisson 
Dlel  JFK  Airport.  Jamaica  718-322-2300  •  Ramada  Inn  East  End.  Riverhead  631-369-2200  •  Days  Hotel  Rochester.  Rochester  716-464-8800  •  Waldorf  Astoria.  New  York 
i2-355-3000  NORTH  CAROLINA  —  Days  Inn  Thomasville.  Thomasville  336-472-6600  •  Embassy  Suites  Cary  (Raleigh  Durham  Airport).  Cary  91 9-677-1 840  •  Embassy  Suites  Greensboro, 
reensboro  336-668-4535  •  Hampton  Inn  Henderson.  Henderson  252-492-3007  •  Hilton  Charlotte  and  Towers.  Charlotte  704-377-1500  •  Hilton  Charlotte  University  Place.  Charlotte 
K-547-7444  ext  7176  •  Hilton  North  Raleigh.  Raleigh  919-872-2323  •  Homewood  Suites  Greensboro  Airport.  Greensboro  336-393-0088  •  Microtel  Inn  &  Suites.  Raleigh 
19-231-0002  •  Ramada  Charlotte.  Charlotte  704-527-3000  •  Sheraton  Grand  New  Bern.  New  Bern  252-638-3585  •  Staybridge  Charlotte-Arrowhead.  Charlotte  704-527-6767  OHIO  — 
Hon  Garden  Inn  Cleveland  Airport.  Cleveland  216-898-1898  •  Hilton  Garden  Inn  Twinsburg.  Twinsburg  330-405-4488  •  Radisson  Hotel  at  Gateway.  Cleveland  216-377-9000  •  Ramada 
aza  Columbus  North.  Columbus  614-846-0300  OKLAHOMA  —  Hilton  Garden  Inn  Oklahoma  City.  Oklahoma  City  405-942-1400  •  Hilton  Garden  Inn  Tulsa  Airport.  Tulsa  918-838-1444 
REGON  —  Embassy  Suites  at  Portland  Airport.  Portland  503-460-3000  •  Hilton  Garden  Inn  Portland  Airport.  Portland  503-255-8600  •  Hilton  Hotel  Portland,  Portland  503-226-1611  • 
aybndge  Suites  at  the  Portland  Airport.  Portland  503-262-8888  PENNSYLVANIA  —  Best  Western  Hotel  &  Conference  Center.  Exton  610-363-1100  •  Hampton  Inn  Downingtown/Exton. 
"■  ville  61 0-363-5555  •  Hilton  Harnsburg  &  Towers.  Harnsburg  71 7-233-6000  •  Hilton  Pittsburgh.  Pittsburgh  41 2-391  -4600  •  Hilton  Valley  Forge.  King  of  Prussia  61 0-337-1 200  •  Philadelphia 
lilton,  Philadelphia  215-365-4150  SOUTH  CAROLINA  —  Embassy  Suites  Greenville  Golf  Resort.  Greenville  864-676-9090  •  Staybridge  Suites  by  Holiday  Inn.  Myrtle  Beach 
13-903-4000  SOUTH  DAKOTA  —  Holiday  Inn  City  Centre.  Sioux  Falls  605-339-2000  •  Holiday  Inn  Rushmore  Plaza.  Rapid  City  605-348-4000  TENNESSEE  —  Hilton  East  Memphis. 
i  phis  901-767-6666  •  Hilton  Knoxville.  Knoxville  423-523-2300  •  Hilton  Suites  Brentwood.  Brentwood  61 5-370-01 1 1  •  Radisson  Summit  Hill.  Knoxville  423-522-2600  TEXAS  —  Embassy 
Jiles  Outdoor  World.  Grapevine  972-724-2600  •  Hampton  Inn  &  Suites  at  Rodeo  Center.  Mesquite  972-329-3100  •  Hilton  DFW  Lake  Executive  Conference  Center.  Grapevine  81 7-481-8444 
E!  Paso  Airport.  El  Paso  915-778-4241  •  Hilton  Garden  Inn.  Addison  972-233-8000  •  Hilton  Garden  Inn  Austin  -  Round  Rock.  Round  Rock  512-341-8200  •  Hilton  Garden  Inn  Las 
olinas.  Irving  972-444-8434  •  Hilton  Garden  Inn  North  Fort  Worth.  Fort  Worth  81 7-222-0222  •  Hilton  Houston  Hobby  Airport.  Houston  71 3-645-3000  •  Hilton  Houston  Plaza  Hotel.  Houston 
13-313-4000  •  Holiday  Inn  Beaumont  Plaza.  Beaumont  409-842-5995  •  Hyatt  Regency  Austin  on  Town  Lake.  Austin  512-477-1234  •  Hilton  Houston  Hobby  Airport.  Houston  713-645-3000 
Las  Colinas  Wyndham.  Irving  972-650-1600  •  Radisson  Houston  Hobby  Airport.  Houston  713-943-7979  •  Staybridge  Dallas/Las  Colinas.  Dallas  972-465-9400  •  Staybridge  Suites  by 
oiiilay  Inn.  Houston  713-355-8888  •     Staybridge  Suites  by  Holiday  Inn.  San  Antonio  210-558-9009     VERMONT  —  Ramada  Inn  White  River  Junction.  White  River  Junction 

^■295-2000  VIRGINIA  —  Hilton  Alexandria  at  Mark  Center.  Alexandria  703-845-1010  •  Hilton  Norfolk  Airport.  Norfolk  757-466-8000  •  Hilton  Richmond  Airport.  Sandston  804-226-6400 
'ASHINGTON  —  Bellevue  Courtyard.  Bellevue  425-869-5300  •  Hilton  Seattle.  Seattle  206-624-0500  •  Marriott  SeaTac  Airport,  Seattle  206-241  -2000  WEST  VIRGINIA  —  Embassy  Suites 
harleston,  Charleston  304-347-8700  WISCONSIN  —  Hilton  Garden  Inn  Green  Bay.  Green  Bay  920-405-0400  •  Marriott  Madison  West.  Middleton  608-831  -2000  •  Radisson  Hotel  Maylair. 
fauwatosa  414-257-3400  INTERNATIONAL  —  Century  Hyatt,  Tokyo,  Japan  81-3-3348-1234  •  Holiday  Crowne  Plaza.  Monterrey,  Mexico  011-52-8-319-6000,  Toll  Free:  1-800-637-3885 
Holiday  Inn  Crown  Plaza.  Taipei.  Taiwan  886-27635656  •  Holiday  Inn  Express.  Monterrey.  Mexico  011-52-8-389-6000  •  Park  Place  Ramada  Plaza.  Nova  Scotia.  Canada  902-468-8888 
Pnnce  George  Hotel.  Nova  Scotia.  Canada  902-425-1986 


lake  Sure  )  >ur  Hotel  Lets  You 


For  the  very  latest  list,  go  to  www.cais.com/hotel  or  call  888-252 -CAIS. 
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sociation  of  Real  Estate  Investment  Trusts.  He 
believes  the  volatile  Nasdaq  will  do  far  more 
than  any  ad  campaign  to  burnish  REITs'  image. 
"We've  seen  the  need  for  income-based  returns 
become  more  important,"  he  says. 

While  REITs  are  certainly  a  safer  investment 
than  Cisco  or  Amazon.com,  they  do  vary 
widely  in  their  relative  risk.  Some,  such  as 
Spieker  Properties,  are  heavily  reliant  on  tech- 
nology tenants  for  their  rental  income.  Oth- 
ers, including  Boston  Properties,  are  concen- 
trated in  big  city  office  markets,  which  would 
be  hardest  hit  in  a  recession.  And  mortgage 
REITs,  holders  of  property  loans  vulnerable  to 
defaults,  have  continued  to  struggle,  falling  1% 
in  April. 

Other  REIT  sectors,  however,  have  unrecog- 
nized strengths  that  could  dawn  on  spooked  in- 
vestors during  a  prolonged  overall  market  re- 
treat. Manufactured  homes  have  been  popular 
even  in  the  booming  1990s,  and  in  a  recession 
might  well  see  sales  increase  as  buyers  scale 
back  their  housing  needs,  says  Green  Street's 
Kirby.  Thus,  he  says,  stocks  of  REITs  that  own 
manufactured-home  communities  are  worth 
looking  at.  Other  specialty  REITs  that  intrigue 
him  own  prosaic  properties  such  as  self-storage 
sites  (see  table). 

Chateau  Communities  owns  165  manufac- 
tured-home neighborhoods  in  28  states,  with  names  like 
Colonial  Coach  Estates  in  Atlanta  and  Shady  Village  m 
Clearwater,  Fla.  The  company's  stock  has  dropped  slightly 
in  the  last  two  years,  despite  Chateau's  steadily  improving 
bottom  line. 

The  $26.69  share  price  is  now  15%  below  what  Green 
Street  figures  Chateau's  properties  would  be  worth  in  a  liqui- 
dation. It  yields  a  healthy  7.7%. 

Public  Storage  has  had  a  still  worse  time  over  the  past 
two  years,  managing  to  lose  a  quarter  of  its  stock  value.  The 


Safe  Havens 

Many  REITs  trade  at  deep  discounts  to  the  estimated  value  of  the  properties  they 
own,  have  sizable  yields  and  don't  rely  on  today's  high-tech  economy  for  the  bulk 
of  their  business.  In  other  words,  the  Nasdaq  they  are  not. 

Estimated  Discount 
Recent  net  asset        to 
Company                                                price       value         NAV     Yield   Description 

Chateau  Communities 

$26.69     $31.25 

-15% 

7.7%  Manufactured  homes 

Crescent  Real  Estate 

19.00      24.25 

-22 

116     Diversified 

Crown  American 

550        8.25 

-33 

15.1     Malls 

Manufactured  Home  Communities 

24.94       28.25 

-12 

6.7     Manufactured  homes 

Public  Storage 

22.44       26.50 

-15 

3.9     Storage 

Security  Cai  ital 

Sources.  Green  Sfrecf  Advisors:  Blco-. 

15.50       20.00 

-23 

—     Diversified 

company  bills  itself  as  the  largest  owner  and  operator 
storage  space  in  the  U.S.,  with  stakes  in  1,330  storage  pari 
And  the  company  appears  to  be  on  the  mend.  Expect  a  9 
gain  in  adjusted  funds  from  operations  this  year.  This  sta 
dard  measure  of  REIT  profitability  is  net  income  with  d 
preciation  added  back  in,  minus  maintenance-level  capi 
expenditures. 

Some  large,  diversified  REITs,  including  Crescent  Real  Esta 
also  trade  at  hefty  discounts  to  theoretical  liquidating  val 
and  come  with  substantial  yields.  Crescent  owns  everythi: 
from  office  buildings  to  luxury  hotels 
refrigerated  storage.  This  mishma 
boasts  an  1 1 .6%  yield — substantial  ev 
by  REIT  standards. 

Heartened  but  not  satisfied  by  th 
spring  run-up,  REIT  executives  contin 
to  search  for  ways  to  heighten  invest 
interest.  A  few  are  trying  new  public 
gambits,  including  at  least  two  m 
REITs  that  have  distributed  buy-oi 
stock  brochures  to  shoppers. 

Until  REIT  stocks  make  up  all  t 
ground  they  lost  in  the  past  few  yea 
expect  more  such  self-promotion.  A 
self-pity. 
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EPILOGUE 


m  which, 

your  heirs  will  miss 

your  wit,  your 

wisdom  and  u 


to  55% 

of  your  estate. 


—  Your  wit  and  wisdom  may  be 
irreplaceable,  but  the  55%  of  your 
estate  can,  and  should,  be  preserved. 
At  Jefferson  Pilot  Financial,  we  can 
help  you  make  sure  that  the  epilogue 
to  your  life  story  is  satisfying  reading. 
Let  our  trained  professionals  help 
you  devise  a  plan  for  the  efficient 
transfer  of  your  estate  to  your  heirs 
—  rather  than  primarily  to  Uncle 
Sam.  By  so  doing,  the  memory  of 
your  wit,  and  especially  of  your 
wisdom,  will  never  be  dimmed. 


Jefferson  Pilot 

financial 

Helping  you  write  the  story  of  your  life.' 


IMS; 


fWl    >.#> 


wwCv.jpfmancial.com 
JeHerson-Prlot  Life  Insurance  Company  : 
©  2000  Jefferson-Pilot  Corporation.  All  I 
'Membership  Promotes  Ethical  Market 


and  Annuities. 
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SHORT-TERM 
HOUSING, 
LONG-TERM, 
GAINS 

REITs  specializing  in 
rental  apartments  were 
already  undervalued. 
But  a  hot  market  for  single- 
family  homes  is  making 
them  even  more  attractive. 


D 


By  Eric  S.  Hardy 

I ECLINING  STOCK  PRICES  IN  2000  HAVE  YET 
to  cool  off  the  ebullient  housing  market.  A 
newly  built  single-family  home  in  the 
United  States  sells  for  an  average  $202,000,  and 
with  mortgage  rates  at  a  five-year  high,  a  lot  of 
would-be  home  buyers  are  priced  out  of  the 
market. 

How  can  an  investor  capitalize  on  this  situa- 
tion? Robert  Norfleet,  who  covers  real  estate  in- 
vestment trusts  at  Davenport  &  Co.  in  Richmond, 
Va.,  says  this  is  a  good  time  to  buy  REITs  that  own 
apartment  buildings.  His  argument  is  that  the 
harder  it  is  for  people  to  buy  housing,  the  better 
things  are  for  real  estate  companies  that  own  a 
diversified  portfolio  of  rental  apartments. 


It  Pays  to  Rent 

In  a  hot  housing  market,  apar 
That's  good  news  for  landlorc 

Apartment  REIT 

tment  rents  are  also 
is  and  REIT  sharehol 

PRICE 

Recent      12-month 
high      low 

increasing 
ders. 

Yield 

;  PP0 ' 

Sales 

($mil) 

2000 

2001 

Archstone  Communities  Trust 

$22.63  $23.06  $18.94 

6.8% 

10.6 

9.9 

$653 

AvalonBay  Communities 

40.81    40.88    30.88 

5.5 

11.4 

10.4 

504 

BRE  Propi 

27.50    29.13    20.50 

6.2 

10.7 

9.8 

218 

Equity  Residential  Properties  Trust 

45.94    48.38    38.13 

6.6 

9.4 

8.7 

1.784 

Essex  Property  Trust 

4138     41.63    29.06 

5.9 

11.4 

10.4 

140 

Post  Properties 

4406    44.75    36.00 

6.9 

10.9 

10  0 

331 

Sun  Communities 

32.75     37.13    26.88 

6.5 

10.0 

9.2 

125 

d  Dominion  Realty  Trust 

1038    12.06      9.13 

10.3 

6.9 

6.5 

619 

■Mated  funds  from  operations.  Source 

s:  IBES  International  Inc.  and 

Market  Guide, 

via  FaclSel  Researc 

h  Systems. 

Norfleet  points  out  that  rents  are  increasing  almost  as  fast  | 
as  housing  prices,  thanks  to  strong  demand  and  lack  of  sup- 
ply. He  says  that  federal,  state  and  municipal  regulations  in 
markets  like  New  York,  Boston  and  urban  California  are 
making  it  ever  more  difficult  and  expensive 
to  construct  new  housing — including! 
apartment  buildings.  If  that's  true,  a: 
REIT  doesn't  even  have  to  be  ex-| 
panding  to  be  a  good  buy. 

One  stock  to  consider  is,| 
AvalonBay  Communities, 
which  owns  36,000  studio.i 
and  two-bedroom  apartments, 
in  California  and  the  Northeast,  twcJi 
of  the  hottest  housing  markets  in  the! 
country.  AvalonBay  posted  a  revenue: 
gain  of  36%  last  year  to  $504  million]  i 
Its  so-called  funds  from  operational 
(FFO) — net  income  with  deprecia-IJ 
tion  added  back,  minus  mainte-l 
nance-level  capital  expenditures — I 
came  to  $3.24  per  share,  a  12%  gain 
from  1998.  The  stock  trades  at  1 J 
times  Norfleet's  projection  for  FFC1 
in  2000. 

AvalonBay's  growth  came  despitgl 
a  6%  shrinkage  in  the  number  ol 
apartments  it  owns.  The  increase  ifl 
due  to  higher  occupancy  rates  an<fl 
higher  rents. 

Our  table  lists  eight  apartment!* 
owning  REITs  that  are  cheap  (the  pric« 
no  more  than  12  times  projected  20QU 
FFO),  conservative  (debt  no  more  tham 
60%  of  equity)  and  high-yieldinB 
(dividend  at  least  5.5%  of  share  price* 
Another  of  Norfleet's  favorites  i  • 
Equity  Residential  Properties  Trusi 
This  REIT,  controlled  by  Chicago  real 
estate  investor  Samuel  Zell,  pays  a  79l 
dividend  and  is  among  the  largest  an«l 
most  diversified  apartment  REITs  il 
the  country:  It  owns  185,000  unit! 
spread  across  35  states.  The  stock  i  I 
down  just  5%  from  its  12-mont| 
high,  but  sells  at  a  single  digit  multipl 
to  its  current  and  forward  FFO.  Th; 
fact  will  bother  you  if  you  are  a  mc  I 
mentum  player — but  thrill  you  if  yo  I 
are  a  bargain  hunter.  I 
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erformance  is  not  just  about  what  you  make.  It's  about  what  you  keep.  To  increase 
after-tax  returns,  Vanguard  pioneered  the  first  series  of  Tax-Managed  Funds  in  1994, 
and  today  we  offer  five — three  U.S.  stock  market  funds,  one  balanced,  and  one 
international.  All  use  a  disciplined  investment  strategy  to  minimize  the  impact 
of  taxes.  Shouldn't  you  get  on  board .;  Call  1-800-962-5279 


TH^feinsuardGROUP 

www.  vanguard,  com 


'Over  the  past  ten  years,  taxes  on  income  dividends  and  capital  gains  distributions  reduced  the  pretax  total  return  of  the  average  U.S.  stock  fund  by  about  2.5  percent. 
For  more  complete  information  about  Vanguard  funds,  including  charges  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money 
©  2000  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation.  Distributor 
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HOME  FLEET  HOME 

Thinking  of  buying  a  condo?  Why  not  a  boat?  If  you  make  your  boat 
your  home,  the  seafaring  life  can  be  less  taxing  than  you'd  imagine. 

By  Ashlea  Ebeling  cabin,  valances  over  the  portholes,  and  even  an  upright  v 

WHIN  LARRY  AND  MAXINE  PERRY  OF  DES  uum  stored  alongside  the  fuel  tank,  makes  a  cozy  home. 
Moines,  Iowa  looked  for  a  retirement  condo  Once  you  get  used  to  living  in  a  Lilliputian  space,  it's 

in  Florida,  they  wound  up  with  a  boat.  "You've  to  get  hooked  on  the  floating  lifestyle — whether  for  lor, 

got  to  be  a  little  crazy,"  says  58-year-old  Max-  weekends,  several  months  or  full  time.  The  Perrys  can  taki 

me,  who  gets  a  thrill  out  of  docking  their  58-  week  in  the  Bahamas  without  so  much  as  packing  a  kit  ba 
toot  SkipperLiner  inteivoastal  motor  yacht  while  her  husband  If  you  want  to  live  on  the  water,  Uncle  Sam  will  help  v 

stays  below  deek  and  watches  news  or  sports  on  TV.  "It  beats  live-in  boat  or  recreational  vehicle  can  count  as  a  "hon ' 

sitting  on  a  patio  deck  in  a  condo  with  nothing  to  do."  with  mortgage  interest  and  property  taxes  deductible,  as  tfv 

Settled  in  at  Manna  Bay  in  Fort  Lauderdale,  Fla.,  Maxine  would  be  for  any  other.  For  most  taxpayers,  calling  a  boai 

is  exuberant:  Barefoot  and  deeply  tanned,  with  cropped  house  beats  the  alternative:  taking  depreciation  and  other  <  - 

blond  hair  and  trendy  capri  pants,  she  bounces  her  visiting  ductions  by  using  it  for  business  entertaining  or  charted  ■ 

1 -year-old  grandson  Trent,  on  her  lap,  and  keeps  her  minia-  But  beware:  Boats  are  still  a  way  to  spend  money,  not  makt 
ture  po               bster,  at  bay  by  tossing  him  toys.  Her  boat.  The  Tax  Code  lets  you  deduct  interest  on  up  to  two  id 

w  ith  forest  gi  ecu  port-  to-starboard  carpeting  in  the  main  dences;  if  you  have  more,  you  get  to  choose  which  two.  Tit 
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EVERYBODY  THINKS  THEIR  CITY  IS  THE  BEST 
PLACE  FOR  YOUR  CORPORATE  RELOCATION. 

EVERYBODY  ELSE  THINKS  OURS  is! 


i' 


JTornanana  Seatr 

•Jacksonville 


*V    *  ^£ 


■; 


jn  &  Bradstreet  ranks  Jacksonville  as  one  of  the  top 
kets  in  the  country  for  small  business  formation. 
!H  has  consistently  ranked  JEA  as  the  country's 
ing  electric  utility  company.  Jacksonville  was 
iber  one  on  Expansion  Management  magazine's  list 
America's  50  Hottest  Cities.'-  Money1,  magazine  has 
it's  one  of  the  best  places  to  live  in  the  U.S.  And  it 


was  among  the  "Best  Large  Cities  for  Entrepreneurs" 
according  to  Entrepreneur  magazine. 

In  fact,  when  it  comes  to  business  relocation  and 
expansion,  just  about  everybody  who's  anybody 
will  tell  you  that  Jacksonville  is  the  place  to  be.  For 
more  information,  call  Jerry  Mallot,  the  Executive 
Director  of  Economic  Development,  at  1-904-366-6680. 


Jacksonville: 


I  steathttp.  v/^e*par*)*iiax-CorriTr«messar^isacc<>pe^ 

•  Baker  County  Development  Commwion.  the  Clay  County  Economic  Development  Counoi.  the  Nassau  County  Economc  Board,  and  the  Putnam  County  Chamber  of  Commerce.  Jadsonv*e  Chamber  ot  Commerce.  3  Independent  Dnve. 

•  wile.  FL  32202 

•  ;on  Management  magazine  January  1999  issue.  Money  magazine.  July.  1997  issue.  Volume  26,  No  7  Money  is  a  registered  trademark  ot  Time  Inc.;  Entrepreneur  magazine.  October.  1999  issue. 
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tax  benefit  helped  the  Perrys  afford  the  Max  Seas.  They  paid 
$425,000,  with  a  $250,000  mortgage.  (A  typical  boat  loan  is 
for  15  years,  with  a  rate  around  prime,  and  25%  down.)  Fi- 
nancing a  boat  works  just  as  well  for  high  rollers  who  take  on 
debt  to  free  up  cash  to  play  the  market. 

To  qualify  as  a  residence,  a  boat  or  vehicle  has  to  have  a  toi- 
let, a  stove  and  a  bed.  How  little  can  you  get  away  with?  Says 
John  Cannity,  a  former  yacht  loan  specialist  in  Fort  Lauderdale: 
"You  could  use  a  jug  of  water  and  a  portapotty,  a  Coleman 
stove  and  a  V-berth."  Says  CPA  Michael  Kimball,  who  publishes 
www.yachtstaxadvisor.com,  "That's  possibly  pushing  the 
envelope." 

Another  limit  is  that  you  can  deduct  inter- 
est on  no  more  than  $1  million  worth  of  loans 
for  your  residence(s).  That  didn't  affect  the 
Perrys,  but  their  neighbors  at  Marina  Bay,  Sally 
and  Keith  Huzyak,  used  the  mortgage  deduc- 
tion to  the  max  when  they  combined  the 
mortgage  on  their  primary  home,  a  Lake 
Tahoe  condo,  and  their  66- foot  Pollycraft  motor  yacht,  the  Bes- 
ame  ("kiss  me"  in  Spanish).  The  Huzyaks,  both  50,  gave  up 
their  former  careers  in  health  services  to  cruise  to  places  like 
Alaska.  Keith  Huzyak  liked  their  boat  so  much  he  bought  the 
manufacturer  and  runs  the  business  from  the  pilot  house  of 
the  Besame,  sending  40  e-mails  a  day  via  satellite. 

"It's  not  at  all  like  camping,"  says  Sally  Huzyak,  pointing 
out  the  60-gallon  water  heater  and  45  cubic  feet  of  fridge  space. 
Before  the  Huzyaks  leave  on  cruises,  typically  five  months  long, 
they  stock  up  on  frozen 
chickens  to  eat  and  barter — 
they  once  traded  some  for 
lobsters  off  Baja,  Mexico. 

The  $1  million  limit 
doesn't  stop  big  spenders. 
The  Huzyaks  have  a  92 -foot 
yacht  on  order,  featuring 
cherry  paneling  with  exotic 
inlays,  ten  built-in  TVs,  a  $4 
million  price  tag  and  a  $2.2 
million  mortgage. 

Aside  from  mortgage 
deductions,  there's  yet  an- 
other tax  ploy  for  live- 
aboards:  using  your  boat  as 
your  domicile  for  state  tax 
purposes.  After  Harry  and 
loan  Robinson  retired  from 
their  careers  (he,  aerospace; 
she,  teaching)  in  1995,  they 
sold  their  home  in  Roxboro, 
Mass.  and  moved  to  a  two- 
bedroom  rental  to  practice 

[in a  small sp  ich  to  furl  mainsail 

,  .  hands  for  cocktails). 

Com  meed  thev  could 


hack  it,  they  had  a  Royal  Passport  41  sailboat  custom-desigrd 
In  1996  they  left  to  cruise  full  time,  and  designated  a  prifl 
mail  service  in  Florida  as  their  address.  With  no  state  incM 
tax  and  only  a  small  one  on  investment  income,  Florida  i 
popular  offshore  haven  for  full-time  live-aboards.  "The  diffc 
ence  for  us  was  about  12-to-l  in  favor  of  Florida,"  says  Hay 
While  the  tax  angle  is  a  plus,  what's  really  driving  i< 
Robinsons  is  a  yearning  to  see  the  world.  After  they  docket 
Puerto  La  Cruz,  Venezuela,  they  went  ashore  for  a  ten-* 
trip  to  the  Andes.  In  Trinidad  they  donned  axle  grease  & 
paint  for  the  Carnival  festivities,  and  Harry  took  lessons  fm 


By  the  Numbers 

Some  boaters  who  live  on 
board  like  to  rough  it;  others 
like  their  luxurious  extras. 


Estimated 
ber  of  full-time 
live-aboards. 

KjTjTjF      Membe 
of  Boat  U.S.,  associatii 


for  recreational  boaters 


Term  in  years  for 
ical  boat  mortga 


1*1*1 

installin 

Uffl 


Cost  of 
g  on-deck  Jacuzz 


Cost  of 
watermaker  (turns 
salt  water  to  fresh). 


Cost  of  bov 
thruster  (makes  docking 
easier). 


'1'.      Cost  of  power 


Head  for  the  Bahamas 
without  so  much  as 
packing  a  kit  bag. 


a  native  on  steel  drums.  The  only  downside:  "Storage!  \ 
never-ending  battle  on  a  boat,"  he  says.  But  they've  learec 
to  improvise:  Recently  they  converted  a  foul-weather  1 
closet  into  a  wine  cellar,  good  for  three  cases. 

If  you  really  want  to  go  overboard,  you  could  alwa\ 
bine  the  two  tax-saving  strategies,  as  Michael  Ellis  has.  Vver 
he  was  working  as  a  telephone  installer  in  Ft.  Lauderdale  irix 
late  1970s,  Ellis  would  sit  on  the  dock  at  the  Marriott  and  a 
wistfully  across  at  the  luxury  marina,  Pier  66. 

Back  at  home  in  Minneapolis,  he  started  a  computer  m 
working  business  and  made  enough  money  to  makfl 
dream  come  true.  In  1998  he  left  the  business  in  his  par™ 
hands,  returned  to  Pier  66  and  bought  a  52-foot  motor  w 
he  named  Southern  Lady. 

Ellis  docked  at  a  Miami  Beach  marina  ("cheaper  thanfl 
66"),  and,  for  a  while,  life  consisted  of  eating  seafood,  dnk 
inga  little  rum  and  cruising  the  Bahamas.  With  the  boat  M 
primary  residence,  he  was  able  both  to  deduct  the  mort« 
interest  and  avoid  Minnesota  state  income  taxes.  (He  rad 
sure  he  was  in  Minnesota  fewer  than  180  days  a  year.) 

But  after  a  year  he  tired  of  semiretirement.  So  he  recJ 
bought  a  house  on  a  canal  in  Fort  Lauderdale,  started  afl 
company  and  moved  his  offshore  residence  to  land.  Bufl 
boats  not  forgotten — it's  docked  right  out  back — so  hfl 
still  take  trips  at  a  moment's  notice. 

Tax  benefits  aside,  the  floating  lifestyle  is  high-mainten* 
and  high-cost  compared  to  a  condo.  "This  boat  is  like  a  s> 
city,"  says  Larry  Perry,  of  the  Max  Seas.  "It's  got  its  own  ytt 
treatment  plant,  sewage  treatment  plant  and  power  plant 

Then  there  are  the  surprises.  One  day  the  Perrys'  electm 
throttle  control  went  out;  $1,200  later  it  worked.  Even  stanar 
upkeep  is  heady:  Larry  recently  spent  $5,000  to  repaint  hi 
torian  house  back  in  Iowa  and  $25,000  to  repaint  the  Max  x. 
He  says  he'd  consider  looking  at  condos  again.  But  his  wifea\ 
she'll  only  trade  in  their  boat  for  another  one. 
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-ket  master. c^ 
SIZE:  World's      largest      online      ticketing      company 

KecoKD:  foo.ooo     kits     in     one     f  /  f  i  e  e  n  -  mjn  mi  e     per/,. 

SfR/fRS:  /  g  M      NetFinity®      running      Intel®      Pentium®   1 1 1 

/eon™      processors 
WHY      IBM?      42      #1      NetFinity      oenckmarks      in      19  9  9 
OrKOUplES:       PC      Computing'  s      MVP,      I  n  t  e  r  n  eiW  e  e  k  '  s 

Best     of     Breed,     etc... 

iom.tomlnetiiniiu,lrotks 

[IBM     Server     Start     Up     Support     included) 

I 
IBfvV  Netfmity  and  the  e-bus.ness  logo  are  trademark  or  registered  trademarks  of  International  Business  Machines  Corporation  Intel  the  Im 
fcHogo  and  Pentium  are  registered  trademarks  and  Xeon  ,s  a  trademark  of  Intel  Corporation.  Other  company,  product  and  service  names  - 
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IPOS  WITH  AN  ACCENT 

If  you  get  bored  with  the  predictable  Silicon  Valley  offerings, 
set  aside  some  of  your  new-issue  money  for  foreign  stocks. 


By  Brett  Nelson 

THIS  COUNTRY  HAD  A  $93  BILLION  PARTY  FOR  PUBLIC 
stock  offerings  last  year.  Foreign  firms  want  to  get  invited 
to  the  bash  by  registering  shares  on  U.S.  exchanges  in  the 
form  of  American  Depositary  Receipts.  Might  an  investor  find 
in  ADRs  the  remaining  oomph  in  the  equity  boom? 

ADRs  represented  18%  of  the  170  offerings  done  so  far 
this  year,  up  from  10%  of  all  listings  in  1999.  They've  beaten 
the  domestic  ones  in  average  return  to  date:  12%  versus  10%. 
But  all  the  standard  cautions  apply.  Many  premature 
businesses  got  an  early  pop,  but 
fizzled  soon  thereafter.  Stock  in 
Ireland's  Riverdeep,  an  educa- 
tional softwaremaker,  sold  for 
$20  at  the  March  opening,  hit 
$66  the  next  day  and  is  back  at 
$26.  Crayfish,  an  e-mail  hosting 
service  in  Japan,  watched  shares 
shoot  to  $132  after  opening  at 
$24.50  in  March,  then  drop  to  a 
recent  $10.50.  Other  offerings 
stank  from  the  start. 

Pickings  are  slim,  especially 
in  Asia,  but  a  few  potential 
winners  emerge  elsewhere. 
Take  $4.5  billion  (sales)  Infi- 
neon Technologies,  formerly 
the  semiconductor  manufac- 
turing division  of  Siemens, 
the  German  electronics 
giant.  Siemens  sold  off 
29%  of  the  unit — which 
makes  chips  for  cars,  PCs  and 
wireless  phones — in  a  $5.8  bil- 
lion public  offering.  Infineon 
ADRs  recently  traded  on  the 
New  York  Exchange  at  $70,  or 
59  times  earnings,  for  the  fiscal 
year  ending  in  September. 
Sounds  rich,  but  with  earnings 
growing  at  a  57%  dip,  Infineon 
looks  relatively  cheap,  says 
Rol  i ner,  managing  ui-ec- 

oi     global    equities 
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Deutsche  Asset  Management. 

Nokia  isn't  the  only  way  to  play  Finland  anymore.  Lajj 
October  Sonera  Corp.,  the  old  Telecom  Finland,  listed  ADP 
on  Nasdaq.  Sonera's  hot  wireless  division  accounted  fc  i 
52%  of  its  $1.8  billion  in  revenues  last  year.  Europe  may  hi 
sleepy,  but  it's  big:  The  telecom  market  is  roughly  $260  bi 
lion.  Sonera's  earnings  grew  47%,  and  the  company's  239'! 
return  on  equity  is  strong  for  European  telcos.  At  $50  th  | 
stock  is  way  up  from  the  $26.50  offering  but  still  down  ha 
half  from  its  March  high.  Says  Reiner:  "If  you  don't  own  il 

it's  a  great  time  to  get  in." 

Paul  Bard,  analyst  for  R«-l 
naissance  Capital's  IPO  funJ 
likes  Vancouver's  360ne| 
works.  It  plans  to  lay  56,0(1 
route  miles  of  fiber-optl 
cable,  including  two  undersJ 
branches  connecting  Norll 
America  with  Europe  ai 
South  America,  by  the  end 
next  year.  Backers  inclu 


ADRs  represent 
18%  of  the  170 
offerings  so  far  this 
year— up  from  10% 
for  all  of  1999. 


How  do  you  measure  success? 


have  20%  of  my  stock  portfolio  outside  the  U.S. 
(I  tell  my  friends  it  was  my  idea.) 


Morgan  Stanley  Dean  Witter  recommends  that  20% 
of  my  stock  portfolio  be  invested  internationally. 

When  my  Morgan  Stanley  Dean  Witter  Financial  Advisor 
recommends  international  investments,  I  pay  close  attention.  And  why 
wouldn't  I?  Not  only  does  Morgan  Stanley  Dean  Witter  have  the  most 
widely  read  research  in  the  world  today,*  they're  able  to  distill  the  best 
global  investment  opportunities.  And  that  allows  my  Financial  Advisor 
to  help  me  tailor  my  portfolio  to  meet  my  needs.  That's  the  advantage 
of  being  with  the  #1  Global  Research  Team.**  Of  course,  my  friends 
don't  know  all  of  this.  They  just  think  I'm  the  genius. 


Learn  how  to  expand  your  investment  horizon.  Join  us  on  June  15 
for  "Passport  to  Global  Performance,"  a  national  broadcast  forum 
with  some  of  Morgan  Stanley  Dean  Witter's  top  Equity  Analysts. 
For  the  broadcast  location  nearest  you,  call  1 -877-93 7-MSDW  or  log 
on  to  msdw.com. 


Morgan  Stanley  Dean  Witter 

Success.  One  investor  at  a  time. 


*  Source:  First  Call/Thomson  Financial.  January  10.  2000. 

'*  Source:  Institutional  Investor.  December  1999. 
Morgan  Stanley  Dean  Witter  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Dean  Witter 
Reynolds  Inc.,  Morgan  Stanley  Dean  Witter  Online  Inc.,  Morgan  Stanley  &  Co.  Incorporated,  members  SIPC,  and  other  affiliates, 
i  and  "How  do  you  measure  success?"  are  service  marks  of  Morgan  Stanley  Dean  Witter  &  Co.    ©  2000  Dean  Witter  Reynolds  Inc. 
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Tyco  and  Michael  Dell.  The  profitable  $360  million  (sales) 
company  already  has  more  than  17,000  miles  in  the  ground, 
nearly  as  much  as  Level  3  Communications.  Yet  360net- 
works'  $12  billion  market  cap  is  less  than  half  that  of  Level  3. 
Its  ADRs  trade  on  the  Nasdaq  at  a  recent  $15,  just  above  the 
April  offering  price. 

Bermuda-based  Flag  Telecom,  another  budding  band- 
width player,  is  a  buy,  says  Seth  Kirkham,  fund  manager  for 
the  Investec  Guinness  Flight  fund.  Flag,  with  $160  million 
in  sales  and  no  earnings,  has  17,000  miles  of  undersea  fiber 
linking  the  U.K.  to  Japan.  Kirkham  estimates  the  company 
will  post  3-year  compounded  sales  growth  of  40%.  On  that 
basis   its  stock,  recently      _,.         _         ..        .        _  .     ,      .  _ 

trading  at  $13  so  on  Nas     Taking  Stock  in  the  Global  Economy 

daq,  down  from  a  Febru- 
ary $24  offering,  makes 
Flag  half  as  expensive  as 
Scottish  competitor  Thus 
PLC,  and  a  third  the  price 
of  London's  Colt  Telecom. 
Often  there's  no 
prospectus  for  an  ADR  of- 
fering until  a  few  weeks 
before  listing,  giving  new- 
issue  hunters  minimal 
time  to  do  their  home- 
work. Investors  should 
keep  two  other  factors  in 


mind:  Some  of  these  companies  can't  even  list  on  their; 
home  bourses  because  they  don't  have  earnings.  (The  Nas- 
daq doesn't  discriminate.)  So  this  will  be  their  first  blush  oil 
trading — possibly  an  opportunity,  possibly  a  hazard,  if  Nas- 
daq hiccups  hard  again.  Even  when  there  is  a  home  listing  . 
ADRs  may  trade  at  a  premium  in  the  U.S.  because  countries  J 
like  India,  Taiwan  and  Korea  use  capital  controls  to  limiJ 
foreign  investment  and  thus  force  traffic  into  the  ADRs 
Example:  Infosys,  an  Indian  softwaremaker  with  an  $1 1  bil- 
lion home  market  cap,  trades  at  2.3  times  its  price  on  fh< 
Bombay  Stock  Exchange.  Probably  not  a  good  buy  for  arl 
American.  f 


Recent  ADRs  span  both  the  New  and  Old  economies.  Beware  of  not  only  an  absence  of  profits 
but,  in  the  case  of  PetroChina,  opaque  financial  statements  and  heavy  government  investment. 


Company 


Home 
exchange 


Business 


Recent 
price 


Sales1 
(Smil) 


Earnings 
(Smil) 


Market  cap 
($bil) 


BETTER  BETS 


360networks 


Toronto 


Fiber-optic  cable 


$15 


$360 


$23.6 


$11 


Infineon  Technologies      Frankfurt         Semiconductor  manufacturer 


70 


4,500 


4502 


42 


Sonera 


Helsinki 


Wireless  network  operator 


50 


1,800 


410 


35 


LONG  SHOTS 


Bookham  Technology       London 


Fiber-optic  components  maker         55 


5.4 


none 


Flag  Telecom 


London  Intl       Fiber-optic  cable 


14 


160 


none 


PetroChina 


Hong  Kong       Oil  producer 


19       21,000 


3,250 


33 


For  fiscal  year  ended  Dec.  31. 1999.  'Fiscal  2000  estimates.  Sources:  Company  filings;  Forbes  estimates. 
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ALL  ABROAD! 

If  you  want  to  go  international 
but  fear  foreign  misfortune, 
Roy  Papp  has  an  alternative. 


By  Erika  Brown 

INVESTINC ,  IN  L.  ROY  PAPP'S  AMER1CA-ABROAD  FUND  IS  LIKE 
exploring  foreign  lands  through  the  Discovery  Travel 
Channel:  You  get  the  experience  without  risking  the  hard 
landings  and  stomach  cramps.  The  fund  gets  its  international 
exposure  without  owning  foreign  stocks;  instead,  it  mostly 
buys  American  multinationals  with  foreign  operations. 

Each  of  the  26  stocks  in  the  fund  has  at  least  35%  of  earn- 
ings, assets  or  sales  abroad — with  exceptions  made  for  com- 
panies with  25%  of  sales  overseas  if  that  part  of 
the  business  has  doubled  in  five  years.  Typical 
holdings:  Intel,  Interpublic  Group,  McDon- 
ald's. Wal-Mart  is  something  he's  itching  to  buy 
once  it  gets  a  boost  in  its  1 7%  foreign  exposure. 
mestically  flavored  foreign  investing 
a    its  inception  in  1991  the  $228  mil- 


lion fund  has  averaged  a  20.4%  annual  return,  besting  th 
S&P  500  at  18.6%  as  well  as  the  Morgan  Stanley  Capital  Intet 
national  global  index  (dollar-denominated),  which  has  had 
9.7%  annual  return. 

But  you  don't  buy  a  fund  like  Papp's  for  its  whiz-ban 
performance.  You  buy  because  you  are  a  somewhat  timi 
creature.  Picture  all  the  things  that  can  go  wrong  with  a  stoc 
bought  on  a  foreign  bourse.  The  currency  you  are  buying  i 
could  be  devalued  (think  of  Brazil,  February  1999).  Tf 
shareholders  could  be  cheated  out  of  their  property  (think  < 
the  mischief  going  on  in  Russia).  The  accounting  could  t 
phony,  and  the  Securities  &  Exchange  Commission  won 
protect  you  in  Turkey. 

Though  the  Abroad  Fund  carries  the  risk  of  internation 
economic  swings,  Papp's  approach  is  conservative.  He  w 
only  buy  a  company  with  annual  earnings  growth  of  12%  ( 
higher  and  a  lower  price/earnings  ratio  than  that  of  its  worlc 


When  McDonald's~goes 
into  a  new  market  there 
is  just  no  competitor." 
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wide  peers.  So  far  this  year  he  has  de- 
livered investors  an  8%  return,  while 
the  S&P  is  down  7%.  According  to 
Lipper  Inc.,  large-cap  international 
funds  lost  an  average  8.9%.  ^T  ~~/ 

Papp  had  his  first  taste  of  investing 
as  a  portfolio  manager  at  the  Stein  Roe 
&  Farnham  fund  group  in  Chicago, 
where  he  managed  money  for  individ- 
ual clients  for  20  years.  President  Ger- 
ald Ford  sent  him  to  the  Philippines  as 
U.S.  director  of  the  Asian  Develop- 
ment Bank  in  1975.  On  returning  he 
set  up  his  own  money  management 
firm  in  Phoenix,  where  today,  at  age 
73,  he  runs  five  funds  with  daughter- 
in-law  Rosellen  Papp,  45. 

His  clients  asked  him  to  put  them 
into  foreign  equities — a  seeming  win- 
ner in  the  1980s — but  Papp  was  reluc- 
tant. "After  working  abroad  in  an  in- 
ternational    bank     I     understood 
problems  my  clients  didn't,"  he  says,  referring  to  gaps  in 
business  ethics  and  instability  of  governments  and  curren- 
cies. In  time  he  offered  a  compromise:  He  would  buy  into 
U.S.  companies  with  half  their  sales  abroad. 

Papp  has  had  some  clunkers,  such  as  Office  Depot,  which 
he  watched  fall  from  $25  to  $10  over  the  course  of  1999.  One 
of  his  smarter  moves  was  dumping  the  remainder  of  his 
longtime  Coca-Cola  stake  in  late  1998  at  $83.  After  a  product 
recall  and  disappointing  earnings  in  the  past  year,  the  stock 
fell  to  a  low  of  $42  recendy. 

The  recent  Internet  backslide  reinforced  Papp's  view  of 
what  he  calls  junk  Internet  stocks.  Papp  spurns  red-ink  dot- 
com firms  in  favor  of  time-tested  technology  companies  with 
earnings,  such  as  Cisco  and  Intel.  He  added  to  an  Intel  stake 
last  year  when  it  was  trading  at  a  multiple  of  only  28.  In  fact, 
it  has  climbed  so  much  that  he  had  to  sell  some  off  earlier 
this  year  to  keep  Intel's  weight  in  the  portfolio  below  15%. 
"We  didn't  want  to  sell  it,"  says  Papp.  "We  just  had  no  choice." 

You  Can  Try  This  at  Home:  Papp's  Top  Six  Picks 

These  heaviest-weighted  stocks  in  the  America-Abroad  portfolio— five  familiar 
names  and  Molex,  an  electrical  switchmaker— must  clear  a  foreign-sales  threshold. 

__    REVENUE   __ 
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Cosmopolitans:  Papp 

and  daughter-in-law 

Rosellen  collect  Asian 

art  and  antiques— and 

multinational  stocks. 


Company 

Recent 
price 

* 

Total 
(Smil) 

% 
Foreign 

Weight 
in  fund 

American  Power  Conversion 

$3531 

28.3 

$1,370 

47X 

12.7% 

Intel 

126.81 

44.5 

30.307 

57 

14.8 

Interpublic  Group 

41.00 

27.3 

4.726 

48 

9.6 

Merck 

69.50 

24.9 

34,029 

22 

7.2 

Molex  Cbss  A 

10.00 

336 

2.048 

66 

5.5 

itt  Street  Cnri 

9b 

26.9 

3.288 

22 

10.4 

op  &  Associates 

Another  of  his  larger  holdings  is  American  Power  Coi 
version,  which  sells  backup  power  supplies  in  Japan,  Euroi 
and  Canada.  Sales  and  earnings  have  grown  20%  annt 
for  five  years.  State  Street  Corp.  is  one  of  his  favorites,  a  ba 
that  gets  most  of  its  profits  from  fee  income  (such  as 
dial  fees  for  holding  mutual  fund  assets).  Big  draw  for  Pap 
22  years  of  double-digit  earnings  growth. 

Papp  thinks  service  industries  will  grow  as  companies  < 
pand  internationally.  That  explains  his  stakes  in  advertisi] 
firms  like  Interpublic  Group  and  Young  &  Rubicam.  Yfl 
agreed  in  May  to  become  a  subsidiary  of  communicaticl 
services  company  WPP  Group. 

Expeditors  International,  a  logistics  handler,  stands 

gain  as  world  trade  increases.  More  than  60%  of  its  businc 

is  derived  outside  the  U.S.  Then  there's  that  classic  multi 

tional,  McDonald's.  "When  they  go  into  a  new  marl 

there's  just  no  competitor,"  Papp  says.  He  first  picked  up  i 

fast-food  chain  four  years  ago,  and  adds  to  the  stake  at  eve 

opportunity.  Eight  of  ten  new  Mel 

aid's  restaurants  these  days  are  going  i 

overseas. 

Papp's  no-load  fund  carries  an 
pense  ratio  of  1.1%,  which  makes 
costlier  than  a  passive  internatior 
index  fund  from  Vanguard  but  che 
than  the  average  actively  managed  I 
seas  fund  at  1 .7%.  There  are  competift 
in  this  specialty,  notably  Fidelity's 
port  &  Multinational  Fund.  Fidelit 
fund  has  looser  standards — just  10%  I 
a  portfolio  member's  revenues  need 
outside  the  U.S. 
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while  searching  Web 
now  considered  overkill. 


'■  y  one  search  engine  delivers  the  Web  prioritized,  categorized  and  organized  into  neat  little  folders. 


NorthernLight.com  I 

Just  what  you've  been  searching  for. 
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BUYBACK 
TIME 

In  the  U.S.  it's  gospel  that 
companies  are  in  business 
to  enrich  shareholders. 
The  religion  is  beginning 
to  spread  abroad. 

By  Megan  Mulligan 

AMERICAN  COMPANIES  LIVE  OR  DIE  AT 
the  pleasure  of  their  shareholders,  who 
often  get  chances  to  sell  out  to  raiders 
if  they  are  disappointed.  Maybe  that's  why 
last  year  1 ,700  U.S.  corporations  catered  to 
their  owners  by  increasing  dividends,  while 
a  similar  number  of  companies  bought  back 
some  of  their  outstanding  shares.  Like  divi- 
dends, buybacks  take  capital  away  from  cor- 
porate managements  and  put  it  in  the  hands 
of  owners,  who  can  presumably  put  it  to 
better  use. 

By  contrast,  overseas  businesses,  partic- 
ularly in  Asia,  have  long  considered  share  buybacks  as  an 
admission  that  they  weren't  very  imaginative  with  their 
capital  budgets.  For  the  first  few  decades  after  World  War 
II  that  attitude  made  sense:  Companies  in  Japan,  South 
Korea  and  Taiwan  were  so  starved  for  capital  that  they 


Overcapitalized  in  Asia 


These  cash-rich  Asian  companies  are  ripe  for  share  buybacks,  better  dividend 
payouts  or  even  unfriendly  takeover  offers. 


Company/industry 


Market      Cash  &        Cash/         ENTERPRISE 
Recent     value    equivalents    market      Value1      Multiple 
price      (Smil)        ($mil)         value        ($mil)      of  sales 


"Canon/business  equip 
'Fuji  Photo  Film/leisure  prods 
*  Japan  Airlines/airline 


$42.75    $37,235     $14,509 


39% 


39.25     20.199        6.082 


30 


6.6 


6.115        2,052 


34 


K.  wasaki  Heavy  Industries/machinery    5.15       1,791 
'Kirin  Brewery/brewery 


867 


48 


132.00     13.233        2,131 


16 


"Kubota/heavy  equipment 
'Makit.Vtools 


70.13   4.935 


909 


18 


9.13   1,460 


605 


41 


'Matsushita  Eloc  Ind't'ectronics 
Shimaao/recreaMonal  equip 

•Waceal/u.). 


250.56  51,671   15,448 


30 


21.68   3.015 


602 


20 


4o.00   1.418 


631 


44 


ol  Miv  15    "Available  as  American  Depositary  Receipt    'Sum  of  market  value,  all  debt  and  preferred  stock 
aWcaa:  Worldscope  and  Interactive  Oil*  Corp  via  FactSet  Research  Systems. 
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plowed  back  almost  every  cent  of  earnings  into  R&D,  ai 
tomation  and  expansion.  Now  it's  time  to  start  thinkirt 
about  why  shareholders  provided  equity  capital  in  the  fir 
place:  to  get  a  return. 

"Japanese  attach  a  lot  of  importance  to  their  employee 

and  then  their  customers.  Often  tr 

shareholders  come  in  third,"  sa 
Charles  de  Vaulx,  comanager  of  tr 
First  Eagle  SoGen  Funds. 

Until  six  years  ago  Japanese  con 
parties  were  legally  forbidden  to  bi 
back  shares,  but  buybacks  there  a 
now  legal  and  are  slowly  gaining  a 
ceptance.  Over  the  past  few  years  To 
ota  has  repurchased  small  quantiti 
of  its  own  shares,  and  Matsushi 
Electric  Works  (a  subsidiary  of  M 
tsushita  Electric  Industrial)  and  Kir 
Brewery  recently  announced  plans 
do  likewise. 

If  nothing  else,  a  buyback  will  e; 
rich  earnings  per  share,  provided 
shares  are  bought  cheaply  enough.  Tl 


$37,562       1.6 


15,811       1.4 


14,633        1.2 


4,683        0.5 


11,476       0.9 


7,640       1.0 


1,214       0.8 


40,756        0.6 


2,420       1.9 


882        0.7 
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Stoc  IcftfSolutions 
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From  Montgomery 


An  investment  innovation  designed  to  meet  the  needs 
of  today's  savvy  investor. 

Stock  Solutions  from  The  Montgomery  Funds  combines  our  experts' 
top  stock  picks  with  fast  access  to  up-to-date  stock  information  online. 

The  first  offering  in  the  Stock  Solutions  series,  Montgomery  U.S.  Select  20, 

is  a  concentrated  stock  portfolio  containing  20  to  30  of  the  best  ideas  from 
Montgomery's  highly  respected  experts.  You  can  access  current  details  about 
those  holdings  along  with  our  buy-and-sell  rationale — right  from  your  desktop,  24/7. 


Research  Paper 

FREE 

on  Concentrated 
Investing 


Visit  www.montgomeryfunds.com  or  call 

1  -800-572-FUND  [3863]  for  a  current  prospectus 

and  account  application* 


Invest  wisely. 
The  Montgomery  Funds 


wwwmontgomeryfunds.com 


800.572.FUND  [3863 


For  more-tomplet*  information  about  Montgomery  U.S.  Select  20  Portfolio,  including  fees,  charges  and  expenses,  visit  our  Web  site  or  call  for  a  prospectus  to  read  carefully  before  you  invest.  Portfolios  that  concen- 
tre* their  investments  in  a  specific  industry,  sector  or  relatively  small  number  of  stocks  are  subject  to  a  higher  degree  of  risk  than  more-diversified  portfolios.  Stock  Solutions  portfolios  may  not  be  suitable  for  all  investors. 

Montgomery  intend i  to  post  portfolio  holdings  every  week,  which  could  pose  the  risk  of  investors  using  such  information  to  the  detriment  of  the  Portfolio.  In  order  to  help  mitigate  this  potential  risk,  the  information 
wil  onfy  be  provided  to  the  Portfolio's  current  shareholders  and  will  be  posted  on  a  time-delayed  basis  of  approximately  two  weeks. 


'Investments  in  Stock  Solutions  portfolios  con  only  be  made  directly  through  The  Montgomery  Funds. 
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FLEXJi 

we  build  the  aircraft 


Some  things  just  can't  be  communicated  over 
fiber   optic    cable.    And    our    Learjet®    and 
Challenger®  business  jets  enable  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction   that   moves   businesses  forward. 
We  offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So  wj 
there  may  be  other  options  to  Flexjet, 
can   only  be  one  choice.   Flexjet.   For  more 
information  on  the  many  affordable  benefits  of 
fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail,  call  1-800-FLEXJEL 
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key  is  that  the  earnings  yield  on  the 
stock  (the  inverse  of  the  price/earning 
ratio)  be  more  than  the  aftertax  yielc 
on  cash  investments.  In  Japan  that's  nc 
a  high  hurdle:  Short-term  interest  rati 
are  below  1%. 

What  Asian  companies  are  likely  I 
redeploy  their  excess  cash?  De  Vai 
says  the  candidates  include  Fuji  Phot 
Film  and  Shimano,  the  well-knov 
maker  of  bicycle  gears  and  parts.  Bot 
companies  are  trading  at  low  multiple 
of  their  sales.  More  precisely,  for  the 
outfits  the  enterprise  value  (debt  pk 
market  value  of  stock,  minus  cash)  i  | 
less  than  two  times  trailing  revenue 
Dong  Ah  Tire  company  of  Korea  has  i 
huge  cash  hoard,  bigger  than  its  mark 
cap.  Its  enterprise  value  is  -2.6  time 
operating  income. 

Cash-rich 
Japanese 
companies 
are  now 
allowed  to 
buy  back 
shares. 

The  table  on  page  390  lists  comp^ 
nies  whose  enterprise  values  are  lc 
multiples  of  sales.  Kirin  Brewery  I 
Japan,  for  example,  has  an  enterpri: 
value  of  $11.5  billion,  which  is  eig 
times  operating  income  and  less  tha 
one  times  revenues.  Kirin  has  $21 
per  ADR  and  an  ADR  price  of  $132. 

Canon,  the  well-known  Japane 
manufacturer  of  computer  printers I 
other  digital-imaging  products, 
$14.5  billion  in  cash  and  equivalent 
equal  to  39%  of  the  firm's  $37.2  billi^ 
in  market  capitalization.  Canon  coi 
raise  its  dividend,  buy  back  shares 
both.  If  it  doesn't,  it's  just  conceiv 
that  some  takeover  artist  will  do 
dirty  work. 


Yes.  All  my  bills  were  paid  on  time, 
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UNWIRED 

If  you  missed  the  action  in 
Vodafone,  maybe  you  should 
take  a  look  at  the  cellular 
opportunities  to  the  East. 


uy    iv 
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By  Megan  Mulligan 

,  ELL  PHONES  ARE  UBIQUITOUS  IN  THE  U.S. 
and  western  Europe,  but  other  parts  of 
'the  world  are  playing  catch-up.  One  such 
place  is  eastern  Europe:  Whereas  market  pen- 
etration is  60%  in  Scandinavia,  it  is  only  14%  in 
Hungary  and  less  than  10%  in  Poland. 

Keith  Crane  of  PlanEcon,  a  Washington, 
D.C. -based  consulting  firm  specializing  in  east- 
ern Europe,  notes  that  only  a  few  countries, 
such  as  tiny  Slovakia  (pop.  5  million)  have  pen- 
etration rates  as  high  as  20%.  Still,  the  potential 
is  great,  if  only  because  land-line  service  in  that 
part  of  the  continent  is  so  terrible.  That  ex- 
plains why  cellular  subscribers  in  Poland 
have  doubled  in  number  during  each  of  the 
past  two  years. 

Many  eastern  European  companies  are  well 
managed,  and  have  good  disclosure  standards,  claims  Joyce  E. 
Cornell,  managing  director  at  Scudder  Kemper  Investments. 
Nevertheless,  the  Dow  drop  this  spring  also  drove  down  east- 
ern European  stocks.  Hungary's  two  players,  Matav  and  An- 
tenna Hungaria,  are  both  off  by  more  than  a  third  from  their 
March  highs. 

Several  of  the  large  Western  telecommunications  com- 

Eastern  Europe  Phone  Home 


In  market  penetration  of  cellular  phones,  eastern  Europe  lags  behind  the  U.S.  and 
western  Europe,  especially  Scandinavia.  The  six  corporations  below  have  important 
stakes  in  eastern  Europe's  rapidly  growing  market. 


Company/country 


. STOCK  PB1C 

52-week 
Recent     high        low 


IPt 


Latest 

12mos 


Antenna  Hungaria/Hungary 

$33.25  $67.43   $15.17 

$0.46 

$0.54 

62 

$70 

$344 

Cesky  Telecom/Czech  Republic 

18.39     26.27     14.23 

0.53 

0.60 

31 

1.445 

4.653 

Ceske  Radiokomunikace/Czech  Republic 

46.08     62.06     29.43 

0.55 

0.92 

50 

64 

1.418 

KGHMNIska/Poland 

7.07       8.49      5.09 

0.16 

0.60 

12 

1.229' 

1.414 

•. 

33.38    49.94    25.81 

159 

2.12 

16 

1.613 

6.908 

i " lekomtmiEo cja  Poh   >/Poland 

7.45       9.72      4.62 

0.13 

0.21 

35 

3.1011 

10.432 

|  S.  dollars.  Prices  as  ot  May  1.     Figures  for  1998     One  American  Depositary  Receipt  represents  5  local  shares. 
..  .lie/  Capita'  't'ternational  and  IBES  International  via  FactSet  Research  Systems. 
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panies  have  large  stakes  in  eastern  European  compares, 
but  telecommunications  firms  in  the  East  tend  to  se  at 
lower  multiples  than  their  Western-based  investors.  Marv, 
which  sells  for  16  times  estimated  2000  profits,  is 
owned  by  Deutsche  Telekom.  The  German  company  haan 
estimated  2000  P/E  of  70.  Vodafone  AirTouch,  with  ai 
timated  2000  multiple  of  65,  owns  a  20%  stake  in  Polk 

tel.  KGHM  (Poland),  a  < 

glomerate,  which  is  a  min 

shareholder  in  Polkomtel,  U 
for  12  times  its  2000  fore 
Alexander  Kazbegi,  de 
head  of  emerging  Europe  q- 
uity  research  at  Schroder  a 
lomon  Smith  Barney's  Lonoi 
office,  likes  Ceske  Radiokoiu 
nikace,     headquartered  i 
Prague.  This  firm  owns  a  ( 
share  in  the  nation's  secod 
largest  mobile  company,  RaiO 
Mobil.  "Ceske's  core  busi  I 
[broadcasting]  is  not  large  i 


P/E 
2000  2000 
est      est 


Sales 
1999 

t$mil) 


Market 
value 
($mil) 
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ET  US  TEACH  YOU  WHAT  WE   KNOW. 


For  the  better  part  of  a  century,  TIAA-CREF  has  been  the  retirement 
system  of  choice  for  millions  of  educators  and  researchers.  Now,  our  low- 
cost,  high-quality  personal  retirement  annuities*  IRAs,  mutual  funds,  and 
financial  counseling  services  are  available  to  everyone. 

But  don't  just  take  our  word  for  it.  Individual  Investor  magazine  says, 
"For  decades  TIAA-CREF  has  churned  out  top  returns  by  following 
disciplined  strategies  that  focus  on  controlling  risk."** Of  course,  past 
performance  is  not  a  guarantee  of  future  results.  Call  800  226-0147  for  more 
information  about  TIAA-CREF's  products  and  services,  including  charges 
and  expenses,  or  mutual  fund  and  personal  annuity  prospectuses.  Please  read 
them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 

those  who  shape  it. 
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TRU5T   SERVICES 


TUITION    FINANCING 


I  subject  to  state  approval.  "Source  Individual  Investor  magazine,  November  1999.  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  dis- 
:  certificates  and  interests  in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services,  Inc.  distributes  the  variable  component  of  the  per- 
es,  TIAA-CREF  Mutual  Funds,  and  Tuition  Savings  Agreements.  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities.  TIAA-CREF 
iV,  FSB  provides  Trust  Services  ©2000  TIAA-CREF  NY.  NY  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 
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price  will  be  directly  correlated  to  what  happens  with  their 
cellular  operations,"  says  Kazbegi.  Cellular  market  penetra- 
tion is  only  20%  in  the  Czech  Republic. 

At  84  times  trailing  earnings,  Ceske  Radiokomunikace 
doesn't  look  like  a  bargain,  but  earnings  are  growing 
rapidly.  The  price  is  50  times  the  2000  consensus  earnings 
forecast  and  40  times  the  2001  forecast. 


Stephen  Pettyfer,  emerging  European  telecommunical 
tions  analyst  at  Merrill  Lynch  in  London,  argues  that  inl 
vestors  in  this  market  should  look  beyond  near-term  P/j 
ratios:  "The  growth  drivers  you  have  seen  in  western  Eul 
rope  last  year,  namely  the  consolidation  of  the  industrj 
and  the  demand  for  wireless  data,  are  spreading  to  thl 
periphery  of  Europe." 


SOUTH  OF 
THE  BORDER 

The  turmoil  in  U.S.  equity  markets 
hit  Latin  America,  too,  creating  a 
crop  of  blue-chip  bargains  in 
industrials,  retailers,  telecoms. 

By  Megan  Mulligan 

CLOSE  ON  THE  HEELS  OF  THE  STEEP  DECLINE  IN  U.S. 
markets,  Latin  American  stocks  also  got  walloped  big- 
time  this  spring.  It  wasn't  pretty  at  all.  Brazil's  Bovespa 
Index  is  down  26%  in  dollar  terms  from  its  recent  high;  Ar- 
gentina's Merval  Index  is  off  29%;  Chile's  IGPA  Index,  9%; 
the  Mexico  IPC,  25%. 

Latin  America  has  weathered  crashlets  like  this  one  in  the 
past — four  in  just  the  past  decade,  according  to  Geoffrey 
Dennis,  Latin  American  equity  strategist  at  Salomon  Smith 
Barney — but  investors  evidently  don't  expect  a  quick  re- 
bound. Closed-end  funds  for  all  four  of  these  countries  are 
available  at  20%  or  deeper  discounts  to  their  already  de- 
pressed net  asset  values. 

Dennis  thinks  that  the  best  bargains  in  Latin  America  are 
in  traditional  industrial  sectors,  such  as  pulp  and  paper  and 


steel.  He  also  likes  retailing  and  telecommunications  servic 
companies. 

Among  his  recommendations  are  Kimberly  Clark 
Mexico,  48%  owned  by  Kimberly-Clark  of  the  U.S.,  and  WJ 
Mart  de  Mexico  (Walmex),  60%  owned  by  Wal-Mart  StoreJ 
His  reasoning:  "Mexico  is  having  a  good  recovery,  and 
consumers  are  now  kicking  in."  By  U.S.  standards  these  Lat 
brands  are  cheap.  Kimberly  Clark  de  Mexico  goes  for  a  meij 
13  times  its  expected  2000  earnings,  Walmex  for  30  timel 
And  the  corresponding  ratios  for  their  U.S.  parents  are  l| 
and  39. 

In  telecom  he  likes  Embratel  in  Brazil  and  Telmex 
Mexico.  Telmex  could  do  well  with  a  joint  venture  with 
crosoft  on  an  Internet  portal,  he  says,  but  its  share  price 
fully  justified  on  the  strength  of  its  value  as  a  traditionj 
phone  company. 

Our  table  shows  Latin  American  bargains  you  can  ta 
advantage  of.  We  screened  for  large-capitalization  Lati] 
American  stocks  that  appear  cheap  relative  to  their  20( 
earnings  estimates.  All  these  stocks  are  also  off  at  least  18*| 
from  their  52 -week  highs.  The  stocks  in  the  table  are  ava 
able  to  U.S.  investors  as  American  Depositary  Receipts. 

Brazil's  Petroleo  Brasileiro  (Petrobras),  for  example,  is  < 
20%  from  its  52-week  high.  This  Latin  American  oil  gia 
(1999  revenues,  $16  billion)  sells  for  only  eight  times  es^ 
mated  2000  profits. 

For  more  stocks  like  the  ones  here,  please  check  oj 
www.forbes.com. 


Latin  Blue  Chips 

Top-notch  Latin  American  companies  have  taken  a  hard  1 
Company/country                                      Industry 

all  and 
SU 

are  now  selling  a 
BCK  PRICE 

t  bargain  prices. 

Change    Latest 

from  52-  12-mo 
week  high   EPS 

Pit. 

Sales 
1999 

($mil) 

Recent 

52-week 
high          low 

Trailing 

2000 

(S2| 

Ar  acruzCelulosR/Brazil 

paper 

$17.69 

$27.50 

$17.38 

-38% 

$0.90 

19 

9 

$539 

$i,oJ 

Embratel  Participacoes/Brazil 

telecommunications 

19.50 

31.00 

9.13 

-37 

0.69 

28 

20 

3.4451 

4.0? 

Gener/Chile 

utilities 

1444 

21.00 

12.81 

-31 

0.15 

8 

13 

861        1.191 

Kimberly  Clark  de  Mexico 'Mexico 

packaged  goods;  cosmetics 

1545 

2160 

13.33 

-29 

1.15 

13 

13 

1.452        1.9*1 

Lan  CMt/Chilt 

airlines 

8.50 

10.38 

6.44 

-18 

0.61 

14 

12 

1,072           sl 

Pcre:  Coniiianc/Arg^nrrui 

oil  and  gas  production 

670 

13.24 

6.40 

-49 

088 

8 

11 

1.273        2.81 

P^tro'co  Brasilcire  (Petrobras) /Brazil 

oil  and  gas  production 

23.58 

2952 

12.21 

-20 

0.87 

26 

8 

15.948 

IC 

?no»  do  Mexico  (Mmx)  Mexico 

telecommunications 

53.06 

7800 

34.28 

-32 

NA 

18 

16 

8.5201 

!  1.2 

■  ntina 

oil  and  gas  transmission 

8.00 

10.06 

7.50 

-21 

0.90 

9 

8 

430 

62 

'  ■  < 

specialty  stores 

21.11 

28.13 

14.80 

-25 

0.80 

27 

29 

6.362 

6.31 

18  NA  Not  available 

.  Sources 
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esearch 
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A  Web  microbrowser.  A  pager.  A  two-way  radio.  The  Motorola  iioooplus™  isn't  just  a  great  phone.  It's  an  amazing  new  way  of 


communicating.  And  it's  the  result  of  teamwork,  innovative  thinking  and  DigitalDNA™  technology.  DigitalDNA  technology  is  chips,  systems, 
software  and  ideas  —  embedded  solutions  that  help  smart  companies  create  smart  products.  Can  we  help  your  company?  Grab  your 


iioooplus  phone  and  give  us  a  call.  Or,  contact  us  at  www.digitaldna.com. 
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Taxes  &  Estates 


INSURANCE  TAX  TRAPS 

Avoid  letting  small  details  cause  big  problems  when 
buying  or  transferring  a  life  insurance  policy. 


By  Carrie  Coolidge 

A  WEALTHY  NEW  YORK  COUPLE  JUST  AVOIDED  DISAS- 
ter  from  defective  insurance  estate  planning.  The  49- 
year-old  developer  and  his  48-year-old  stay-at-home 
wife  have  a  $10  million  estate  they  want  eventually  to 
leave  to  their  two  sons.  The  bulk  of  their  assets  is  real 
estate,  including  eight  commercial  buildings  on  Long  Island. 

After  meeting  with  a  financial  adviser  they  decided  to  buy 
life  insurance  in  order  to  pay  their  eventual  estate  taxes,  so  their 
kids  can  get  the  buildings  with  no  problems.  They  chose  a  "sec- 
ond-to-die" policy,  which  pays  out  at  the  death  of  the  second 
spouse  and  costs  less  than  two  individual  policies.  They 
planned,  correctly,  to  put  it  in  an  irrevocable  trust,  with  the 
children  as  its  beneficiaries. 

The  brush  with  disaster  came  when  the  developer — who  is 

a  nonpracticing  lawyer — wrote  the  trust  himself  in  order  to 

saw  a  few  bucks,  and  included  a  provision  requiring  the  trustee 

to  use  the  insurance  to  pa)  the  estate  taxes.  Big  mistake:  By  law, 

eeds  used  to  relieve  an  estate  of  its  obligations  are 
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treated  as  an  asset  of  the  estate.  Thus  they  are  subject  to  esta 
taxes,  no  matter  who  owns  the  policy. 

"All  of  the  planning  he  did  to  get  the  insurance  out  of  ft 
estate  would  have  been  defeated,"  says  Lee  J.  Slavutin,  a  life  i 
surance  expert  with  New  York-based  Stern  Slavutin.  Slavui 
caught  the  error  and  got  the  developer  to  shell  out  for  a  lawy< 
The  lawyer  added  a  provision  giving  the  trustee  discretion  to  u 
insurance  proceeds  to  make  a  loan  to  the  estate  or  to  purcha 
assets  from  it.  Either  way,  the  estate  will  wind  up  with  cash  f< 
estate  taxes. 

The  larger  point  here  is  that  a  small  detail  nearly  caused  a  b 
problem  with  a  life  insurance  policy,  something  that  happens 
too  frequently  when  policies  are  bought  or  transferred.  He 
are  other  rules: 

Don't  make  your  estate  the  beneficiary.  Insurance  procee 
left  to  an  estate  will  be  subject  to  federal  estate  taxes — unless 
estate  is  left  to  a  spouse,  in  which  case  it  won't  be  taxable  nc 
but  may  swell  the  spouse's  taxable  estate  later.  To  avoid  tlj 
problem  the  policy's  beneficiary  should  usually  be  either  til 
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children  or  a  trust  for  their  benefit. 

Make  the  beneficiary  the  owner,  too.  Consider  what  happens 
when  a  wife  takes  out  a  policy  on  her  husband  and  names  the 
children  its  beneficiaries.  In  such  a  case,  see  what  happens  when 
the  husband  dies:  The  kids  do  get  the  death  benefit,  but — hor- 
rors— the  wife  may  owe  gift  taxes  on  the  entire  amount.  "It  is 
as  if  she  chose  not  to  take  it  and  gave  it  to  her  kids  instead,"  says 
Stephan  R.  Leimberg,  Bryn  Mawr,  Pa. -based  author  of  The  New 
Book  of  Trusts.  "We  call  this  the  unholy  trinity,  and  it  happens 
all  the  time." 

Okay,  so  you've  got  a  trust  for  your  4-year-old  twins  own- 
ing the  policy  on  your  life.  How  do  they  pay  the  premiums? 
You  and  your  spouse  make  annual  gifts  to  the  trust,  taking  ad- 
vantage of  the  annual  $10,000  per  donor,  per  recipient  gift-tax 
exclusion.  You  could  cover  a  $40,000  annual  premium  this  way. 
Note:  There  is  a  ritual  for  putting  money  into  a  trust  like  this; 
talk  to  your  lawyer  about  it. 

Be  careful  when  you  transfer  a  policy.  If  you  already  own  life 
insurance  and  you  transfer  it,  you  don't  succeed  in  getting  it 
out  of  your  estate  unless  you  live  for  at  least  three  more  years. 

Be  especially  careful  if  the  policy  has  a  loan.  Say  lohn  has  a  $  1 
million  policy  on  his  life  for  which  he  has  shelled  out  $200,000 
in  premiums  over  the  years.  He  wants  to  give  it  to  his  daughter, 
Lucy,  in  order  to  get  it  out  of  his  estate  or  to  avoid  the  reach  of 
his  creditors.  He  may  think  that  by  bor- 
rowing $300,000  from  the  policy's 
$350,000  in  cash  value  he  will  owe  gift 
taxes  only  on  the  remaining  $50,000  of 
cash  value. 

But  he  may  be  sadly  mistaken,  for 
several  reasons.  For  starters,  John  will 
have  a  taxable  gain  equal  to  the  $  1 00,000 
difference  between  the  loan  he  received  ($300,000)  and  his 
$200,000  cost  basis.  That  means  he  will  have  to  report  and  pay 
ordinary  income  tax  on  $100,000.  Of  course,  he  will  also  re- 
port the  $50,000  net  gift  to  the  daughter  on  a  gift-tax  return. 

There's  another  unpleasant  surprise  here.  At  John's  death 
the  policy  will  lose  its  income-tax-free  status.  That  means  that 
the  $700,000  net  proceeds  (face  amount  minus  loan  balance) 
that  goes  to  Lucy  is  taxable  as  ordinary  income  to  her,  although 
she  can  deduct  any  premiums  she  has  paid  in  the  meantime. 

This  bizarre  outcome  is  a  side  effect  of  the  fact  that  Johns 
loan  was  for  more  than  his  $200,000  cost  basis.  If  he  had  taken 
out  a  loan  tor  no  more  than  $200,000,  the  policy  would  have  re- 
mained income-tax-free  to  both  of  them. 

Be  careful  about  dropping  a  policy  with  a  loan  outstanding.  I  \ 
ample:  Henry  has  a  permanent  life  insurance  policy  with  a 
death  benefit  of  $1  million  that  names  his  wife  as  beneficial  \. 
Last  year  he  borrowed  the  entire  cash  value  of  $200,000  from 
the  policy.  At  that  point  he  had  paid  in  $130,000  in  premiums. 

Henry  feels  he  doesn't  need  the  policy  anymore  and  lets  it 

lapse.  The  following  January  he  gets  a  Form  1099  from  the  in- 

m\  letting  him  know  he  has  to  report  $70,000  of 

1,000  loan  minus  his  cost  basis— the  $130,000  in 
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premiums  he  has  paid).  IRS  reasoning:  Walking  away  from  i 
loan  is  like  getting  a  check  in  the  mail.  Why?  Because  when  yoi; 
surrender  a  life  insurance  policy  (or  let  it  lapse),  you  are  taxec 
on  the  sum  of  any  cash  value  you  receive  at  that  time  plus  an 
cash  values  borrowed  to  pay  premiums  on  your  behalf,  an( 
any  other  loans  you  have  actually  received  from  the  policy. 

Solution:  Henry  could  have  kept  the  policy  in  force  unti 
his  death  and  avoided  income  taxes  altogether.  He  could  pay  th 
minimum  amount  needed  to  keep  the  policy  active.  At  his  deatl 
Henry's  widow  will  receive  the  death  benefit  of  $1  millior 
minus  whatever  the  loan  has  grown  to — and  everything  sh 
receives  will  be  tax-free,  says  Slavutin. 

Giving  a  policy  to  charity?  Make  a  clean  break.  Example:  Lis! ' 
gives  a  $1  million  permanent  life  insurance  policy  to  her  col 
lege,  but  she  reserves  the  right  to  change  the  beneficiary.  Bi' 
mistake. 

The  Internal  Revenue  Service  calls  this  a  split-interest  gif 
and  in  most  cases,  no  charitable  deduction  will  be  allowed,  be 
cause  it  is  a  gift  of  less  than  the  donor's  entire  interest  in  th, ; 
property.  "Recent  legislation  and  IRS  rulings  have  made  it  cleaj  j 
that  any  split  of  benefits  between  a  charity  and  a  private  incLjj 
vidual  is  an  invitation  to  litigation,"  warns  Leimberg.  "It  also  as 
sures  the  disallowance  of  any  deductions  and  could  subject  trvj 
charity  to  penalties." 


ransfer  a  policy,  and  you'll 
have  to  live  three  years  for 
it  to  be  free  of  estate  taxes. 


Solution:  Lisa  should  have  given  the  policy  to  the  charij 
with  no  strings  attached. 

If  Lisa  had  given  the  policy  away  completely,  she  would  ha^ 
been  entided  to  a  deduction.  This  deduction  is  equal  to 
lesser  of  the  value  of  the  policy  or  her  cost  basis  (and  is  limitd 
to  50%  of  her  adjusted  gross  income).  Any  premiums  she  co^ 
tinues  to  pay  will  be  deductible  as  well. 

Think  about  the  alimony  deduction.  Basic  rule  on  alimony:  l\ 
deductible  by  the  person  paying,  taxable  to  the  recipient, 
is  helpful  to  couples  making  a  split  because  the  person  at  the  i 
ceiving  end  is  usually  in  a  lower  tax  bracket. 

Divorce  agreements  often  require  life  insurance  that  will  I 
place  alimony  payments  should  the  payor  die.  Example:  Sa 
buys  a  $200,000  term  insurance  policy  on  his  life  per  the  divorj 
agreement,  and  names  his  ex-wife,  Susan,  as  beneficiary.  Sa 
annual  premium  of  $1,000  is  not  deductible. 

Here's  a  better  way:  Sam  increases  his  alimony  by  $1,C 
and  Susan  buys  and  owns  the  policy  and  pays  the  premh 
This  also  benefits  Susan  because  she  maintains  control  oft 
policy.  As  with  the  rest  of  her  alimony  payments,  of  cot 
she'll  want  the  settlement  with  Sam  to  reflect  the  fact  that  i 
is  getting  stuck  with  a  bigger  income  tax  bill. 


The  new  economy  waits  for  no  one.  Charting  a  course  to  the  next  level  requires  an  in-depth  understanding  of  the 
perpetually  accelerating  technology  and  resources  available.  At  Rare  Medium  we  develop  integrated  Internet  solutions 
that  build  and  drive  next  generation  companies.  Our  unique  combination  of  professional  Internet  services  and  financial 
backing  options  can  empower  your  company  with  the  expertise  necessary  to  adapt  and  succeed  in  today's  highly 
connected  and  competitive  global  business  environment. 

INTEGRATED  INTERNET  SOLUTIONS:  STRATEGIC  PLANNING  •  VENTURE  FUNDING  •  INCUBATION  •  INTERNET  DEVELOPMENT  •  BROADBAND  •  E  COMMERCE 
www.raremedium.com  888. 419. 8616  NASDAQ:     RRRR 


'  2000  Rare  Medium  Group,  Inc 


Investment  Guide 


Taxes  &  Estates 


THE 

PRICE  IS 
RIGHT 

When  your  stocks  are 
riding  high,  use  them 
for  philanthropy.  When 
they  get  beat  up,  give 
them  to  your  family. 


By  Carrie  Coolidge 

THE  BAD  NEWS  IS  THAT  MANY 
stocks  have  taken  a  beating  lately. 
The  good  news  is  that  if  you  were 
going  to  give  them  to  your  kids,  you 
can  make  the  same  transfer  now  at  a 
lower  cost  in  gift  taxes.  And  if  the 
shares  recover,  you  won't  be  cursing 
the  April  market  crash  anymore. 

Consider  a  recent  example  involv- 
ing a  Manhattan  couple — a  65-year-old 
chief  executive  of  a  manufacturing 
company  and  his  60-year-old  wife.  In 
January  they  decided  to  give  their  two 
grown  children  a  $3  million  portfolio 
of  highly  appreciated  stocks,  which  in- 
cluded Microsoft,  Lucent,  Procter  & 
Gamble  and  America  Online.  Unsure 
of  how  best  to  minimize  the  taxes,  they 
dawdled  for  a  few  months. 

Then  came  the  market  plunge  of 
Apr.  14,  at  the  end  of  which  their  hold- 
ings had  shrunk  to  $1,950,000.  The  fol- 
lowing day  the  couple  called  their  attor- 
ney, who  swung  into  action.  He  set  up  a 
family  limited  partnership  giving  each 
child  a  45%  minority  interest,  while  the 
parents  retained  a  10%  interest  and 
control  of  the  portfolio  as  general  part- 
ners. According  to  an  outside  appraiser, 
the  gifts  to  the  children  qualified  for  a 
discount  for  their  lack  of  mar- 
ketability and  another  6%  discount  be- 
cause they  were  minority  interests.  (For 
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f  Reap  tax 
savings  in 
a  volatile 
market. 


more  on  family  limited  partnershi 
see  FORBES,  Apr.  17). 

Result:  After  the  couple  applie 
their  annual  gift  exclusion  of  $20,00 
per  child,  the  $1,032,305  that  remaine 
was  more  than  covered  by  their  lifetim 
gift-tax  exemptions,  currently  $675,00 
each  (increasing  to  $1  million  by  2006 
Had  they  made  the  transfer  in  Januar 
they  would  have  used  up  not  only  the 
entire  gift-tax  exemption,  but  owed 
extra  $100,000  as  well. 

Their  attorney,  Donald  A.  Han 
burg  of  New  York-based  Golenboc 
Eiseman,  Assor  &  Bell,  points  out  tl 
good  that  the  crash  did  for  the 
clients:  "They  got  a  much  bigger  bar 
for  their  buck.  It  made  sense  for  thei 
to  act  quickly  before  the  stocks  wei 
back  up." 

It's  the  flip  side  of  a  basic  rule 
philanthropy:  Give  away  stocks  wh 
they  are  high.  If  you  have  a  collection 
highly  appreciated  shares  and  you  wa] 
to  make  a  charitable  gift,  get  rid  of  tl 
shares  you  think  are  due  for  a  fall. 

There  are,  to  be  sure,  some  disa 
vantages  of  gifts  like  the  one  made 
the  manufacturing  executive.  Shou 
the  stocks  fall  further,  the  couple  w 
have  wasted  some  of  their  gift  exem 
tion.  And  when  a  share  of  stock  is  so 
either  by  the  partnership  or  the  hei 
the  seller  has  to  pay  capital  gains  tax  b 
cause  he  or  she  carries  over  the  dono 
basis.  In  contrast,  if  the  parents  hold 
stock  until  they  die,  the  children  wou 
benefit  from  the  step-up  in  basis 
death.  That  is,  the  gain  in  Microsoft  b 
tween  when  Mr.  Manufacturer  boug 
it  and  its  value  when  he  died  wou 
permanendy  escape  capital  gains  tax. 

You  have  to  chart  your  own  pat 
taking  into  account  such  things  as 
likelihood  you  will  hold  on  to  the  a 
predated  shares  indefinitely  and  t 
possibility  you  will  need  the  mon 
yourself  in  retirement.  But  don't  ovi 
look  the  tax-saving  possibilities  that  c 
come  from  artful  gift-giving,  says  Br 
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Mawr,  Pa.-based  attorney  Stephan  Leimberg,  author  of  The 
New  Book  of  Trusts.  Here  are  a  few  options. 

■  Grantor  Retained  Annuity  Trust.  This  is  a  good  way  to 
transfer  rapidly  appreciating  and  high-yielding  assets. 
Though  GRATs  work  best  when  interest  rates  are  low,  they 
may  still  be  useful  when  rates  are  higher,  if  the  value  of  the 
assets  put  in  them  is  temporarily  depressed. 

Example:  You  transfer  securities,  with  a  current  market 
value  of  $1  million,  to  a  GRAT  for  a  standard  10-year  term. 
The  GRAT  pays  you  a  fixed  annuity  of  $  1 58,000  a  year  for  ten 
years.  You  can  take  the  payment  in  cash  or  in  stock  (which 
avoids  triggering  capital  gains  taxes.)  At  the  end  of  ten  years, 
what's  left  in  the  trust  goes  to  your  heirs. 

Using  the  IRS'  current  "applicable  discount  rate"  of 
7.8% — which  is  what  the  IRS  figures  assets  can  earn  and  is 
based  on  interest  rates — you  made  a  gift  to  your  heirs  worth 
$58,275  when  you  set  up  the  trust.  But  if  the  stocks  really 
grow  at  12%  a  year,  your  heirs  will  get  a  portfolio  worth 
$335,000  in  today's  dollars. 

Some  smart  planners  have  been  combining  GRATs  with 
family  limited  partnerships  to  further  depress  the  taxable 
value  of  what  you're  giving  your  kids. 

■  Charitable  Lead  Annuity  Trust.  These  trusts  are  another 
good  option  when  interest  rates  are  low  and/or  potential 
asset  growth  high.  A  CLAT  may  be  more  appropriate  than  a 
GRAT  it  you  have  more  than  enough  current  income  and  give 
heavily  to  charity  anyway,  notes  Jere  Doyle,  first  vice  presi- 
dent at  Mellon  Private  Asset  Management  in  Boston. 


your  death. 

What  if  you're  a  bear  instead  of  a  bull?  One  option  is  to  d< 
nothing.  If  you  believe  stock  values  may  fall  further,  but  yoi 
aren't  looking  to  sell  out  of  a  position,  then  sit  tight.  It  may  b 
even  cheaper  to  transfer  assets  next  year.  Another  option: 
■  Charitable  Remainder  Annuity  Trust.  This  technique  is  use 
ful  when  you  have  a  highly  appreciated  asset  that  you  fea 
may  drop  in  value,  but  don't  want  to  sell  because  of  the  hug 
capital  gain. 

Here's  how  the  CRAT  works.  You  donate  the  asset  to  a  re 
mainder  trust  that  pays  you  an  annuity  for  a  fixed  term  of  u 
to  20  years,  or  for  your  life.  At  the  end  of  the  term  or  whe: 
you  die,  the  remainder  goes  to  charity. 

Once  the  stock  is  in  the  CRAT,  it  can  be  sold  without  th 
donor  incurring  any  immediate  capital  gains  taxes.  In  add! 
tion,  when  you  set  up  the  trust,  you  get  a  deduction  equal  to  th 
present  value  of  the  projected  remainder  left  for  charity.  And  i 
this  case,  rising  interest  rates  are  a  help,  since  this  projection  als 
uses  the  IRS'  discount  rate.  (Higher  interest  rates  mean  you  ca 
either  make  bigger  annual  payments  to  yourself  or  leave  mor 
to  charity  and  take  a  bigger  up-front  deduction.) 

Example:  John,  who  is  50,  transfers  $1  million  worth  cl 
highly  appreciated  stock  to  a  CRAT  that  will  pay  him  a  fixe 
annuity  of  $70,000  for  his  life.  According  to  the  IRS  for  I 
mula — which  expects  him  to  live  another  29  years — he  gei : 
an  up-front  deduction  of  about  $535,000. 

If  you  want,  you  can  use  part  of  the  annuity  payments  t  J 
buy  life  insurance.  If  you  do  this  right — paying  the  prem  j 


I  As  you  plan,  remember  that  Congress 
may  raise  the  estate  tax  exemption. 


A  charitable  lead  trust  pays  a  charity  a  fixed  annuity  for  a 
set  number  of  years;  the  heirs  get  what's  in  the  trust  when  it 
terminates.  The  IRS  calculates  the  present  value  of  the  char- 
ity's annuity  using  that  same  7.8%  discount  rate.  You  sub- 
tract that  present  annuity  value  from  the  starting  value  of  the 
trust,  and  what's  left  is  the  taxable  gift  you're  making  to  your 
kids.  Again,  the  taxable  gift  is  made — and  any  gift  taxes  due 
are  paid — at  the  start. 

Example:  A  $1  million  lead  trust  pays  the  charity  a  7% 
fixed  annuity,  or  $70,000  a  year,  for  ten  years.  The  present 
value  of  that  annuity  is  $474,000.  So  the  taxable  gift  to  the 
heirs  is  $526,000. 

But  if  the  (well-chosen)  assets  in  the  trust  really  appreci- 
ate at  12%  a  year,  the  remainder  going  to  the  kids  will  be 
nearly  $1.9  million.  One  caution:  If  you  put  only  stock  in  the 
trust,  you'll  have  to  sell  some  to  pay  the  charity  its  $70,000  a 
year.  And  when  you  do,  you,  the  donor,  will  owe  the  capital 
gains  tax.  Also,  remember,  if  stocks  are  left  in  the  trust  at  the 
end,  vour  kids  w  ill  get  your  basis  in  the  stocks,  and  not  the 
step  up  in  value  they  would  get  if  you  left  them  the  stocks  at 
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urns  with  your  annual  $10,000  per  person  gift  tax  exemptio 
and  holding  the  policy  in  an  irrevocable  life  insuranc 
trust — your  beneficiaries  can  get  the  death  benefit  free  froi  ' 
estate  income  taxes. 

Or,  you  can  name  one  of  your  children  as  the  recipient  < 
the  CRAT's  annuity  payments.  You'll  be  counted  as  making 
taxable  gift  to  your  heir  of  the  present  value  of  the  annuity  \ 
or  she  is  getting.  (Note  that  the  charitable  deduction — that 
the  present  value  of  the  amount  projected  to  go  to  charity-  i 
must  equal  at  least  10%  of  what  you  put  in  the  CRAT.  So  f<  j 
younger  heirs,  you  may  have  to  use  the  20-year  term.)  With  I 
CRAT,  you  can  retain  control  of  how  the  trust  assets  are  ii 
vested  (within  certain  fiduciary  guidelines).  But  Leimbei 
warns,  "You  should  have  a  charitable  motive.  All  the  tax  sa1  s 
ings  and  financial  leverage  you  get  should  come  after  that.' 

One  last  point,  whether  you're  a  bull  or  a  bear:  If  you'  ' 
part  of  a  healthy  couple  with  assets  under  $5  million,  use  i 
your  $675,000  per  person  exemption,  but  think  twice  befo  • 
writing  out  a  check  for  gift  taxes.  Congress  just  may  raise  t! 
estate-tax  exemption. 
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WEIGH  YOUR 
OPTIONS 

Choose  a  smart  strategy  for 
exercising  stock  options  and 
save  a  bundle  in  taxes. 

By  Ann  Lazzaro 

DO  YOU  HAVE  STOCK  OPTIONS? 
If  so,  now  is  a  great  time  to  re- 
view your  holdings,  because 
the  recent  shakeout  in  technology 
may  have  a  silver  lining  for  you. 

To  see  why,  let's  review  this 
complicated  subject.  Stock  options 
come  in  two  tax  flavors:  so-called 
nonqualified  options,  and  incentive 
stock  options,  or  ISOs.  With  nonqualified 
options,  which  are  far  more  common  than 
ISOs,  you  pay  tax  at  ordinary  rates  on  all  appre- 
ciation above  the  grant  price  when  you  exercise  them, 
which  can  be  as  soon  as  a  year  after  the  grant.  Once  you  exer- 
cise and  pay  tax,  all  further  appreciation  is  capital  gain. 

If  you  have  ISOs,  lucky  you:  All  appreciation  over  the  grant 
price  is  taxed  at  the  capital  gain  rate  and  then  only  if  and  when 
you  sell,  assuming  you  hold  the  shares  at  least  two  years  after  the 
options  are  issued  or  one  year  after  exercise,  whichever  is  longer. 

What's  important  now  is  that  a  down  market  offers  strate- 
gies for  dealing  with  both  types  of  options.  If  you  have  non- 
qualifieds,  for  example — and  you  still  believe  in  the  stock — 
consider  exercising  and  paying  tax.  In  that  way  you  can  convert 
any  future  growth  in  the  stock  from  ordinary  income  into  cap- 
ital gains.  You  have  to  believe  in  the  stock,  though,  to  hang  on 
to  the  shares  you  pick  up.  If  you  have  a  thousand  $1  options 
and  exercise  when  the  share  price  is  $100,  you  have  $99,000  of 
ordinary  income,  taxable  at  maximum  rates.  If  the  stock  col- 
lapses to  $10  and  you  sell,  you  have  a  $90,000  capital  loss — 
but  only  $3,000  of  it  can  offset  ordinary  income  in  any  year. 

With  ISOs,  things  are  a  bit  more  complex.  As  often  hap- 
pens, the  tax  goodies  of  ISOs  come  at  a  price,  notes  William 
Fleming  of  PricewaterhouseCoopers.  Uncle  Sam  limits  how 
many  exercisable  options  an  employee  can  receive  per  year  to 
$100,000.  (The  $100,000  value  here  is  the  value  of  the  stock  at 
the  time  the  option  was  granted.)  On  top  of  that,  ISO  exercise 
can — unlike  the  exercise  of  nonqualifieds — trigger  the  painful 
Alternative  Minimum  Tax. 

This  tax,  as  you  may  know,  is  the  special  hell  Congress  cre- 


ated for  taxpayers  it  feels  have  used  too  many  breaks  that  law 
makers  themselves  have  enacted.  Upper-income  taxpayers  wh< 
get  hit  lose  some  breaks  permanently  and  see  others  postponed 
and  wind  up  paying  a  flat  28%  tax  on  a  broad  base  of  income 
While  it's  true  that  ISO  benefits  aren't  permanently  lost  i 
you  fall  victim  to  the  alternative  tax — you  can  use  them  in  a  fu 
ture  year  when  you  don't  owe  it — it's  still  a  goo< 
thing  to  try  to  avoid.  Even  though  you  mal 
recover  your  ISO  benefit  in  a  future  yeai 
you  will  never  get  back  other  deduction!, 
in  particular  the  one  for  state  and  loa 
taxes,  which  matters  if  you  live  in 
high-tax  state.  According  to  attornej 
Charles  Vallone  of  Frankti 
Loughran  Starr  &  Vallone,  man 
taxpayers  with  adjusted  gross  in 
comes  above  $150,000  who  exerci 
ISOs  run  the  risk  of  an  alternative  ta 
hit.  The  spread  between  the  ISO  or 
tion  price  and  value  of  the  stock  at  tim 
of  exercise  is  counted  as  income  in  th 
AMT  formula. 

Now  consider  a  nifty  maneuver  Martin  Ni; 
senbaum  of  Ernst  &  Young  calls  "tandem  exercise": 
takes  advantage  of  the  fact  that  most  employees  who  have  IS< 
also  have  as  many  or  more  nonquals.  In  effect,  it  means  that  y< 
exercise  enough  of  them  to  raise  your  income  so  that  any  ISC 
you  exercise  won't  push  you  into  the  alternative  tax. 

Here's  how  this  could  work:  Say  Joe,  who  has  no  kids,  fill 
a  joint  return  with  $250,000  of  regular  income  and  aboi 
$52,000  in  itemized  deductions — $21,000  of  those  from  sta 
and  local  and  property  taxes.  If  he  exercises  ISOs  with  a  spre 
worth  $125,000,  he  will  owe  $38,000  in  alternative  minimi 
tax  (over  and  above  tax  at  regular  rates  on  just  the  $250,000 
If  he  exercises  enough  nonqualified  options  as  well  as  tr 
ISOs,  however,  he  can  boost  his  income  enough  to  avoid  tr 
alternative  tax  trap.  According  to  Nissenbaum,  if  Joe  exercis< 
extra  nonqualified  options  with  a  spread  worth  $315,000,  \ 
will  cross  this  threshold.  Yes,  this  will  cost  an  extra  $88,000 
tax.  But  he  is  eventually  going  to  owe  ordinary  income  te 
someday  on  this  much  of  his  nonqual  option  profits  anywa 
If  it  he  takes  the  hit  now,  he  spares  himself  that  $38,000  in  ext 
tax  from  the  AMT. 

The  trick  is  to  find  the  right  configuration  of  options  j 
that  you  don't  exercise  more  nonquals  than  you  need  to — ar 
needlessly  accelerate  your  taxes — or  exercise  too  few  and  tri 
ger  the  AMT.  You  can  calculate  this  magic  number,  or  get  cIoj 
by  experimenting  with  tax  preparation  software  (make  do  wi 
the  1999  edition).  Or  you  can  hire  a  pro  to  do  the  work.  As  tl 
above  example  shows,  it  could  be  well  worth  the  effort. 
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Tired  of  just  keeping  score? 


Team  stats  are  a  good  start.  But  add  some  real 
intelligence  to  the  data,  and  you've  got  the  makings 
of  a  truly  winning  strategy. 

CFO  Vision,  the  SASW  solution  for  integrated  financial 
management,  provides  the  timely,  accurate  information 
you  need  to  make  critical  decisions. 

Respond  quickly  to  changing  dynamics  such  as 
acquisitions,  mergers,  and  realignment. 

Examine  your  business  from  all  key  perspectives  — 
customer,  product,  market  sector,  geography  and  more. 

Deliver  financial  and  non-financial  information 

to  every  corner  of  your  enterprise. 

View  information  in  any  currency  including 
the  euro. 


Gain  true  competitive  advantage 

For  our  free  guide  and  video,  give  us  a 
call  at  919.677.8200  or  visit  us  at 

www.sas.com/cfoteam 


e  Business  of  Better  Decision  Making 


M 

SAS  Institute 


www.sas.com/cfoteam  E-mail:   forbes@sas.com  919.677.8200 


*>d  all  other  SAS  Institute  Inc. product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Inslitute  Inc   in  the  USA  and  other  countries 
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THE  TAX-EFFICIENT  TECHIE 


Tech  managers  are  known  for  gunslinging  and  high  portfolio  turnover. 
Berger  Info  Tech  Fund  manager  William  Schaff  practices  neither,  but  still 
gets  excellent  results.  By  James  M.  Clash 


THE  SAN  FRANCISCO-BASED  BERGER  INFORMATION 
Technology  Fund,  run  by  William  Schaff,  has  returned 
an  annual  77%  since  inception  three  years  ago.  Pretty 
impressive.  But  consider  this:  Schaff  did  it  with  an  annual 
portfolio  turnover  of  31%,  just  a  quarter  that  of  the  aver- 
age tech  fund.  Here's  a  rarity — a  technology  fund  that 


doesn't  have  to  be  sheltered  inside  the  tax-deferral  of  a  i 
tirement  account. 

You  don't  have  to  have  a  finger  on  the  trigger  all  the  tii 
to  be  a  good  technology  investor,  Shaff  says.  "Despite  t 
dramatic  swings  in  technology,  there  will  always  be  marl 
leaders,"  he  reasons.  "If  you  identify  good,  long-term  coi 
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've  been  through  turbulent  times  before. 


-itegardless  of  today's  market  climate,  the  future  includes  the  distinct  possibility  of 
uncertainty  and  volatility.  What's  more,  with  the  merging  of  many  banks  and  investment 
firms,  many  investors  feel  adrift,  unsure  where  to  turn  for  advice.  Should  you  invest  more 
in  bonds  or  equities?  More  in  small  caps  or  blue  chips?  Or  keep  more  cash  on  hand?  While 
nobody  can  promise  you  all  the  right  answers,  U.S.  Trust  can  promise  you  something 
invaluable:  expertise  based  on  experience. 

For  over  145  years,  through  periods  of  extreme  uncertainty,  we've  been  a  bedrock  of 
stability  for  our  clients,  providing  them  with  sound  advice  that  has  helped  preserve  and 
enhance  their  wealth.  In  the  process,  we've  become  one  of  America's  premier  investment 
advisory  and  wealth  management  firms.  To  learn  how  to  weather  the  market's  volatility, 
please  contact  Mark  Talt  in  California  at  1-800-292-1112  or  Jeff  Grubb  for  the  Pacific 
Northwest  at  1-800-767-2301  or  visit  www.ustrust.com. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK  BOCA  RATON   CHARLOTTE   COSTA  MESA   DALLAS   ESSEX   GARDEN -CITY  GREENSBORO   GREENWICH    HOUSTON    LARKSPUR   LOS  ANGELES 
MORR1STOWN  NAPLES  PALM  BEACH  PHILADELPHU  PORTLAND  PRINCETON  RALEIGH  SAX  ERA  NCI  SCO  STAMFORD  VFRO  BEACH  WASHINGTON  DC   WEST  HARTFORD 
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panies,  then  you  can  let  the  companies  do  the  work  for  you. 
If  you're  constantly  turning  over  [your  portfolio],  you  tend 
to  be  driven  by  Wall  Street  sentiment." 

Schaff,  42,  who  also  runs  $800  million  in  private  money 
for  Bay  Isle  Financial  and  has  a  master's  degree  in  engi- 
neering from  the  University  of  California  at  Davis,  has  an 
unusual  style  of  screening  for  stocks.  A  part-time  journalist 
(he  writes  a  weekly  financial  column  for  the  trade  publica- 


he  got  at  $43  (down  from  $80). 

In  fact,  it's  only  the  business-to-business  companiej 
that  interest  Schaff.  "That  way  I  don't  have  to  bet  on  a  re- 
tail fad,  you  know — a  novel  solution — which  may  or  ma) 
not  get  accepted,"  he  says.  "Corporate  spending  pattern; 
tend  to  be  fairly  consistent,  and  businesses  tend  to  pay  theii 
bills."  You  won't  find  Amazon  or  Ebay  in  his  $1 10  millior 
portfolio,  but  you  will  find  Oracle  and  Applied  Micro  Cir 
cuits,  his  two  largest  holdings  which 
combined,  make  up  8%  of  the  fund. 

Business  software  company  Com 
puware  was  a  recent  Schaff  purchase  a 
$12.  But  this  one  wasn't  cheap  becaust  • 
of  Nasdaq's  decline.  In  December  Com-jj 
puware  was  as  high  as  $40,  but  the  com , ; 
pany  missed  its  quarterly  earnings  pro;; 
jection.  "Everyone  had  them  at  30%i| 
35%  growth  rates,"  says  Schaff,  shakinj 
his  head.  "The  new,  reduced  growtljj 
rates  are  in  the  20s.  They're  trading  a 
just  1 1  times  earnings  now,  and  are  th| 
sixth  largest  services  firm  in  the  U.SJ 
Nothing  has  really  changed  fundamen.j 
tally  about  the  company." 

Another  service  Schaff  is  high  on  i|J 
computer  security.  He  has  10%  of  hi  I 
portfolio  in  companies  like  Symantel 
tion  Information  Week)  as  well  as  a  fund  manager,  Schaff     (antivirus),  AXNT  Technologies  (corporate  firewalls)  andNetl 


Techno  Tax  Marvels 

These  tech  funds  all  have  portfolio  turnover  of  less  than  50%.  That  makes  them 
suitable  for  both  tax-deferred  and  taxable  accounts.  Avoid  sales  loads,  if  you  can. 

3-year                                       Maximum       Annual 
annualized     Assets                        sales        expenses 
Fund                                              total  return1     ($mil)      Turnover      charge      per  $100 

Berger  Information  Tech 

76.8% 

$110 

31% 

none 

$1.96 

Eaton  Vance  WW  Health  Sciences-A 

31.8 

188 

41 

5.75% 

1.70 

Firsthand -Technology  Value  Fund 

71.1 

4,058 

41 

none 

1.91 

Flag  Investors  Communications-A 

49.4 

2,105 

17 

5.50 

0.96 

Franklin  DynaTech  Fund  A 

26.8 

820 

7 

5.75 

1.00 

MunderNerNetA 

97.4 

3,786 

22 

5.50 

1.59 

Principal  Preservation -PSE  Tech  100  A 

62.0 

420 

25 

5.25 

0.60 

SBS  Telecommunications-Income 

30.6 

90 

0 

none 

0.89 

United  Science  &  Technology  Fund  A 

58.1 

4,576 

40 

5.75 

1.16 

WWW  Internet  Fund 

62.6 

127 

48 

none 

2.50 

'Through  Apr.  30    Source:  Upper  Inc. 

routinely  interviews  IT  managers  at  places  like  IBM  and  Gen- 
eral Motors  to  get  a  sense  of  what  manufacturers  and/or 
equipment  they  like,  and  what  their  projected  needs  are  for 
the  coming  year.  "Analysts  often  have  relationships  with  the 
producers  of  a  product.  If  they're  getting  information  from 
Intel,  that's  good.  But  it's  got  to  be  a  little  biased.  I  mean, 
Intel  isn't  going  to  say  'Gee,  we're  really  bad  in  this  and  this 
area, '"says  Schaff.  "I'm  talking  to  the  IT  managers — con- 
sumers— and  their  jobs  depend  on 
their  choices." 

Schaff  combines  his  intelligence 
work  with  his  own  fundamental  analy- 
sis to  spread  his  portfolio  of  medium- 
size  stocks  (median  market  cap:  $3  bil- 
lion) among  100  or  so  positions, 
making  adjustments  once  a  year  in  the 
fall,  budget-planning  time  for  most 
companies.  He  then  holds  on,  pretty 
much  no  matter  what  (last  big  sale:  a  2%  position  in  Com- 
paq in  September  at  $25).  If  his  tastes  change,  he  will  vary 
what  stocks  he  picks  up  as  new  money  comes  into  the  fund. 

During  this  spring's  Nasdaq  crash,  for  example,  Schaff — 
like  many  tech  managers — experienced  almost  no  net  share- 
holder redemption  days.  So  he  took  his  meager  2%  cash  po- 
sition and  put  it  to  good  use.  There  was  3Com,  which  he 
bought  at  $35  (down  from  $1 19),  and  BMC  Software,  which 
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work  Associates  (antivirus,  encryption).  "These  areas  wr 
continue  to  accelerate  as  hackers  become  more  sophisti 
cated,"  he  says. 

Berger  Info  Tech  is  a  no-load  with  an  annual  expens 
ratio  of  2%,  slightly  higher  than  its  tech  peers  and  higjl 
enough  to  scare  away  some  investors.  You  might  be  better  on 
copycatting  the  fund's  published  portfolio  holdings — whici 
won't  change  much  quarter  to  quarter.  If  you've  gc  I 


You  won't  find  Amazon  or 
Ebay  in  Schaff's  portfolio. 
But  you  will  find  Oracle  and 
Applied  Micro  Circuits. 


$250,000  or  more  to  invest  you  qualify  for  shares  with 
more  affordable  expense  ratio  of  1.5%. 

Don't  put  all  your  savings  into  stocks  like  these.  Berg 
IT's  portfolio  trades  at  a  collective  70  times  earnings,  mo 
than  double  the  market's  ratio,  which  means  it  will  do  bad 
in  a  bear  market.  (Return  from  Mar.  9  to  Apr.  14:  -44% 
The  table  lists  nine  other  funds  with  low  turnover  and  goc 
past  performance. 


In   1935,  FDR  introduced  Social  Security 

so  millions  of  Americans  could  retire  with  less  worry, 

Today,  we're  picking  up  where  he  left  off. 


Presenting  the  Retirement  Income  Manager*1  from  T.  Rowe  Price. 

It  helps  you  determine  how  much  of  your  retirement  savings  you  can  comfortably 
lend  each  month  for  the  rest  of  your  life.  Using  advanced  computer  analysis,  it  applies 
il-world  factors  like  inflation,  interest  rate  shifts,  and  the  ups  and  downs  of  the  market, 
ot  to  mention  your  own  standard  of  living  and  life  expectancy.  All  of  which  means,  for 
one-time  fee  of  only  $500,  you'll  get  a  customized  investment  plan.  And,  because  it's  a 
rvice,  not  just  a  planning  tool,  dedicated  counselors  work  with  you  to  determine  a  plan 

that  best  meets  your  goals  and  priorities. 
The  Retirement  Income  Manager.  Exclusively  from  T.  Rowe  Price. 


cm 

<tk 


T.RoweRioe 

If  you're  retired,  or  about  to,  call  1-800-341-3220,  or  visit  us  at  www.troweprice.com. 

Retirement  Income  Manager  is  a  service  of  T.  Rowe  Price  Associates,  Inc.,  a  registered  investment  adviser.  The  Retirement  Income  Manager  and  any 
investments  available  through  T.  Rowe  Price  are  neither  endorsed,  insured,  nor  guaranteed  by  the  U.S.  government  and  are  subject  to  market  risk. 
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THE  CLEANS 
&  THE  GREENS 

Prepare  to  pay  extra  for  a  "socially 
conscious"  mutual  fund.  All  that 
hairsplitting  is  hard  work. 

By  Rob  Wherry 

THE  PENDING  TAKEOVER  OF  WARNER-LAMBERT  BY 
Pfizer  is  turning  into  a  real  headache  for  Paul  Hilton, 
portfolio  comanager  of  the  $1.4  billion  Dreyfus  Pre- 
mier Third  Century  Fund.  Since  this  is  a  "socially  responsi- 
ble" fund,  Hilton  has  to  screen  out  evil  companies — such  as 
those  that  sell  nuclear  power,  tobacco  or  alcohol.  Riding  the 
Viagra  craze,  Pfizer  has  been  one  of  Hilton's  winners. 
Warner-Lambert,  on  the  other  hand,  hasn't  been  on  the  buy 
list  because  of  product  safety  concerns. 

Vital  question:  If  a  socially  responsible  company  buys  a 
wicked  company,  what  do  you  have?  Evidently  you  have  a 
wicked  company.  Hilton  says  that,  unless  Pfizer  management 
can  reassure  him  about  reforming  the  new  acquisition,  he 
may  dump  his  $40  million  position  in  Pfizer. 

This  is  tough  work,  being  a  socially  responsible  money 
manager.  You  need  a  team  of  financial  analysts  to  pick  stocks 
that  go  up,  and  you  need  a  separate  team  of  social  engineers 
to  make  sure  that  the  companies  don't  manufacture  weapons 
or  test  shampoo  in  bunny  rabbits'  eyes.  That  may  explain  why 
socially  responsible  funds  are  often  a  tad  expensive.  (An  effi- 
cient stock  fund  runs  up  $1  or  less  in  annual  expenses  per 
$100  of  assets.) 

But  the  investing  public  loves  these  funds  anyway,  having 
put  $154  billion  into  175  funds  that  do  social  screens.  The 
screening  criteria  vary  from  fund  to  fund,  but  a  few  themes 


Green  with  Envy? 

Socially  conscious  funds  make  you 
and  expenses  tend  to  be  a  tad  high 

Fund 

feel  good.  But  a  bumpy  Nasdaq  has  so 
er  than  our  recommended  $1  or  less  pe 

TOTAL  RETURN' 

ured  some  returns, 
r  $100  in  assets. 

Annual 
expenses 
Turnover     per  $100 

Last 

3  months 

Year  to       Latest 
date      12  months 

5-year 
annualized 

Calvert  Capital  Accumulation-A 

io.es 

5.3%         10.0% 

19.0% 

NA 

$1.86 

Citizens  Emerging  Growth  Standard 

27.3 

22.7          1042 

39.2 

208% 

L82 

Aquinas  Equity  Growth 

9.7 

6.2            295 

24.7 

99 

1.41 

IPS  Millennium 

-5.4 

-4.2            58.5 

39.2 

88 

140 

Arn 

2.7 

-5.6          -12.5 

167 

24 

1.26 

n  Soci     ^ware-A 

3.2 

-0.5             6.1 

17.5 

36 

1.19 

it.  30  NA  Not  available 

Source.  Morningslar  Inc. 

are  pretty  constant  in  the  busines 
no  cigarettes,  union-busting  or  po 
luting.  Porn,  gambling  and  boo2 
are  usually  verboten,  too. 

But  applying  these  rules  can  gi 
rather  arcane.  Exxon  Mobil  is  ger 
erally  a  no-no  at  a  social  fund  sin< 
it  had  that  tanker  accident 
Alaska.  But  what  about  BP  Amoa 
Didn't  Amoco  have  a  nasty  spill  o 
the  coast  of  France  in  1978?  T 
Dreyfus  fund  owns  BP  Amoco.  Hilton's  explanation:  "Ever 
one  uses  cars  and  uses  gasoline.  That  might  upset  some  loc 
critics,  but  we  still  have  a  billion-dollar  portfolio." 

The  $1.8  billion  Domini  Social  Equity  Fund  used  to  ov* 
Hasbro,  which  makes  warfare  games  for  kids.  But  last  ye 
Domini  dumped  the  Hasbro  shares — because  the  toy  cor 
pany  licensed  its  Monopoly  and  Yahtzee  names  to  a  slot  m 
chine  company. 

Citizens  Funds  is  a  $2  billion  socially  responsible  fund  far 
ily.  It  tolerated  Texas  Instruments,  even  when  TI  was  doing  d 
fense  work.  The  reasoning,  per  Citizens  President  John  Shielc 
A  de  minimis  rule  allows  4%  of  a  company's  revenues  to  cor 
from  weapons.  Yet  one  of  the  reasons  Citizens  refuses  to  oy 
Sears,  Roebuck  is  because  Sears  has  been  cited  for  recor 
mending  and  performing  unnecessary  auto  repairs,  evi 
though  the  offending  repairs  were  almost  a  decade  ago. 

Socially  conscious  companies  are  also  supposed  to 
union-friendly.  But  look  at  this.  Both  Dreyfus  Premier  Thi 
Century  and  Domini  Social  Equity  have  positions  in  W; 
Mart,  a  company  that  has  squashed  numerous  attempts 
unionization.  "It's  nothing  so  awful  that  would  put  [Wi 
Mart]  over  the  threshold,"  says  Hilton. 

The  socially  conscious  Calvert  Capital  Accumulati' 
Fund  looks  pretty  clean  until  you  get  down  to  Franklin  F 
sources,  a  fund  company  whose  portfolios  include  compan 

representing    the    gai 
of  wickedness — nukes, 
spills,  union-bashing,  yl 
name  it.  How  do  you  just 
that?  It's  just  one  of  those ; 
cane  distinctions. 

Go  ahead  and  buy  a 
daily  conscious  fund  it 
will  help  you  sleep  at  nig 
But  you  should  also  cc 
sider  the  alternative:  Bui 
cheap  index  fund  and 
nate  your  expense  ratio  i 
ings  to  a  worthy  cause. 
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SO  YOU  WANNA 
BE  IN  PICTURES? 

Investing  in  films  is  a  great  way  to  soak  up  some  glitz  and 
impress  your  friends.  You  might  even  get  your  money  back. 


By  Peter  Kafka 

ROBERT  EICK  HAMMERED  OUT  THE  DEAL  AT  A 
Hooters  in  Orlando,  Fla.  Last  year  the  Greenwich 
Capital  mortgage  salesman  placed  $100,000  of  his 
own  money  with  five  young  filmmakers  without 
seeing  their  low-budget  horror  flick.  But  when 
Eick's  money  helped  beget  The  Blair  Witch  Project,  his  faith 
was  rewarded  with  a  27%  stake  in  the  film's  profit.  He  stands 
to  net  more  than  $15  million. 


Microsoft  software  architect  Charles  Simonyi  hasn't  fan 
as  well.  In  1998  Simonyi  sank  $13  million  of  his  $1.5  billici 
fortune  into  a  film  directed  by  the  wife  of  actor  Ranc 
Quaid;  he's  now  suing  her  for  breach  of  contract  after  she ; 
tempted  to  distribute  the  film  herself.  He'll  be  lucky  to  get 
penny  back. 

Those  stories  are  the  extremes.  Somewhere  in  between 
the  tales  of  most  individual  investors  who  venture  into  fill 
The  experience  is  far  more  exciting  than  buying  Treasun 
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A  New  Investment 
Idea  for  Today's 
[    Technology  Investors. 

Introducing  the  Forbes  CommTech  Index, 


Hypothetical  10-Year  Performance  of  the 

Forbes  CommTech  Strategy 

MflyifJ/     Average  Annual 
■  3470   Total  Return* 

1999  66.25%  1994  -0.70% 

1998  82.94%  1993  18.57% 

1997  37.19%  1992  30.27% 

1996  29.97%  1991  73.68% 

1995  32.66%  1990-28.99% 

This  is  the  performance  of  the  strategy 
and  not  that  of  any  specific  trust.  Past 
performance  does  not  guarantee  future 
results.  *Assumes  reinvestment  of  all 
available  dividends  and  does  not  reflect 
faxes.  Includes  a  1%  initial  sales  charge 
with  1 .75%  charged  over  the  year  plus 
expenses.  Actual  portfolio  performance 
will  differ  from  strategy  stocks  because 
portfolios  are  established  and  liquidated 
at  different  times  of  the  year;  they  may 
purchase  and  sell  stocks  at  prices 
different  from  the  closing 
prices  used  in  determining 
portfolio  unit  price;  portfolios 
ore  not  fully  invested  at  all 
times;  and  stocks  are  not 
weighted  equally. 


Technology  and  communications.  Two  words  that  spark  enthusiasm  among 
investors  everywhere.  Now  you  can  tap  into  these  fast-growing  sectors 
through  the  new  National  Equity  Trust  Forbes  CommTech  Index  Trust. 
This  unique  investment  idea,  inspired  by  the  super-wealthy  members 
of  the  Forbes  400,  is  available  only  from  Prudential  Securities. 


How  the  Forbes  CommTech  Index 
works.  The  Forbes  CommTech  Index 
is  a  fixed  portfolio  of  the  10  technology 
and  communications  stocks  most 
widely  held  by  members  of  the  Annual 
Forbes  400  Richest  Americans  List. 
The  portfolio  uses  a  disciplined  buy- 
and-hold  strategy,  with  stock  selection 
changing  approximately  every  13  months 
(if  available),  based  on  the  investment 
holdings  of  the  members  of  the 
Forbes  400  List.  Because  of  the  Trust's 
concentrated  approach  and  heavy 
investment  in  technology  stocks,  it  is 
subject  to  higher  risk  and  dramatic 
price  fluctuation. 


A  reflection  of  the  investment 
holdings  of  America's  wealthiest 
investors.  The  holdings  in  the  Forbes 
CommTech  Index  may  vary  from  year  to 
year,  depending  on  which  companies  in 
technology  and  communications  sectors 
these  individuals  favor — from  Internet 
start-ups  or  wireless  enterprises  to  more 
established  blue-chip  technology  firms. 

For  more  information,  call  today. 

1-800-THE-ROCK 

extension  6857 
www.prudential.com 


(Mi  Prudential 


more  informotion  obout  the  Trust  including  all  charges  ond  expenses,  obtain  a  prospectus  from  a  Prudential  Securities  Financial  Advisor.  Pleose  read  it  carefully  before  investing.  Although  the 
t  is  an  approximately  one-year  investment,  we  recommend  staying  with  this  strategy  for  at  least  three  years.  Because  of  the  tax  consequences,  including  capital  gains  treatment, 
Kiated  with  investing  in  the  Trust,  please  consult  with  your  tax  advisor  before  making  any  tax-reloted  investment  decisions. 

Trust  is  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  Index  Inc.,  or  its  affiliates  ("Forbes"),  ond  Forbes  makes  no  representation  regarding  the  advisability  of  investing  in  the  Trust, 
rbes"®  is  a  trademark  of  Forbes  Management  Company,  Inc.,  and  hos  been  licensed  by  Forbes  for  use  by  the  Sponsor  on  behalf  of  the  Trust.  ©3/00  Prudential  Securities  Incorporated, 
'  Water  Street,  New  York,  NY  10292,  member  SIPC,  www.prudenhalsecurihes.com,  o  wholly  owned  subsidiary  of  The  Prudential  Insurance  Company  of  America. 
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but,  for  the  majority  of  angels,  far  less  rewarding. 

Moviemaking  is  inherently  risky,  even  for  the  studios — 
some  pros  at  Sony  Pictures  managed  to  lose  $500  million  one 
year — and  is  particularly  unkind  to  investors  unfamiliar  with 
the  industry's  business  etiquette  and  accounting  systems. 
There's  a  glut  of  inventory:  Last  year  some  440  films  were  re- 
leased in  U.S.  theaters,  and  hundreds  more  went  straight  to 
video,  cable  TV  or  foreign  markets.  Many  films  were  pro- 
duced but  never  got  a  distributor. 

Given  those  odds,  why  bother  with  movies  at  all?  "There's 
nothing  like  being  in  a  theater  with  your  friends  and  seeing 
your  name  projected  across  a  50-foot  screen,"  says  Lewis 
Horwitz,  who  arranges  film  financing  at  Southern  Pacific 
Bank  in  Los  Angeles.  "It's  hard  to  put  a  value  on  that." 

These  three  investors  tried: 

The  old  pro 

Even  Moses  warned  John  Patrick  Guerin  not  to  invest  in 
movies. 

Charlton  Heston  told  the  Los  Angeles  investor  to  stay  out 
of  the  business,  and  for  years  Guerin  did  well  by  heeding  his 
advice.  By  the  mid-1980s  he  managed  an  investment  part- 
nership and  chaired  PSA  Inc.,  an  airline  holding  company 
that  boasted  Warren  Buffett  as  an  investor.  Guerin  and  Buf- 
fett  lieutenant  Charles  Munger  also  owned  stakes  in  pub- 
lisher Daily  Journal  Corp. 

But  in  1986  Guerin  was 
dating  an  aspiring  actress, 
and  he  wanted  to  indulge 
her.  He  shelled  out  $1  mil- 
lion to  finance  something 
called  The  Killing  Time — 
don't  look  for  it  at  your  local  Blockbuster — 
created  expressly  to  star  her.  Though  Guerin 
managed  to  make  a  $100,000  profit  by  selling 
the  film  to  a  distributor,  it  was  still  a  cosdy  ex- 
perience: Guerin's  girlfriend  left  him  for  one 
of  her  costars. 

Behold  the  addictive  nature  of  show  busi- 
ness. Rather  than  wash  his  hands  of  Holly- 
wood, Guerin  got  hooked.  Through  Tapestry 
Films,  an  independent  production  house  he 
created,  he's  churned  out  more  than  two 
dozen  movies.  Guerin,  70,  stills  sits  on  several 
boards  and  spends  no  more  than  20%  of  his 
time  on  the  movie  business,  delegating  day- 
to-day  responsibilities  to  a  producer  team  he 
hired  for  his  first  film.  He  keeps  his  exposure 
relatively  low  by  never  tying  up  more  than  $5 
million  of  his  cash  in  the  company;  his  films 
have  never  cost  more  than  $3  million.  His 
payoffs  have  been  accordingly  modest — his 
biggest  score,  he  says,  was  selling  A  Kid  in 
King  Arthur's  Court  to  Disney  in  1994  for  2.5 
tunes  his  cost.  Overall,  Guerin  says,  Tapestry 


has  been  profitable,  but  not  by  much.  That's  not  the  point. 

"It's  high-priced  entertainment.  It's  like  going  to 
casino,"  he  says.  "You  assume  you're  going  to  lose  a  certai 
amount  of  money." 

New  blood 

For  the  record,  Brian  Sullivan's  foray  into  film  was  a  bus 
ness  decision,  not  a  personal  folly.  The  $1.8  million  he 
pumped  into  a  noir  thriller  called  Preston  Tylk  for  the  past 
months  comes  from  Rolling  Oaks  Enterprises,  a  $12  millic 
venture  fund  he  runs.  (The  28-year-old  Sullivan,  whose  unc 
is  Motorola  Chief  Executive  Christopher  Galvin,  has  $4  mi 
lion  of  his  own  money  in  the  fund.)  He  did  it  on  the  chea 
using  little-known  actors  and  a  script  purchased  for  a  dolk 
College  buddies  from  Northwestern  University  handled 
production,  Sullivan  the  budget. 

A  modest  $250,000  distribution  deal  with  Lions  Gate  Ei 
tertainment  Corp.  means  the  film  will  likely  never  play  in  b 
markets  before  going  to  video.  You  may  see  it  overses 
though:  Sullivan  sold  the  foreign  rights  for  a  total  of  $2 
million.  But  he  will  have  to  pay  a  foreign  sales  agent  17.5% 
that  and  split  the  profits  with  others.  On  paper,  he  stands 
clear  all  of  $154,000  on  the  film. 

On  paper.  The  foreign  sales  money,  paid  on  a  country-b 
country  basis,  is  trickling  in  slowly,  even  though  Sullivan  h 
hired  a  collections  agency.  "This  business  isn't  like  other  i 


Brian  Sullivan's 
first  film  will 
probably  be  his 
last:  "There  just 
isn't  enough 
money  in  this." 
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stments  I've  made,  where  people  say  they  are  going  to  do 
mething,  and  they  do  it,"  he  sighs.  "It  was  just  something  I 
d  to  learn."  The  result?  Sullivan  is  getting  out  of  entertain- 
ent  and  sticking  with  investments  like  WebStreet,  an  online 
oker. 

The  Grip 

Julian  Iragorri  has  been  investing  in  films  for  three  years. 
>  far,  he's  ahead.  But  for 
igorri,  a  33-year-old  European 
uities  salesman  at  Credit  Suisse 
rst  Boston,  investments  have 
tie  to  do  with  returns  and 
uch  more  to  do  with  lifestyle. 

Since  he  started  investing 
th  Hart/Sharp  productions,  a 
nv  York  film  producer  that  spe- 
ilizes  in  arty  projects,  Iragorri 
5  been  able  to  tag  along  to  the 
nines,  Venice  and  Sundance 
m  festivals.  He's  hosted  a  pri- 
te  screening  at  which  he  was 
le  to  introduce  actor  Matthew 
oderick,  who  appears  in  one  of 
I  films.  And  when  he  visited  the 

of  one  of  his  films  in  Bar  Har- 
r,  Me.,  he  got  to  carry  sandbags 
)und,  just  like  the  crew. 

"For  a  boring  banker  here  in 


New  York,  it's  exciting,"  he  says.  "Maybe  one 
day  I'll  do  this  full-time." 

Iragorri  is  keeping  his  day  job  for  now,  but 
increasing  his  role  with  Hart/Sharp.  He 
helped  the  company  raise  a  $10  million  blind 
fund  that  will  be  used  to  finance  up  to  five 
films.  He  offers  suggestions  to  the  producers 
about  scripts,  casting  and  editing.  And  he  re- 
cruits friends  and  co-workers  to  invest  along- 
side him.  "The  first  thing  I  tell  them,"  he  says, 
"is  that  this  is  money  you  have  to  be  ready  to 
throw  into  the  garbage." 

Iragorri  will  likely  end  up  losing  two- 
thirds  of  the  $75,000  he  invested  in  his 
first  film,  which  Hart/Sharp  has  had  trouble 
selling.  But  his  second  investment,  Boys 
Don't  Cry,  sold  last  year  for  $5  million,  or 
roughly  double  its  cost,  and  should  net  him 
80%  on  the  $100,000  he  invested.  His  most 
recent  film,  You  Can  Count  on  Me,  should 
also  make  him  money,  because  Hart/Sharp 
spent  $2  million  on  the 
project  and  sold  it  for 
$2.5  million  in  the  U.S. 
Is  this  a  reasonable 
way  to  invest  money?  "I 
used  to  think  that  tech  stocks  were  a  smart  way  to  invest 
money,  until  this  spring,"  he  says.  What  he's  really  proud  of 
is  Boys  Don't  Cry's  best  actress  Oscar;  he's  also  hopeful  that 
You  Can  Count  on  Me  will  win  an  Academy  Award.  Iragorri 
doesn't  actually  get  the  awards,  of  course.  But  it  sounds  like 
he  already  has  them  on  his  mantel.  "Can  you  believe  it?  A 
guy  like  me,  with  two  Oscars?  Amazing!"  r 


Julian  Iragorri  lost 
money  on  his  first 
movie.  The  second 
made  money  and 
earned  an  Oscar. 


REEL  ADVICE 

If  you  insist  on  dabbling  in  film: 

■  Hire  an  attorney  or  an  accountant 
well  versed  in  entertainment  law  and  book- 
keeping. Says  Steven  Fayne,  a  Los  Angeles 
entertainment  attorney,  "If  you  go  to  your 
regular  old  accountant  and  sit  him  down 
with  this,  he'll  pull  his  hair  out." 

■  Know  the  game  plan:  See  if  the  pro- 
ducer has  a  realistic  strategy  for  recouping 
the  production  costs.  Where  will  the  film 
sell?  Movies  designed  for  foreign  markets 
can  get  by  without  recognizable  stars. 
Movies  made  for  cable,  however,  usually 
need  at  least  a  C-level  celebrity  to  make 
them  salable. 

■  Understand  what  your  dollars  buy. 


Do  you  want  a  producer's  credit?  What 
about  creative  input?  Some  filmmakers 
have  no  problem  catering  to  their  in- 
vestors; others  want  only  their  money.  "We 
don't  even  show  investors  a  script,"  says 
William  Whitacre,  an  Orlando  attorney  who 
arranges  financing  for  films  made  outside 
the  big  studios.  "You  can  come  to  the  set, 
you  can  watch  us  work— just  don't  tell  us 
what  to  do." 

■  Be  patient.  Money  flows  back  into 
the  film  in  stages— one  for  the  initial  distri- 
bution deal,  another  for  video  sales,  an- 
other for  TV  sales— that  are  spread  over 
two  years  or  more.  And  if  your  money  is 
first  in,  it  will  likely  be  last  out,  following  a 
long  line  of  talent,  crew,  sales  agents,  bro- 
kers and  producers.  — P.  K. 
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DIGIT 

Collectors  are  starting  to  treat 
fossils  like  art,  not  artifacts. 


By  Ashlea  Ebeling 

NATHAN  MYHRVOLD,  THE  BEARDED  RENAISSANCE  MAN 
who  just  stepped  down  as  Microsoft's  chief  technology 
officer  after  a  yearlong  sabbatical,  spent  last  summer  at 
the  Hell  Creek  geological  formation  in  Montana.  He  helped 
unearth  16  fossilized  triceratops,  the  scary  three-horned 
rhinoceros-like  dinosaur  thought  to  have  fought  the  giant 
Tyrannosaurus  rex.  Based  in  a  tent  camp  30  miles  by  dirt 
road  from  the  nearest  town,  Myhrvold  worked  alongside 
paleontologists  from  Montana  State  University's  Museum  of 
the  Rockies. 

These  particular  dinosaurs  are  in  the  university's  museum, 


but  they  are  bucking  a  trend:  More  and  more  fossils  are  enc 
ing  up  in  private  collections — including  Myhrvold's.  His  o 
fice  in  Bellevue,  Wash,  even  has  a  fossil  crocodile  from  Gei 
many,  embedded  in  the  stone  in  which  it  was  preservec 
hanging  on  the  wall  instead  of  a  painting.  It  cost  about  $50,00 
He  has  dozens  more  fossils  at  home  and  in  a  warehouse. 

Myhrvold  and  others,  like  Nicholas  Pritzker,  president  d( 
Hyatt  Development,  are  collecting  fossils  as  objets  d'ar 
"What  I  buy,"  says  Myhrvold,  "I  buy  because  it's  beautiful,  J 
beautiful  as  anything  any  artist  has  created." 

Bestsellers  include  not  just  dinosaurs  and  crocodiles;  alsj 
popular  are  sweeping  palm  fronds,  opalescent  ammoniteij 
spiny  trilobites,  and  assemblages  of  fish,  turtles,  crabs  an; 
snakes.  Both  private  fossil  collecting  and  commercial  foss 
hunting  have  been  growing  over  the  past  decade,  spurred  h  I 
the  Jurassic  Park  movies  and  the  stratospheric  price  fetche'  I 
for  dinosaur  Sue,  the  famed  T-rex  that  Sotheby's  sold  for  $8:j 
million  in  1997. 

The  backbone  of  the  $50  million  (annual)  business  is  still ; 
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Hands  off,  say 
some  scientists: 
Yet  Charles 
Licbcrman  shows 
off  his  $100  cave 
bcai  paw  fossil. 
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DROP     BY     TODRV. 


TIME     TO     SHY 


HELLO. 


i  Internet  world  is  knocking.  PSINet  helps  your  business  answer.  We  give  you  all  the  tools  you 
•d  to  maximize  on-line  communications.  Everything  from  multicurrency  e-commerce  and  dedicated 
sting  to  multimedia  services,   private  IP  networking,  and  more.   It's  ~*\^ 

at  we've  done  for  thousands  of  small-  and  medium-sized  companies 
well  as  more  than  a  third  of  the  Fortune  500®.  Your  opportunity  is  knocking, 
n  the  door.  Call  or  contact  PSINet  at  1-800-431-6942  or  www.psinet.com.         the  internet  super  carrier 
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little  things — $2  sharks'  teeth  and  $40  duckbill  dinosaur  fin- 
ger bones — available  at  gem  and  mineral  shows,  on  Ebay  and 
at  Discovery  stores.  But  what's  sexy  is  the  more  expensive,  arty 
stuff.  The  auction  house  Butterfields  has  sold  $2.8  million  worth 
of  fossils  at  four  natural  history  auctions  in  the  past  two  years. 
The  two  most  valuable  lots  auctioned  in  January  included  a 
macabre  but  striking  pterosaur  skeleton  with  its  wing  bones 
folded,  set  in  a  limestone  slab,  for  $91,000,  and  a  delicate  crinoid, 
a  lily-like  marine  invertebrate,  embedded  in  shale,  for  $80,000. 
Sotheby's  is  planning  a  fossil  sale  in  Chicago  next  February. 

Can  you  make  money  off  of  this  hobby?  Yes,  says  Charles 
Lieberman,  a  financial  adviser  from  New  Jersey  who  has  col- 
lected fossils  for  more  than  a  decade.  He  says  he  has  made 
some  and  could  make  more  if  he  wanted.  He  recently  sold 
three  dinosaur  eggs,  bought  in  the  mid-1990s  for  $150,  for 
$1,800.  He  estimates  that  a  gar  fish  with  glistening  diamond- 


Mother  nature's  art:  a  $100  leaf  fossil  and  a  $1,000  dragonfly  fossil. 

shaped  scales,  bought  for  $3,700  at  auction  in  1996,  would 
sell  for  at  least  two  times  that  today;  a  rarer  gar  of  similar 
quality  brought  $21,000  in  1998.  But  for  now  Lieberman 


Fossils  are  still 
relative  bargains 
compared  with 
traditional  art. 


amber,  but  it  turned  out  to  be  copal,  an  immature  form 
resin,  worth  only  $100.  Had  it  been  amber,  it  would  ha\ 
been  worth  $10,000. 

But  one  bad  experience  didn't  turn  him  off  fossils.  Sine 
then  he  has  amassed  a  collection  to  decorate  his  office  th; 
includes  raptor  and  T-rex  claws,  crabs  and  a  cave  bear  sku 
He  replaced  a  lithograph  in  his  consulting  room  with 
$12,000  fossilized  snake  set  in  a  matr: 
of  clay  with  irregular  borders.  "Ae 
thetically  it  looks  like  modern  art,  bi 
it's  400  million  years  old,"  he  says 

In  addition,  collectors  face  ethic 

issues.  Many  scientists  are  fuming  ovi 

the  growth  of  private  fossil  ownershi 

They  argue  that  it  drives  up  prices,  ei 

courages  fossil  hunters  who  don't  f< 

low  scientific  standards  and  depriv 

the  public  of  its  natural-history  he 

itage.  Last  fall  the  Society  of  Vertebra 

Paleontologists  condemned  Discove: 

Channel  Online  and  Amazon.com  f< 

sponsoring  a  joint  online  fossil  sale. 

Still,  such  protest  hasn't  stopp 

Butterfields  from  planning  an  Augu 

auction  including  a  one-of-a-kir 

Icarosaurus,  a  200-million-year-old  flying  reptile,  for  an  esi 

mated  $250,000.  "It's  a  tragedy,  says  John  Flynn,  chair  of 

geology  department  at  Chicago's  Field  Museum,  where 


prefers  to  enjoy  his  collection.  He  has  an  18-inch-long  piece     original  Sue  went  on  display  in  May.  "Auctioning  it  off  cai 

of  a  mammoth  tusk  on  display  in  the  foyer  of  his  home,  and      ensure  that  it  ends  up  in  a  public  institution." 

hundreds  more  fossils  in  his  living  room,  study  and  basement.  These  issues  aside,  the  good  news  is  that  fossils  are  st 


Before  you  jump  in,  how- 
ever, beware  of  the  risks.  Fossil- 
collecting,  unlike  fossil-hunting, 
is  an  unregulated  free-for-all, 
and  fakes  abound.  So  does  mis- 
information from  some  dealers. 

Orrin  Lippoff,  a  Brooklyn, 
N.Y.  internist,  was  a  victim  of  a 
fake.  In  1998  Lippoff  got  what 
he  thought  was  prized  amber, 
with  inclusions  of  flies,  leaves, 
stems  and  mosquitoes.  The 
dealer  who  sold  it  to  Lippoffs 
friend  for  $1,100  said  it  was 
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WHERE  TO  BUY  FOSSILS 

MAXILLA  &  MANDIBLE  Retail  shop  in  New  York  City, 
212-724-6173;  www.maxillaandmandible.com 
THE  STONE  CO.  Mom-and-pop  dealers  in  Boulder, 
Colo.,  303-581-0670;  www.dinoeggs.com. 
WARFIELD  SPRINGS  FOSSIL  QUARRIES  Dig-your-own  fos- 
sil fish  in  Wyoming,  307-883-2445; 
dnsl.silverstar.com/warfieldfossils. 
TUCSON  GEM  AND  MINERAL  SHOW  Hundreds  of  dealers 
and  exhibitors  gather  every  February  in  Tucson,  Ariz., 
520-322-5773. 


relative  bargains  compared  wi 
traditional  art.  Showy  vert 
brates  are  especially  in  demai 
and  are  soaring  in  price.  Ri 
Hebdon,  a  former  she* 
rancher  who  sold  his  flock  aft 
opening  a  commercial  fos: 
quarry  on  his  ranch 
Wyoming  in  the  1970s, 
about  30  people  on  a  waitii 
list  for  a  stingray,  which  he  ge 
erally  sells  for  $1,400.  A  decai 
ago  a  saber-toothed-tiger  ski 
the  size  of  a  leopard's  skull  so 
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STIN,  June  5-6 


LONDON,  September  4-5 


garagelfTcom 


we  start  up  startups 


nfion.  Join  Garage.com's  twoday  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 

nvestors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 

G     ON     TO     WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY. 
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for  $2,000.  Now  they're  typically  $7,500.  (Replicas  cost  $200.) 
Imposing  T-rex  teeth  sold  at  auction  for  $2,000  apiece  in  the 
mid-1990s,  but  one  went  for  $7,500  in  January,  sold  to  a  fa- 
ther with  his  son  on  his  lap  holding  up  the  bidding  paddle. 

Our  advice?  To  avoid  being  ripped  off,  buy  only  from 
established  dealers.  They  can  give  you  tips  on  how  to  tell  an 
original  from  a  reconstructed  piece  and  a  replica.  (A  replica 
often  weighs  much  less  than  an  original.  Plaster,  used  in  re- 
construction, often  shows  up  under  black  light.)  For  a  list  of 
dealers,  see  the  box  on  page  422. 

Also  consider  avoiding  common  fish — they  do  not  hold 
their  value.  A  typical  18-inch  diplomystus,  a  big-mouthed 
Eocene-period  fish,  sold  for  $1,000  in  the  early  1990s 
but  fetches  only  $600  now  because  of  new  finds  and  im- 


proved cleaning  methods. 

Is  your  conscience  bothering  you?  Then  bypass  high-pric 
and  controversial  vertebrates  like  fish,  reptiles,  dinosaurs  i 
birds.  Instead,  invest  in  less  controversial  invertebrates.  Ir 
clams,  trilobites  and  plants  are  good  buys,  and  rarer  ones  I 
as  much  chance  of  accruing  in  value  as  vertebrates. 

If  you  must  have  vertebrates,  placate  the  scientists  by  si 
ing  your  bounty  with  the  public  and  reap  a  valuable  tax 
duction  as  well.  Pritzker  and  Myhrvold  have  both  donated  I 
sils  to  public  museums.  Another  option — which  can  z 
increase  your  fossil's  value — is  to  lend  it  to  a  museum  for  stuc 
And  don't  rule  out  collecting  replicas — Pritzker  has  a  cast  of] 
theropod  skull  and  Myhrvold  has  casts  of  all  seven  known 
chaeopteryx,  the  missing  link  between  dinosaurs  and  birds. 


More  fun  i 
profit:  Judtl 
Forbis  operate 
two  ranches i 
Egyptian  Arabia 


NEIGH  SAYERS 

Want  to  own  a  beautiful  animal?  And  lose  money  while  kidding 
yourself  that  you  have  an  "investment"?  Try  Egyptian  Arabians. 

By  Chana  R.  Schoenberger  These  purebred  descendants  of  studs  bred  by  desert  she 

HORS1  LOVERS  LOOK  \i  PUR]  BR]  D  EGYPTIAN  ARABIANS  can  easily  fetch  20%  more  than  garden -variety  Arabians.  Ye 

ee  perfection  The  thing  dial  attracts  people  to  they  arc  beautiful     huge  eyes,  arched  necks,  high  tails 

ine  is  the  romance  the  history,  the  natural  sharp  intelligence  define  the  breed.  But  ifyou  wanttomafcej 

ishes  ludith  Forbis,  <>w  net  of  two  return  on  your  money,  tins  is  the  wrong  place  to  look. 
tbian  ranches  in  Kentucky  and  Arkansas.  High-quality  Egyptian  Arabian  mares  cost  $30,000 
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How  does  Janus  pick  By  getting  10  know  the  companies  behind  the:  iown 

to  their  bones.  Looking  deep  into  their  financial  data.  Examining  their  busn: 

angle.  Showing  up  in  person  for  a  good  hard  look.  Janus  tak< 
at  company  after  companv.  To  turn  up  the  :th  the  best  prog:  i  money. 


Janus  Equity      •«*••    ,  »»*™  .  «*«• 
Income  Fund     30.66%  137.657.  I  35.20% 
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$60,000,  and  stallions,  $50,000  to  $2  million.  The  stallion 
owner  collects  stud  fees  of  up  to  $7,500,  while  the  mare 
owner  gets  the  foal.  What  you're  thinking  is  that  you  could 
buy  a  mare  for  $60,000  and  use  her  to  make  lots  more 
$60,000  horses,  minus  stud  fees  and  the  cost  of  some  hay.  But 
that's  what  all  the  other  amateur  breeders  are  thinking,  and 
at  a  certain  point  the  supply  of  horses  exceeds  the  demand 
from  new  would-be  breeders. 

Ninety  percent  of  horse  owners  lose  money,  estimates 
Jeffrey  Rhodes,  general  manager  of  the  $4  million  (rev- 
enues) Arabians  Ltd.,  a  breeding  farm  in  Waco,  Tex.,  and 
there  is  no  reason  to  expect  the  odds 
will  be  any  better  with  this  particular 
bloodline.  Egyptian  Arabian  owners 
sink  money  into  an  investment  gov- 
erned by  a  roll  of  the  genetic  dice  and 
subject  to  a  market  that,  over  the  last 
two  decades,  has  had  more  rough 
bumps  than  chaparral  country.  Subjec- 
tive criteria — like  beauty  and  car- 
riage— can  mean  thousands  of  dollars 
up  or  down. 

If  you  have  very  deep  pockets  and  are 
looking  for  a  hobby,  raising  horses 
nonetheless  has  appeal.  The  main  chal- 
lenge is  convincing  the  Internal  Revenue 
Service  that  this  is  not  a  hobby  at  all  but 
a  serious  business.  If  you  can  do  that, 
and  can  maintain  the  fiction  by  running 
a  profit  two  years  out  of  every  seven,  you 
can  probably  deduct  your  operating 
losses  against  other  income,  say,  from 
your  dental  practice.  You  can  claim  de- 
preciation on  the  horses.  And  you  can 
take  the  occasional  jackpot  gain  (the  $2 
million  stud)  as  a  long-term  gain  taxed 
at  20%. 

It  helps,  says  accountant  Dwight 
Sehon,  a  Chickasha,  Okla.  CPA  whose  practice  includes  sev- 
eral horse  farms,  if  you  work  at  least  100  hours  a  year  on  the 
operation.  "You  have  to  shovel,  get  your  boots  dirty,"  he  says. 
Sehon  recommends  writing  out  a  business  plan  and  keeping 
strict  records.  Even  so,  the  tax  auditors  will  give  you  a  hard 
time.  So  set  aside  some  money  for  tax  lawyers. 

Lose  the  hobby-versus-business  battle  with  the  IRS  and 
you  have  a  real  problem  on  your  hands:  Any  revenue  you  col- 
lect from  the  horse  farm  is  income,  but  your  costs  are  de- 
ductible only  up  to  the  amount  of  that  revenue — and  can't 
be  used  to  shelter  any  other  source  of  income. 

If  you  have  only  moderately  deep  pockets?  Then  you 
could  be  a  sap  and  buy  into  a  limited  partnership. 

As  William  and  Flizabeth  Brown  did.  Their  horse  ad- 
venture began  in  1989  and  ended  in  a  courtroom  last  fall. 
The  Browns — an  electrician  and  a  housewife,  who  own  a 


farm  near  London,  Ont. — borrowed  C$30,000  ($26,000 1 
U.S.  money)  at  14.5%  interest  from  Canadian  Imperi 
Bank  of  Commerce  to  buy  into  a  partnership  raisin 
Egyptian  Arabians  in  Arva,  Ont.  The  partnership  was  spoi 
sored  by  Stonebridge  Inc.,  a  London-area  company  who: 
shares  then  traded  on  the  Toronto  Stock  Exchange. 

Stonebridge  Farms  and  its  partnerships  went  under  i 
1992,  with  an  auction  of  horses  in  the  Browns'  partne 
ship  bringing  in  only  $2,000,  after  expenses.  CIBC  sued  tl 
Browns  for  the  C$23,000  balance  of  their  note.  The  Browi 
countersued,  and  last  November  a  Canadian  judge  rule 


Ninety  percent  of  horse 
owners  lose  money, 
estimates  one  manager. 


that  because  CIBC  was  also  Stonebridge's  banker,  it  ha 
conflict  of  interest  with  duty  and  couldn't  collect  on  t 
Browns'  loan.  The  judge  ordered  the  bank  to  pay  t 
Browns'  loan  and  court  costs,  with  interest. 

If  you're  still  set  on  jumping  into  the  saddle,  consi 
Houston  lawyer  Marion  (Marti)  Kruse,  who  numbers  a  pu 
bred  Egyptian  Arabian  mare  among  the  ten  horses  he  ke 
on  his  ranch.  Over  the  years  he's  sunk  thousands  of  doll; 
into  his  horses — feed,  housing,  insurance,  vet  bills,  train 
After  $5,000  in  breeding,  vet  bills  and  stud  fees  for  two 
tempts,  the  Egyptian  Arabian  has  yet  to  produce  a  foal. 

"You  can't  make  money  in  this  business,"  says  Kru 
"unless  you're  incredibly  lucky  or  incredibly  well  co 
nected."  Yes,  connections  help — to  get  your  animals  in1 
important  shows. 

Kruse  hasn't  quit  his  day  job. 
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KOW  YOUR  BUSINESS... 

INCUBATE  your  MIND! 


Register 

Today 
&SAVE! 


MEDIATAINME 


WORLD 


June  27  -  30        Westin  Bonaventure  Hotel  -  Los  Angeles 


JR  PAID  FULL  CONFERENCE 
5ISTRATION  ENTITLES  YOU  TO: 

»ss  to  hundreds  of  Media  and  Entertainment's 
executives. 

Admission  to  the  biggest,  most 
spectacular  party  inVIC's  history 
on  June  28. 

Attend  the  IDEA  Awards 
(Interactive  Digital  Entertainment 
rds  -  produced  in  conjunction  with  our 
ds  at  VIC)  on  June  29,  including  reception 
party. 

nture  Capital  Forum  on  Tuesday,  June  27. 


FORUM 


Willi 

Digital  Media 

Business  Incubator 


i  over  100  exhibitors,  the  Exchange  will 
ide  an  invaluable  opportunity  to  interface  and 
i  strategic  alliances  with  Internet  executives, 
ent  producers,  application  developers,  venture 
alists,  distributors,  and  others. 


CONNECTIONS 


ITIONS 


A  COMPELLING  PROGRAM 


Eight  Keynote  sessions: 

_  Opening  Keynote 

Frank  Biondi 
Principal,  WaterView 
Partners,  LLC  and 
former  CEO 
Universal  Studios 


Thursday  Keynote 


Strauss  Zelnick 
President  and  CEO 
BMG  Entertainment 


For  the  program  grid  and  a  complete  list  of  speakers, 
visit  www.eMediatainmentWorld.com. 

Five  Tracks  including: 

CONNECTIONS  -  The  interaction  among  industry  players  that 
facilitates  the  development  of  business  and  networking  relationships 
as  it  pertains  to  the  Media  and  Entertainment  industries. 

POSITIONING  —  The  marketing  and  perception  influencing 
aspects  of  Media  and  Entertainment  including  demographic 
targeting,  branding  and  promotions. 

DELIVERY  -  The  function  of  technology  in  facilitating  the  creation 
and  distribution  of  content 

TRANSITIONS  -  The  evolution  of  non-traditional  content 
developed  specifically  for  the  Internet.  Emerging  legal  issues  will 
be  addressed. 

CLOSE-UPS  -  A  compelling  series  of  showcases  focusing  on 
innovative  pioneers  reflecting  upon  their  entrepreneurial  success. 


CLOSE-UPS 


b  r  jgister  now,  exhibit  or  sponsor  call  800.535. 1812 
r  visit  www.eMediatainmentWorld.com. 

To  take  advantage  of  the  eMediatainmentWorld  group 
rate  at  the  Westin  Bonaventure  Hotel  call  800.Westin1 
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THE  MIND  OF 
THE  SWINDLER 


able — you  can  buy  it  right  there  at  the  country  club.  And,  ir 
evitably  or  otherwise,  it  occurred  to  Tadazumi  Ishida  to  loa 
up  on  the  insurance  and  then  claim  an  astounding  succe: 
sion  of  holes  in  one,  thereby  swindling  four  insurance  con 
panies  out  of  maybe  $50,000  and  ultimately  getting  himse 
sentenced,  last  October  in  Akita  District  Court,  to  two  yeai 
in  prison. 

As  our  list  of  15  swindles  during  the  past  year  (seep.  431 
is  limited  to  happenings  in  the  United  States,  it  regrettab 
cannot  include  Ishida,  but  you  do  keep  bumping  into  h 
mindset  closer  to  home.  Although  they  include  some  whof 
pers,  the  1 5  are  not  represented  to  be  the  largest  of  the  yea 

VSome,  like  those  run  by  students  from  Georgetown  Unive 
sity  Law  School  and  the  University  of  California  at  Los  Angi 
^  les,  took  in  only  around  $350,000  apiece,  and  are  include 

^^  because  they  tidily  make  the  point  that  college  kids  froi 

coast  to  coast  are  now  learning  the  basics  of  Internet  fraud 

Other  listees  seem  of  unique  « 

You  think  you're  smart  and  sophisticated  and  doiogkai  interest— this  would 

could  never  be  taken.  But  you  could  be.  Here's  true,  for  example,  of  the  Aiiemow 

1  r>  j  i  Pa.  con  man  whose  principal  vi< 

how  confidence  artists  outsmart  smart  people.  tims  were  his  parentsF  As  h^  sist 

told  the  local  paper:  "It's  been  real 

By  Dan  Seligman  hard  on  the  family."  Our  diverse  list  also  includes  assort* 

IT  TAKES  BRAINS  TO  BE  A  SWINDLER,  MEANING  THAT  THE  accounting  frauds;  one  high-profile  Beltway  embezzlemei 

guy  in  question — and  it  almost  always  is  a  guy — presum-  (a  $3  million  theft  from  a  natural-gas  trade  association); 

ably  has  the  option  of  living  a  decent  life  without  running  theft  by  a  hotshot  sports  agent  who  pocketed  a  fair  amoui 

the  crazy  risks  taken  by  confidence  men.  But  as  Paul  of  the  money  he  was  supposed  to  be  investing  for  numeroi 

Newman  and  Robert  Redford  were  trying  to  tell  us  in  football  and  basketball  icons;  and  a  staggering  insuranc 

The  Sting,  there  are  kicks  you  get  from  conning  that  are  never  company  looting  by  swindler  Martin  Frankel,  possibly 

attained  by  chaps  just  showing  up  for  work  in  the  morning,  most  famous  character  listed. 
What  a  hoot  it  must  have  been  to  run  the  great  Japanese  Also  worth  mentioning  is  the  durability  of  Pon] 

hole-in-one  scam,  arguably  the  funniest  entry  turned  up  in  a  schemes,  several  of  which  made  our  list.  The  eponymo^ 

recent  online  sweep  of  swindle  stories.  In  (apan,  as  in  some  Charles  Ponzi  has  been  dead  for  half  a  century  and 

American  venues,  tradition  requires  golfers  who  score  holes  Boston  investors  who  in  1920  were  feverishly  thrusting  tht 

in  one  to  lavish  huge  and  expensive  gifts  on  everyone  in  money  on  him  look  in  retrospect  like  asylum  lunatics.  But| 

sight.  So,  inevitably,  hole-in-one  insurance  is  widely  avail-  I  rapidly  ascertained,  in  the  course  of  swindle-browsing  < 

rOne  guy  managed  to  even  con  his  parents! 
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someone 

close  to  you? 


Susan  G.  Komen  Breast  Cancer  Foundation.  Call  toll  free1-877-4-A-Drive  or  visit  us  at 
www.bmwusa.com  to  see  when  this  special  limited-time  event  is  coming  to  your  area. 


harman  kardon 


Investment  Guide 


Nexis  and  the  Securities  &  Exchange  Commission  Web  site, 
the  schemes  are  still  weirdly  ubiquitous  and  often  mar- 
velously  imaginative.  (Ponziism's  defining  characteristics: 
The  promoter  comes  at  you  with  a  story  line  featuring  huge 
guaranteed  returns,  generally  pays  them  to  investors  who  get 
in  early,  all  of  which  attracts  an  avalanche  of  new  investors 
whose  money  is  partly  used  to  keep  on  paying  returns  but 
mainly  supports  the  swindler's 
expanding  lifestyle — until  the 
whole  edifice  collapses.) 

One  of  the  Ponzi  schemes  on 
our  list  took  in  more  than  $20 
million  and  featured  three  confi- 
dence men  offering  investors 
super-high-yield  securities  that 
were  in  fact  nonexistent  but  said 
to  be  backed  by  the  Marriott 
Hotel  chain.  When  one  suspi- 
cious prospect  said  he'd  like  to 
talk  about  the  deal  with  Bill 
Marriott,  the  swindlers  set  up  a 
dinner  party,  straight  out  of  The 
Sting,  in  which  one  of  them 
masqueraded  as  Bill. 

The  SEC  is  of  course  always 
casting  a  wide  net  for  swindles, 
as  evidenced  last  year  by  its  com- 
plaint against  Tank  Black,  the 
agent  for  the  hoop  millionaires. 

But  the  agency's  enforcement  operation  is  currently  empha- 
sizing rampant  crookedness  in  the  Internet-based  investment 
world.  The  SEC  complaint  site,  which  gets  about  350  hits  a 
day,  allows  for  online  charges  of  fraud.  These  are  subjected  to 
an  endless  triage  exercise,  in  which  the  Office  of  Internet  En- 
forcement evaluates  which  complaints  are  most  worth  pur- 
suing. In  addition,  the  commission  now  has  a  self-labeled  Cy- 
berForce,  with  240  attorneys  and  other  professionals,  who 


picted  in  movies  like  Boiler  Room.  Instead  of  blathering  aw 
to  one  customer  at  a  time  on  the  telephone,  you  click 
mouse  and  reach  millions  of  potential  suckers. 

On  the  weekend  of  Nov.  13-14,  1999,  two  recent  UC 
graduates  who  had  recently  accumulated  1 30,000  shares 
NEI  Webworld  Inc.  went  into  the  university's  biomedical 
brary  and  used  its  computers  to  post  a  blizzard  of  messag 

on  investment  bulletin  boar 
run  by  Yahoo  and  others.  Pal] 
tating  main  message:  NEI  w 
about  to  be  acquired  by  L( 
Wireless  of  San  Jose.  Neith 
company  knew  about  the  po 
ings,  which  drove  the  stock  pi 
from  around  a  dime  to  $8  o 
the  weekend,  and  eventually 
around  $15  on  Monday  aft 
noon,  by  which  time  the  alurr 
had  gleefully  sold  out.  Th 
would  have  been  less  gleeful  h 
they  noticed  the  library  secur 
cameras. 

Other  Internet  variatio 
that  have  drawn  SEC  complair 
Illegal  touting,  in  which  t 
investment  Web  site  offers  stre 
uous  recommendations  withe 
disclosing  that  the  touter  is  bei 
paid  by  the  companies  whe 
stock  he  is  promoting. 

Scalping,  which  in  SEC  parlance  refers  not  to  selling  ba 
ball  tickets  on  the  street  but  to  the  practice  of  publicly  n 
ommending  stocks  while  privately  selling  them.  (The  UC 
guys  were  technically  not  scalping,  since  they  never  w< 
public.)  The  largest  recent  scalping  case  was  brought  in  }i 
uary  against  Tokyo  Joe's  Societe  Anonyme.  Joe,  actually  a  Y\ 
rean-American  named  Yun  Soo  Oh  Park,  was  a  conspicuc 


The  SEC  is  always  looking ;  everywhere  for 
swindles.  But  the  agency  is  now  focusing 
on  the  Internet-based  investment  world. 


regularly  troll  the  Web  looking  for  fishy  stuff.  In  a  typical 
week  many  of  the  850  professionals  in  the  Division  of  En- 
forcement are  investigating  or  prosecuting  Internet  fraud. 

In  elaborating  the  recent  growth  of  U.S.  productivity,  the 

latest  report  of  the  Council  of  Economic  Advisers  cites, 

among  other  things,  "new  efficiencies  from  the  use  of  the  In- 

1  )efinitely  participating  in  the  new  efficiencies  is  the 

ector,  which  has  made  the  fascinating  dis- 

covei  >u  no  longer  need  a  K  iler  room  of  the  kind  de- 


presence  in  investment  chat  rooms  in  recent  years  and  fin; 
gained  the  kind  of  following  that  enabled  him  to  charge  $: 
a  month  to  folks  wishing  to  tap  onto  his  Web  site  and  get 
read  about  his  stock  picks.  The  characters  who  paid  the  I 
alleges  the  SEC,  were  advised  to  cling  tightly  to  various  sto 
that  Joe  happened  to  be  selling.  The  SEC  complaint  also  sp 
ifies  that  Joe  wildly  misrepresented  his  stock-picking  tn 
record. 

Internet  auction  sites,  on  which  you  sell  stock  in  y( 
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own  company,  a  charming  arrangement  that  radiates  a  cer- 
tain zany  logic — but,  unfortunately,  violates  various  registra- 
tion, disclosure  and  distribution  requirements  of  the  Securi- 
ties Exchange  Act  of  1933. 

Nonexistent  securities,  in  which  investments,  many  of 
them  "prime  bank  notes,"  are  offered  on  the  Internet.  The 
story  line  about  such  notes  is,  invariably,  that  they  offer  huge 
bank-guaranteed  returns. 

Spam,  or  unsolicited  e-mail,  is  also  a  major  feature  of  In- 
ternet fraud.  Once  again,  the  ultimate  goal  is  to  con  others  into 
buying  stock  the  swindler  has  earlier  acquired.  In  one  case  trig- 
gering an  SEC  complaint,  the  spam  would  sometimes  arrive 
under  some  such  heading  as  "AOL  Investment  Snapshot,"  im- 
plying that  America  Online  was  supporting  the  pitch;  alterna- 
tively, the  recommendation  might  be  contrived  to  look  like  a 
highly  confidential  e-mail  message  that  was  intended  for 
someone  else  and  got  to  you  accidentally.  In  either  case,  it  was 
promoting  stocks  the  spamster  meant  to  sell. 

A  final  large  question  about  corporate  swindles:  Is  it 
harder  or  easier  to  run  major  frauds  at  the  corporate  level?  In 
particular,  how  have  they  been  affected  by  the  omnipresence 
of  computers?  Does  the  multiplicity  of  databases  serve  as  a 
deterrent  to  fraud — or  does  the  computer  make  fraud  easier 
because  bookkeeping  can  be  more  centralized?  It  is  possible 
to  get  arguments  on  both  sides  of  this  question,  but  the  most 
persuasive  case  I  heard  came  from  George  Diacont,  for  many 
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irs  chief  accountant  of  the  SEC's  enforcement  division 
id  now  in  charge  of  enforcement  at  Nasdaq). 
Diacont  regards  the  question  as  relatively  simple.  It  is 
w  far  easier,  he  maintains,  for  top  management  to  run  a 
ud — assuming  that  the  corrupt  managers  have  a  sophis- 
ated  understanding  of  their  computer  systems.  In  the 
st,  a  company  would  have  a  number  of  ledgers,  but  an 
try  in  one  wouldn't  necessarily  carry  over  to  the  others. 


With  computers,  the  carryover  can  be  automatic.  Says  Dia- 
cont: "When  I  was  at  the  SEC  in  the  1970s,  we  could  at  least 
look  at  the  working  papers  for  suspicious  erasures.  In  the 
computer  environment,  the  auditors  don't  have  those  kinds 
of  simple  clues." 

Which  leaves  swindles  looking  more  tempting  than  ever 
for  professional  grifters  and  college  kids.  And  for  quite  a  few 
other  characters  looking  for  kicks.  F 


».T.  BARNUM  WAS  RIGHT 

I  Year  of  Swindles 


LLIAM  (TANK)  BLACK.  A  hotshot 
Kts  agent,  he  is  said  to  have  gotten 
;-name  football  and  basketball  play- 
!  (Toronto  Raptors'  Vince  Carter 
long  them)  and  other  star  athletes  to 
rest  in  various  schemes  and  to  have 
Iked  away  with  at  least  $5  million  of 
:ir  money.  One  ploy  described  by  the 
1  He  persuaded  a  troubled  board- 
ne  company  to  issue  free  stock  in  the 
iyers'  names  by  promising  they  would 


endorse  the  company.  Then  he  sold  the 
players  the  stock  they  already  owned,  at 
prices  well  above  market,  and  charged  a 
commission.  Black  claims  innocence 
and,  in  mid-May,  was  awaiting  trial. 

SCOTT  HOLMBERG  &  SLOBODAN 
LUNIC.  They  ran  a  Ponzi  scheme  in 
which  2,000  or  so  investors  were  sold 
$20  million  worth  of  street  pay  phones, 
the  pitch  being  that  these  generate 


huge,  reliable  incomes.  Problem  was, 
the  pay  phones  mostly  didn't  exist. 
Holmberg  is  now  in  federal  prison 
serving  a  five-year  term;  Lunic  may  be 
back  in  his  native  Serbia. 

MARTIN  FRANKEL.  Easily  the  most  pub- 
licized fraudster  of  1999,  he  is  alleged  to 
have  gained  control  of  several  southern 
insurance  companies,  looted  their  trea- 
suries of  in  excess  of  $200  million  and 
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accidentally  set  his  Greenwich,  Conn, 
house  on  fire  while  attempting  to  burn 
incriminating  documents.  He  fled  to 
Europe  and  was  arrested  in  Hamburg. 
In  mid-May  he  was  still  fighting  extra- 
dition— and  proclaiming  to  ABC  News 
that  he  was  misunderstood. 

THE  GEORGETOWN  AND  UCLA  STOCK 
SWINDLES.  Eerily  similar,  both  featured 
collegians  using  the  Internet  to  pump, 
then  dump,  the  penny  stocks  they  had 
accumulated.  Both  schemes  led  to  prof- 
its of  around  $350,000  and  SEC  fraud 
<  h.irges. 

NICHOLAS  J.  BUSH.  A  big  name  in 
Washington  and  frequent  testifier  be- 
fore Congress,  he  was  president  of  the 
Natural  Gas  Supply  Association  for 
many  years,  during  which,  it  turned 
out,  he  had  embezzled  more  than  $3 
million  of  the  trade  association's  hinds. 
Now  serving  41  months  in  federal 
pi  ison. 

DAVID  P.  BURRY.  A  small-time  candy 
distributor  in  Keniu-tt  Square,  Pa.,  he 
graduated  to  running  a  big-time  Pon/i 
scheme  ill  which  investors  were  expect 
ing  foolprool  returns  said  to  be  based 
on  Hurry's  shrewd  purchases  of  over- 
stocked supplies  from  Hershey  and 
Others,  total  investOl  losses:  $24.7  mil- 
lion. Now  serving  12  years  in  federal 
prison. 

THE  EDS  CAPER.  A  looney-tunes 
scheme  involving  a  rogue  unit  of  Elec- 
tronic Data  Systems,   l'he  I  lis  diaiac 

ters  are  accused  ol  having  used  forged 
documents  to  persuade  officialdom  in 
several  states  that  the)  could  point  to 
huge  amounts  ol  unclaimed  financial 
assets,  which,  under  state  laws,  would 

revert  to  the  state  treasuries  and  also 

trigger  a  substantial  "tindei  \  fee."  Total 
rewards  collected  by  the  I  DS  unit:  $38 
million.  Underlying  motive,  according 
to  the  l  S  attorne)  in  New  York  (  n\ 
huge  bonuses  for  the  rogues.  Nine  peo- 
ple I  I  with  fraud. 

ARTHUR  GOOD  ET  AL    The 
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around  the  U.S.  pitching  an  involved 
tale  about  their  alleged  close  ties  to  the  j 
Marriott  Foundation  and  Fidelity  In- 
vestments, which  somehow  made  pos- 
sible huge  guaranteed  returns.  It  was  all 
a  Ponzi  scheme,  but  the  story  line  ex- 
tracted more  than  $20  million  from 
folks.  Good  is  now  serving  a  six-year 
term  in  federal  prison,  and  his  associ- 
ates await  trial. 

SANTE     AND     KENNETH     KIMES.     A 

mother-son  grifter  team  convicted  of 
rubbing  out  the  owner  of  a  New  York 
brownstone  as  part  of  a  plan  to  take 
over  the  property.  The  prosecution  un- 
earthed details  about  their  forged  deed 


Allentown,  Pa.  area  and  sent  his 
vestors — including  friends  and  pa 
ents — regular  statements  showii 
fancy  profits.  In  fact,  the  $1  million 
so  he  took  in  was  mostly  supportii 
his  fancy  living.  Pangrass  plead* 
guilty  to  securities  fraud  and  was  sei 
tenced  to  six  years  in  a  Pennsylva 
state  prison. 

JACK  HASSON.  A  player  in  the  Pal 
Beach,  Fla.  jewelry  scene,  Hasson  so 
wildly  overvalued  stuff.  The  fraud  tr 
at  which  he  was  recently  convicte 
featured  testimony  about  numero 
local  socialites,  also  about  an  attem 
to  impress  deep-pocket  prospec 


Unsolicited  e-mail  is  a  majoi 
feature  of  Internet  fraud.     | 
The  goal:  Get  others  to  buy 
stock  owned  by  the  con. 


to  the  brownstone,  their  200,000-volt 
stun  gun,  and  a  trail  of  past  fraud  accu- 
sations. The  jury  wasn't  bothered  by 
the  police's  inability  to  find  the  body. 

DAVID  MOBLEY.  The  SEC  complaint  says 
he  raised  $140  million  from  investors 
during  1993—99,  much  of  which  went 
into  his  own  high  living  rather  than  the 
hedge  funds  he  kept  talking  about. 
Charming  high-life  detail:  the  $40,000 
diamond  ring  he  gave  his  wife.  Mobley 
confessed  to  fraud  and  agreed  to  let  a 
receiver  distribute  remaining  assets  to 
the  swindled. 

TOKYO  JOE.  A  Korean-American,  de- 
spite his  nom  de  Street,  Yun  Soo  Oh 
Park  had  thousands  oi  investors  paying 
$200  a  week  to  access  the  Web  site  on 
which — as  elaborated  in  the  SEC  civil 
fraud  suit     he  was  promoting  stocks 

that  he  pei  SOnatt)  was  selling.  Park  sa\  s 
he's  innocent. 

WILLIAM  PANGRASS.  He  claimed  to  be 
running  a  successful  hedge  fund  in  the 


with  a  phony  sheik,  complete  wi 
phony  traveling  harem  (including 
local  call  girl),  who  was  said  to  be 
major  client  of  Hasson's. 

WILLIAM  H.  KOOP.  His  highly  unorigir 
pitch  was  that  the  public  would  be  cut 
on  guaranteed  high  returns  from  "prir 
bank  notes,"  an  instrument  that  does  n 
exist,  as  the  SEC  keeps  trying  to  tell  t 
world.  Koop's  biggest  sucker:  Glei 
Schmidt,  inventor  of  the  Big  Bertha  g<f 
club,  who  put  up  $2.5  million  (and 
pected  to  get  back  $16  million  in 
days).  Koop  pleaded  guilty  to  mon| 
laundering  and  awaits  sentencing. 

ALAIN  CHALEM  AND  MAIER  LEHMAh 

They  were  shot  and  killed  by  more  th 
ten  bullets  from  two  guns  in  a  Co] 
Neck,  N.I.  mansion  last  October, 
the  question  is  whether  they  we 
done-in  because  of  some  falling  oj 
with  their  mob  associates  or  because 
vengeful  action  taken  by  investors  swi 
died  in  their  online  pump-and-di 
operations. 
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STREETWALKER 


Auto  Parts 


BUY  FORD  MOTOR,  SAYS  JOHN  A.  CASESA,  AUTO  ANALYST  AT  MERRILL  LYNCH,  and 
you'll  get  parts  worth  more  than  the  present  whole  is  trading  for. 

Later  this  month  Ford  (NYSE:  F)  plans  to  spin  off  to  stockholders  its  $19 
billion  (sales)  components  business,  Visteon  Corp.  (NYSE:VC).  Like  GM  with 
its  1999  spinoff  of  Delphi  Automotive,  Ford  hopes  that  the  transaction  will  un- 
lock value  in  both  it  and  the  parts  operation.  Casesa  figures  Visteon  is  worth 
$3  per  Ford  share,  now  trading  at  $51.25.  In  August  Ford  is  also  planning  to 
distribute  $10  billion  of  the  $23  billion  in  cash  it  has  on  its  balance  sheet.  Share- 
holders will  get  to  choose  between  taking  cash  and  stock,  and  analysts  expect 
those  who  opt  for  cash  to  receive  between  $8.33  and  $20  cash  per  share,  with 
the  remainder  in  stock.  But  either  way,  the  transactions  together  are  the  equiv- 
alent of  getting  at  least  a  $10.50  distribution  on  each  share  of  Ford's  stock.  After 
the  deals  close,  rising  rates  may  dampen  Ford's  prospects.     — Robyn  Meredith 


Power  Plus 

DEREGUl  A I  ION  OF  THE  ELECTRIC  UTIL- 
ities  business  has  left  many  investors 
nervous  about  the  future.  Not  included 
among  the  companies  to  worry  about, 
though,  is  Virginia's  largest  electric 
utility,  Dominion  Resources.  So  says 
Andrew  Bischel,  partner  of  money 
manager  Spare,  Kaplan,  Bischel  &  Asso- 
ciates. Dominion  (NYSE  I')  aims  to  be  a 
leader  in  the  convergence  of  the  electric 
and  natural  gas  businesses.  In  January 
in  ion  completed  its  $9  billion 
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buyout  of  Pittsburgh-based  Consoli- 
dated Natural  Gas.  Integration  of  the 
two  companies  will  cut  700  jobs  and 
$75  million  in  expenses  this  year.  The 
company  is  refocusing  its  efforts  on  the 
Midwest  and  Northeast  markets,  has 
sold  off  its  British  power  assets  and  is 
leaving  Latin  America. 

Dominion  is  laying  fiber-optic  cable 
alongside  the  gas  pipelines.  Bischel 
thinks  this  capacity  could  one  day  be 
worth  as  much  as  $15  a  share.  Domin- 
ion sells  for  $46  a  share;  it  has  a  P/E  of 


16  and  a  dividend  yield  of  6<?j 
Bischel  expects  earnings  to  grc 
8%  to  10%  a  year  for  a  whil 
despite  the  threat  of  compet 
tion.        — Christopher  Helmi< 

Better  Buy 

YOU  CAN  BUY  ELECTRONIC  a| 
pliances  at  Amazon.com  ar 
50  other  sites.  So  why  woull 
anyone  be  recommending  Mi 
neapolis,  Minn.  Best  Buy  (NYffl 
BBY),  a  big-box  electronics  r| 
tailer  with  358  stores  in  J 
states? 

Because,  says  U.S.  Banco! 
Piper  Jaffray  analyst  RebecJ 
Yarchover,  the  vast  majority  1 
electronics  retailing  still  occil 
at  old-fashioned  stores.  WhJ 
the  time  comes  for  most  people  I 
move  to  Web  shopping,  Best  Buy  v^| 
be  there:  The  company  recently  hir 
DDB  Worldwide  to  help  develop  a  $ 
million  on-and-off-line  advertisi 
campaign  for  its  forthcoming  Web  si 
and  it  has  formed  partnerships  witr 
digital  music  distribution  compa 
called    Liquid   Audio    and    cont 
providers  at  RolIingStone.com. 

Using  only  the  old  way  of  retailii 
Best  Buy  last  year  generated  net  incor 
of  $347  million  on  $12.5  billion  in  sal 
Best  Buy  has  a  knack  for  turni 
out  a  lot  of  profit  from  a  small  amou 
of  capital.  One  sign  is  that  accoui 
payable  are  running  at  1 10%  of  inve 
tory.  That  means  the  company  is  selli 
gadgets  faster  than  it  has  to  pay  supp 
ers.  The  float  helps  the  bottom  line 
helping  fuel  the  retailer's  expansion 
Best  Buy  will  open  ten  stores  in  N« 
York  and  five  in  New  Jersey  this  fall 

Yarchover  expects  a  big  kick  frc 
the  sales  of  DVD  players,  which  ha 
fallen  to  as  low  as  $159  and  are  likely 
be  among  the  hottest  gift  items  tl 
year.  At  $75  Best  Buy  trades  at  a  pric 
46  times  trailing  earnings.  But  i 
growing  faster  than  its  cheaper  coi 
petitor  Circuit  City. 

— Michael  Mate 
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IE  WORLD'S  LARGEST  TIRE  COMPANY, 
aodyear  Tire  &  Rubber  Co.  (NYSE: 
r),  hit  the  skids  last  year.  In  November 
was  kicked  out  of  the  Dow  Jones  in- 
istrial  average.  This  came  five  months 
ter  it  miscalculated  its  production 
heduling  and  was  unable  to  meet  de- 
and  in  the  high-margin  tire  replace- 
ent  market  in  North  America.  Add  to 
at  some  currency  problems  and  Y2K 
penditures  and  Goodyear  posted  a 
%  drop  in  earnings  in  1999.  Its  stock 
is  fallen  58%  during  the  last  12 
onths  to  $25. 

Harry  S.  Mortner  of  Neuberger 
irman  thinks  the  worst  is  over.  The  tire 

\  Not  So  Good  Year 

rhe  past  12  months  have  been  tough 
or  Goodyear.  Booted  from  the  Dow 
50  and  beset  by  currency  problems, 
he  stock  is  down  58%. 

0  Ratio  scale 

0       fv  .  Goodyear  Tire  &  Rubber's  stock  price 

0 
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Source:  Interactive  Data  Corp.  via 
FactSet  Research  Systems. 


dustry  is  suffering  from  overcapacity, 
it  Goodyear  has  been  buying  up  other 
anufacturers  and  consolidating  oper- 
ons.  It  also  entered  into  a  joint  ven- 
re  with  Japan's  Sumitomo  Rubber  and 
s  been  shifting  production  to  its  more 
~icient  factories.  Add  to  this  a  new 
:us  on  selling  via  its  own  network  of 
e  stores  rather  than  auto  manufactur- 
}  and  you  get  improved  margins  on 
e  $13  billion  sales  base.  At  $25  the 
>ck  is  at  a  reasonable  nine  times  the 
'nings  Mortner  forecasts  for  this  year. 

I  expects,  moreover,  that  the  earnings 

II  rebound  to  their  old  $4  high  by 
03.  — Josephine  Lee 
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To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 
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articles  provide  users  with  Forbes.com 's  take  on  the 
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"Don't  play  arounc 

with  your  health" 


Listen  to  your _ho_dy_. 

Most  guys  know  the  score  when  it  conies  to  sports,  but  when  it  comes  to 
health,  just  knowing  the  score  isn't  enough.  To  help  you  stay  on  top  of  your 
game,  don't  smoke,  eat  right,  exercise,  and  make  time  to  get  regular  medical 
checkups.  Seeing  and  talking  lo  your  health  cire  professional  could  make  a 
hig  difference,  and  it  could  save  your  life. 


How, to  take  actij 


How, to  take  action  now: 

lake  time  to  visit  your  health  cue  professional  lor  a  checkup. 
Ask  about  the  .steps  you  can  lake  to  increase  your  chances  of 
living  a  long,  healthy  life.  Then  call  the  toil-free  number 
below  for  a  free  guide  to  healthy  living  for  men  and  greal 
ideas  on  how  to  improve  your  health.  — 

Call  1-800-955-2002  or  visit  our  website  at  www.) 


POINI 


Commerzbank's 

international  banking  and  finance 

capabilities  in  perspective 


Are  you  really  up  to  speed 
for  global  change? 

Call  in  the  experts  from  Commerzbank. 


To  help  meet  the  growing  necessity  (or  quick  hut 
smooth  transitions  to  the  new  complexities  of  the  market 
place  in  Buropeand  around  the  world,  you  can  rely  on  the 
highly  flexible,  integrated  approach  of  < bmmerzbank 

Whether  your  requirements  call  far  commercial  bank- 
ing transactions  or  Investment  banking  know-how, 
Commerzbank    one  of  Europe's  large  universal  banks 


with  total  assets  of  over  €  400bn  -  has  the  experience, 
capacity  and  global  reach  to  provide  a  rapid  respond 
Wherever  you  need  it:  about  70  outlets  in  45  countries 

To  get  up  to  speed  for  worldwide  change,  call  in  th 
Commerzbank  experts  nearest  sou.  Commerzbank 
a  premier  European  universal  bank  with  a  global  sale 
network. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  it  the  excellence 

of  the  Group  »  research    Both  the  quality  and  scope  of  our  research  it  recognized  by  policy  makers,  the  business  and  financial  community 

and  the  press  around  the  world.  For  mora  information  about  Commerzbank's  broad  research  capabilites,  just  contact  us  in  Frankfurt 

(volkiwlrlschaf1t)commerzbank.com|,  London  (comsec9commerzbankib.com),  New  York  (cbmailboxtrcbkna.com).  Singapore  (Fax  +65  225  39  43), 

>  ikyo  (cbkjapanSgol.roml   Or  visit  our  website:  www.commerzbank.com 
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THE  OVERALL  MARKET 


2-week  performance 
as  of  5/19/00 
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Market  value:  $16.4  trillion 
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NTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
3ridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  May  19. 

ACTUAL 2000  ESTIMATE 


1999 

Latest 

Mean 

4-wkchg 

10-year  Treasury  yield  ('/•) 

6.48 

6.50 

6.11 

2  0 

(month  Treasury  yield  (*/,) 

5  33 

5.86 

6.21 

4.9 

ederal  funds  watch 

.ast  action:  May  16,  2000,  *50  basis  points.  Current  rate:  6.5%. 

>lext  Federal  Reserve  meeting:  June  27,  2000. 


iPECIAL  STOCK  FOCUS 


"he  near-collapse  of  Oxford  Health  Plans  in 
ate  1997  rippled  across  the  health  mainte- 
lance  organization  industry.  So,  too,  has  the 
luestion  of  legal  liability.  Has  management 
mproved?  Will  the  political  winds  turn  fa- 
orable?  These  HMOs  sell  for  an  average  II 
imes  estimated  year-2000  profits. 


As  recently  as  late  1998  the  jobless 
rate  in  the  U.S.  exceeded  that  of 
Japan,  but  that's  no  longer  the  case. 
While  U.S.  unemployment  hit  a  30- 
year  low  of  3.9%  in  April,  Japan's  is  at 
4.9%,  a  30-year-high,  and  expected 
to  climb. 


FORECASTING  GLOBAL  MARKE1 

EPS  change 
Estimated        versus 
Year            P/E        3  months  ago 

Expected 
year-to-year 
EPS  growth 

S&P500 

2000           25 

0.1% 

19% 

mn        22 

-16 

14 

MSCI  World-ex  US4 

2000           27 

-2.1 

27 

2001           23 

-2.5 

16 

IBES  estimate  increases/decrease: 

May  00 

May  01 

S&P500 

MSCI  World-ex  US4 

1.41 

152 

Rising  estimate*. 

Falling  estimates 

Brazil 

Austria 

Finland 

Canada 

India 

Chile 

South  Africa 

Norway 

Taiwan 

Venezuela 

Source:  IBES  International  Inc. 

FORBES  INTERNET  UN 

i 

lidex 

Recent 

4  wks  ago 

Value 

101.2 

151.7 

Companies 

313 

316 

Valuation 

Stack  price/sales 

9 

12 

Market  value  (Sbil) 

$613 

',657 

Sales/employees  (Sthou)  $129 

$134 

12-month  sales  growth 

198'/. 

182*/. 

2000  estimates 

Sales  total  (Smil) 

$51,355 

$44,059 

Stock  price/sales 

6 

8 

P/E 

143 

14Q 

Sources:  Forbes;  Market  Guide  and  IBES  International 
via  FacfSet  Research  Systems. 

ompan/ 
etna 


•reel 
price 


Est  P/E 

2000  2001 


$61.69      13 

oundation  Hearth  Systems  1138 
ifemark 


5  DO 


lidAtlantic  Medical  Svcs 
xford  Health  Plans 


10.94 


2244 

acificare  Hearth  Systems    5756 
ightChoice  Managed  Care  13.81 


3 


11 

8 

NA 


13       11 


15       11 


8 
12 


7 
10 


3 


.  Not  availaUt.  Sourc**:  IBES  Intsrnttirjntl  tntt  li- 
lt Corp  via  Ftcttt  R—wch  Systems 


See  www.forbee.com  for  update*  on  many 
of  these  item*,  quote-;  on  o/er  9,000 
securities,  stock  report*  and  more. 


WHAT  THE  FUNPS  ARE  BUY 

Buying 

Price 

_SfiJliflg 
EPS* 

Price 

EPS* 

Cogmjx 

$49.56 

$1.50       AwwCiw 

$33.38 

.20 

Lattice  Semiconductor 

55.38 

2.19       Aviron 

24  31 

-4.63 

National  Oilwell 

2763 

0  49       JDA  Software  Group 

16  13 

0.49 

Quantum  (HODG) 

10.88 

0  66       Ohio  Casualty 

12.56 

-095 

S3 

15.75 

-041       THO 

15.19 

1.96 

*2000  estimate  via  IBES  Express  Source:  stembergindicatorcom 

The  Barra  All-US  price  index  consists  of  all  publicly  traded  US  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded  •Total 
return  of  more  than  150  large-capitalization  slocks  that  have  predicted  above-average  earnings  growth  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios  "A  dollar  denominated  r.aprtali/ation-weighted  index  of  foreign  stocks  Source:  Morgan  Stanley  Capital  International. 
'Capitalization  weighted  index  of  all  US. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
MfNMM  companies.  Base  value  12/31/98  ■  100  Index  ratios  and  growth  rates  are  medians 
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The  U.S.  Economy 

ACTUAL 

^ZMQ  EST1MAIE_ 

1999 

Latest 

Mean 

4-wk  change 

Automobile  sales1  (mil) 

17.4 

18.0* 

apr 

16.7 

2.0% 

Capacity  utilization  (%) 

81.1 

82.1 

apr 

81.0 

0.2 

New  housing  starts2  (thou) 

1,667 

1,666* 

papr 

1,574 

1.5 

Retail  sales3  ($bil) 

2,246 

2,307* 

papr 

2,473 

0.0 

Trade  balance4  ($bil) 

-268 

-300* 

pmar 

-334 

1.5 

Unemployment  rate5  (%) 

4.1 

3.9 

apr 

4.0 

-1.2 

Gross  domestic  product  (%  chg) 

4.2 

5.46 

plQ 

4.4 

3.0 

Inflation 

2.7 

2.9* 

apr 

3.1 

5.2 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6 

3.0' 

apr 

2.8 

0.0 

Prices 

227.25 

223.35 

234.50 

1.8 

CRB-Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50 

274.10 

285.40 

-2.5 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60 

29.88 

24.80 

-2.2 

German  marks  per  dollar 

1.94 

2.18 

2.15 

10.3 

Yen  per  dollar 

102 

107 

112 

1.1 

Dollars  per  euro 

1.01 

0.90 

1.00 

-2.0 

Paul  Christopher,  economist  at  A.G. 
Edwards  &  Sons,  thinks  foreign  direct 
investment— in  U.S.  companies  and 
factories— is  helping  sustain  the  dollar's 
strength.  Such  investments  more  than 
doubled  between  1998  and  1999,  to  $I3C 
billion.  Christopher  predicts  some 
slowdown  in  foreign  investment  this  yeai 
but  says  the  dollar  could  remain  strong 
through  2001.  The  strong  dollar,  he  says, 
helps  the  Federal  Reserve  control 
inflation  by  keeping  import  prices  low. 

Closeup:  Net  Foreign  Direct  Investment  ($bil) 


Source:  International  Monetary 
Fund.  "International  Financial 
Statistics.'  May  2000. 


1996 


1997 


1998 


1999 


Forbes  Index:  Current:  322.7  2-wk  chg:  0.4% 


BRIDGE  CQMMODIT 

Y  SPOTLIG 

Futures 

Price 

3  -mo  chg 

July  Chi  wheat  (bushel) 

$2.76 

-4% 

July  copper  (lb) 

084 

-1 

July  cotton  (lb) 

0.61 

0 

July  crude  oil  (bbl) 

29.85 

15 

July  platinum  (troy  oz) 

52440 

6 

Futures  Index 

Value 

3  mo  chg 

CRB  Index 

223.35 

5% 

Precious  metals 

258.23 

-4 

Grains 

181.49 

5 

Industrials 

209.09 

2 

Livestock  &  meats 

251.33 

1 

JULY  COPPER  FUTURES 

Metals  could  cost  more  in  the  months 
ahead.  After  bottoming  out  in  mid-April  at 
75  cents  a  pound,  copper  prices  are  rising. 


Source  Bridge  Commodity 
Research  Bureau. 
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Mar 


Apr 


May 
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See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 
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mutual  fumd  SPECIAL  F 

ocus 

The  broadly  based  European  mutual  funds  listed  below  have  not  been 
volatility  in  stock  markets  worldwide,  but  the  group  has  an  average  annua 
total  return  of  21%,  versus  13%  for  Morgan  Stanley's  Europe  index. 

TOTAL  RETURN7 

immune  to  tl 
ized  three-ye 

Assets  ($mil) 

Fund 

3  years8            1  year          3  months 

AIM  Euroland  Growth-A 

18.5%             41.9%            -12.5% 

$476 

Chase  Vista  European-A 

22.5               30.7              -11.4 

79 

Invesco  European 

25.2               46.7              -14.6 

991 

Franklin  Mutual  European-A 

22.6               42.9                -0.8 

221 

Pioneer  Europe-A 

17.1                22.1              -12.6 

351 

Scudder  Greater  Europe  Growth 

23.6               27.1              -13.0 

1,561 

Through  May  18.  Annualized.  Sources  Fori 

>es.  Upper  Inc..  Morningstar. 

NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


June  is  usually  a  hot  month  for  new  issues  (the  five-year  average  for  the  month  is  5! 
offerings).  But  Renaissance  Capital  reports  that  only  34  IPOs  are  in  the  pipeline  for 
this  June,  because  underwriters  are  waiting  out  a  volatile  market. 

ESTIMATED  OFFERING 


Company/business 


CrossWorlds  Software/e-business  software 


Exult/human  resources  software 


Intuitive  Surgical/robotic  surgery  systems 


Sierra  Well  Service/oilfield  services 


Synchronicity  B2B  supply  chain  software 


UbiquiTel  Spnnt  PCS  services  in  Midwest 


Share  price ($)  Shares(mil)    Size(Smil) 


$14-16 


4.0 


$60 


13-15 


9.0 


126 


11-13 


8.0 


96 


NA 


NA 


NA 


9-11 


3.5 


35 


12-14 


14.5 


189 


Sales  ($mi 


$19 


16 


10 


53 


NA:  Not  available  Source.  Renaissance  Capital/www  ipohome.com. 

•12  months  p:  preliminary,  r:  revised.  'Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  To 
single  &  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  &  services,  seasons 
idjusted.  'Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


MQNEY&  INVESTING 


The  Contrarij 


iceman 


Shredded  Consensus 


WHY  DO  INVESTORS  PAY  78  TIMES  TRAILING 
earnings  for  Dell  Computer?  Meanwhile 
Bank  One  trades  at  1 1  and  Fannie  Mae  at 
13.  Simple  enough,  analysts  will  tell  you. 
Fannie  Mae  and  Bank  One  will  have  only 
iddling  double-digit  earnings  gains  in  the  years  ahead, 
lile  Dell  will  have  enormous  ones — enough  to  justify  the 
j  differences. 

It  all  makes  sense,  if  you  have  faith  that  the  analysts  can 
edict  future  earnings.  I  lack 
it  faith.  What's  lost  is  a  care- 
ly  thought  out  link  between 
company's  fundamentals 
d  its  price. 

To  see  how  accurate  ana- 
ts  are,  I  did  a  study  of  each 
larter  between  1973  and 
98,  comparing  108,000  con- 
isus  earnings  forecasts  (for 
:hanging  list  of  1,200  com- 
nies)  to  actual  earnings.  The  forecasts  were  the  ones  pub- 
lied  immediately  before  release  of  actual  results.  The  re- 
irch  was  done  with  Michael  Berry  and  Nelson  Woodard, 
en  at  James  Madison  University,  and  published  in  the 
ay/June  1995  issue  of  the  Financial  Analysts  Journal,  and 
er  updated  by  Eric  Lufkin  of  the  Dreman  Foundation. 

Over  that  25-year  period  the  analysts  missed  by  an  as- 
anding  42%  on  average.  Usually  they  erred  on  the  high 
le  (see  my  Nov.  29,  1999  column). 

People  who  rely  on  these  estimates  periodically  get  clob- 
red.  Even  slight  errors  can  result  in  instant  stock-price 
peouts.  It  doesn't  help  much  that  corporate  managers 
metimes  try  to  mitigate  the  suddenness  of  the  price  de- 
ne by  hinting  at. trouble  on  the  horizon.  When  they  suc- 
;d  at  this  exercise,  they  merely  spread  the  damage  out  over 
ew  weeks.  When  they  fail,  Wall  Street  sees  the  handwriting 

the  wall  and  kills  the  stock  as  soon  as  the  hints  get  out. 

Parametric  Technology  plummeted  62%  after  analysts 
t  word  on  Mar.  31  that  the  consensus  estimate  was  nine 
nnies  per  share  too  high.  Novell  dropped  48%  after  a  sim- 
r  miss  on  May  2. 

Dell,  a  bigger  fish,  has  disappointed  for  two  recent  quar- 
s  in  a  row,  yet  the  analysts  keep  buying  the  company  line, 
st  Oct.  18  it  preannounced  that  the  October  quarter's 
isensus  (20  cents)  was  2  cents  too  optimistic.  The  stock 
ooned  7%  on  the  news.  And  on  Jan.  26  Dell  said  its 
irth-quarter  forecast  was  even  more  inaccurate — 21 
its,  versus  an  actual  15  cents.  Once  again  the  stock  fell  7%. 


Dell's  earnings 
demonstrate  just 

how  wrong  the 

analysts  can  be  as 

forecasters. 


In  March,  however,  a  slew  of  analysts  upgraded  their  buy 
recommendations  for  Dell.  PaineWebber  and  Bear  Stearns 
moved  from  "attractive"  to  "strong  buy,"  for  instance.  Then 
on  May  1 1  Dell  seemed  to  vindicate  them  by  beating  the  16- 
cent  first-quarter  estimate  by  3  cents,  before  nonoperating 
gains  of  2  cents.  Overlooked  is  the  fact  that  the  analysts  were 
wrong  again. 

Well,  you  may  say,  at  least  the  analysts  are  right  about  the 
broader  picture:  Dell  is  on  the  move  and  a  great  stock  for  the 

future.  I  doubt  that.  To  see 
why,  measure  Sun  Microsys- 
tems against  Dell. 

While  both  are  considered 
blue-chip  tech  stocks,  here  the 
comparison  ends.  Dell  is  pri- 
marily a  box  manufacturer 
with  a  growth  rate  that  will 
decline  as  the  personal  com- 
puter industry  decelerates. 
Dell  recently  told  FORBES  it 
would  like  to  be  the  leader  in  the  exploding  market  for  large 
servers.  Good  luck.  That's  an  area  Sun  dominates,  and  likely 
will  continue  to  dominate. 

Tech  dominance  demands  investing  heavily  in  research 
and  development.  Sun  spent  an  average  10%  of  revenues  on 
R&D  over  the  past  three  years.  Dell's  R&D  budget  is  a  slim 
1.5%  of  revenues.  (Both  are  before  purchased  R&D.)  Dell  is 
spending  much  more  buying  back  its  own  stock. 

Let's  go  to  another  benchmark  of  a  good  tech  stock: 
How  much  of  net  income  is  plowed  back  into  the  business, 
which  is  crucial  to  generating  future  earnings.  Sun  rein- 
vested 90%  of  income  over  the  past  three  years.  And  how 
much  did  slower-growing  Dell  spend  to  catch  up?  A  mere 
26%.  Dell's  remaining  74%  went  to  the  stock  buyback. 

The  hard  truth  is  Dell's  far  better  at  marketing  than  at 
tech  innovation.  Dell  prefers  gathering  the  faithful  to  quar- 
terly extravaganzas  and  major  outside  conferences,  regaling 
them  with  the  glories  of  the  company's  future.  That  so  many 
first-rate  analysts  buy  this  act  is  a  sign  of  the  times. 

If  you're  brave,  short  Dell  (46,  DELL),  which  is  what  I'm 
doing.  Balance  your  stock  market  exposure  by  going  long  on 
some  solid  insurance  carriers  that  are  trading  at  low  multi- 
ples: Ace  (27,  ACL)  P/E  13,  yield  1.6%;  Metlife  (18,  MET)  P/E 
16,  yield  1.2%;  and  Nationwide  Financial  Services  (27,  NFS) 
P/E  9,  yield  1.8%.  F 

David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City, 
N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next 
Generation. 
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Financial  Strategy  By  A.Gary  Shilling 

Ebb  Tide 


PROCTER  &  GAMBLE  HAS  A  DAUNTING  ARSENAL  OF 
brand  names.  Tide,  Pampers,  Ivory,  Crest  and  the 
others  have  been  so  solid  that  they  ensured  in- 
vestors an  ever-upward  march  of  earnings  per 
share.  This  long  and  happy  record  ended  in  March, 
though,  with  disappointing  news  for  the  company's  latest 
quarter.  The  stock  collapsed  30%  that  day.  It  has  regained  a 
little  ground  since  as  insiders  bought  shares,  figuring  the 
selloff  is  overdone.  Don't  join  them. 

P&G  blamed  tight  profit 
margins  brought  on  by  higher 
costs  for  raw  materials  like 
pulp  and  petroleum,  and  by 
tougher  competition  at  home 
and  in  Latin  America.  But  that 
wasn't  supposed  to  happen. 

P&G's  powerful  brands 
historically  commanded  such 
loyalty  that  consumers  bought 
them  without  checking  com- 
petitors' prices.  The  company  reveled  in  its  price  insensitiv- 
ity,  raising  prices  without  risk  of  market  share  losses.  That 
works  for  a  while.  Liquid  Tide  is  a  terrific  detergent.  But 
there  comes  a  point  at  which  even  loyal  consumers  look  at 
prices.  Wisk  gets  out  stubborn  stains,  too. 

The  ebbing  of  brand  power  is  widespread.  Coca-Cola  and 
Pepsi  fought  a  recent  price  war  that  resulted  in  neither  side's 
selling  more  soda.  Why  should  Coke — the  world's  best- 
known  brand,  recognized  in  even  the  most  remote  corners  of 
Africa — have  to  stoop  to  such  a  maneuver?  It's  as  if  con- 
sumers woke  up  and  saw  that,  beyond  the  well-known  logo,  a 
can  of  Coke  is  just  water,  sugar,  carbon  dioxide  and  flavoring. 

H.J.  Heinz  is  in  the  same  pickle.  Ditto  for  Campbell 
Soup,  Clorox,  Gillette,  Kellogg,  Hershey  Foods,  Unilever  and 
Dial.  All  their  stocks  did  well  until  two  years  ago,  when  they 
reached  the  limits  of  price  insensitivity. 

This  development  is  a  big  blow  to  the  Warren  Buffett 
school  oi  investing.  He  likes  companies  with  rock-solid 
value  that  also  have,  as  he  recently  said,  "wide,  sustainable 
moats  around  them."  But  the  ebb  tide  has  drained  the 
moats,  and  the  attackers  are  surging  over  the  casde  walls. 

What  weakened  the  big  brands'  pricing  power?  One  cul- 
prit is  the  rise  of  mass  merchandisers  like  Wal-Mart  and 

tCO.  1  hese  mighty  retailers  have  clout  to  match  P&G's.  If 
Wal-Mart  wants  to  devote  more  shelf  space  to  its  own  house 
brands,  P&G  can  only  watch  numbly  from  the  sidelines. 

It  ma)  he  that  brand  power  was  largely  the  product  of 
previous  postwar  inflationary  era,  when  consumers  ex- 
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pected  constant  price  hikes  and  figured  they  might  as  we 
get  the  best  brand.  No  longer,  especially  on  staples  that  the 
purchase  often  enough  to  remember  what  they  paid  the  la; 
time,  and  don't  expect  to  pay  more. 

Brand  power  will  sag  further  when  the  Federal  Reserv 
succeeds  in  killing  stocks  and  the  wealth  effect,  initiatin 
consumer  retrenchment  and  the  mild  deflation  I've  bee 
forecasting.  Then  wages  will  rise  little,  if  at  all.  And  there  wi 
be  an  even  stronger  consumer  motivation  to  pursue  privat 

labels  and  generic  products 

Another  weakness 
brands  is  that  their  produ 
lines  show  little  growth,  pa 
ticularly  in  developed  cour 
tries  where  sales  gains  on 
track  population  increase 
Product  differences  hs\ 
faded.  Do  you  know  the  di 
ference  between  Clorox  bleac 
and  any  other  kind?  Do  yo 
care  as  long  as  it  works? 

Brands  used  to  be  able  to  tout  quality  improvement 
After  World  War  II,  when  laundry  detergent  came  on  tr 
market,  the  term  "washday  miracles"  connoted  a  substanti 
technological  advance  over  plain  soap.  Today  brand  purve 
ors'  attempts  to  push  innovation  border  on  the  absurd.  Ho 
many  blades  do  you  need  on  a  Gillette  disposable  razor  I 
really  get  a  decent  shave? 

Big  brand  outfits  look  for  their  salvation  from  sales  e: 
plosions  in  developing  countries.  Turns  out  these  natioi 
aren't  exactly  virgin  territory.  The  companies  are  killing  eac 
other  with  competition.  P&G  ran  into  well-entrencht 
Unilever  in  Latin  America  and  is  wheezing  in  pain. 

The  expansion  of  information  via  the  Internet  and  tl 
media  also  diminishes  brand  strength.  Comparison  sho] 
ping  is  pure  poison  for  brand  power.  Gone  are  the  da 
when  rural  consumers  had  little  more  than  a  Sears  catalo 
Sears  sold  them  everything  from  washing  machines  to  be 
hives  and  cars.  The  last  Sears  catalogs  are  gracing  the  bo 
torn  of  a  landfill  while  people  click  on  to  Priceline.com 

So  don't  believe  brand-name  companies'  promises  th 
their  stocks  are  long-term  winners,  or  even  bear  market  sa 
havens,  because  their  products  retain  a  special  aura.  The 
the  only  brand  you'll  deserve  is  the  one  sizzled  into  yoi 
hide  saying:  "loser." 


A.  Gary  Shilling  (shU@ix.netcom.com)  ts  president  of A.  Gary  Shilling  c 
i  momic  consultants,  investment  advisers  ami  publishers  of  Insight 
Web  stfie  www.agaryshiBing.com. 
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HAS  ARRIVED  AND  OFFERS: 


■  ■-On  12  million  U.S.  and  Canadian  Businesses 
Why  pay  exorbitant  prices  to  bandits  when  you  can  have  it  for  FREE?  Our  credit 
reports  contain  detailed  information  on  just  about  every  business.  Valuable  information 
such  as:  Company  Name,  Address,  Phone,  Fax,  Contact  Name/Title/Gender, Employee 
Size,  Estimated  Sales  Volume,  SIC  Code,  Number  of  Years  in  Business,  Web  Site  & 
E-Mail  Address,  Public  Filings,  (Liens,  Judgements,  Bankruptcies),  and  even  News 
Headlines.  Plus,  coming  soon-we  will  have  an  actual  picture  of  the  business  right  on 
your  credit  report! 

FREE  CREDIT  APPLICATIONS— Are  you  tired  of  filling  out  hundreds 

of  credit  applications?  Now  fill  out  your  credit  applications  FREE  on  the  Internet  and 
ask  your  vendors  to  download  it!  You  can  change  your  credit  application  whenever 
necessary  at  no  charge! 


•  LOW  COST  "WATCHDOG™  SERVICE"... You  can  get  updates  on 
any  business  such  as  new  address,  phone  number.ownership  change,  management 
change,  employee  size  change,  credit  rating,  and  even  public  filings  such  as  lawsuits, 
liens  and  judgements  for  only  $6  per  year  per  business. 


•  LOW  COST  BUSINESS  CREDIT  DIRECTORY.. .For  any 

state  or  even  the  entire  U.S.  They  all  include  CD-ROM/DVD  at  no  extra  charge! 

•  LOW  COST  SALES  LEADS  &  MAILING  LISTS... Increase 

your  sales  with  laser  sharp  pinpoint  accuracy!  Don't  work  hard... work  smart  and  get 
rich!  We  have  over  3  million  customers  who  buy  their  sales  leads  from  us. 

bltsinessCreditUSA.com  is  revolutionizing  the  information  industry.  The  days  of 

exorbitant  fees  charged  by  business  credit  report  providers  are  over.  We  are  rewriting 
the  rule  book  on  business  credit  reports.  Visit  today  and  join  the  revolution. 

Call  Arvlnd  Jain  at:  (888)  274-5325  or 
E-mail:  arvind.jain@businesscreditUSA.com 


businessCreditlJSK.com 


an  infoUSA  Company 


NASDAQ  Symbol:  IUSA 


378  Vintage  Park  Drive  •  Foster  City,  CA  94401 
Phone:  (650)  389-0700  •  Fax:  (650)  389-0707 


17-FBS 


/  f 


* 


Incroducing  Awards.com  -  the  fastest,  easiest,  most  inspiring  way  to  put  the  tools  of  leader- 
ship in  your  hands.  Online  and  off,  Awards.com  has  the  largest  selection  of  trophies,  plaques 
and  awards,  plus  a  unique  TrophyBuilder  that  lets  you  create  and  personalize  the  perfect 
iwafc  while  you  watch.  Awards.com  also  features  a  full-range  of  promotional  products,  as 
ifg\\  a?kptivational  fools  and  advice.  And  most  orders  are  shipped  in  3  days  or  less.  Log  on 
om,  or  call  1-800-5-AWARDS.  Go  ahead,  release  your  inner  leader. 


awards.com 
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Small  Stocks  By  Marc  Robins 

La  Vida  Loca 


■'OU  DON'T  NEED  TO  KNOW"  THE  LYRICS  TO 
VM  Rick>-  Martin's  1999  hit  "Livin  La  Vida  Loca"  to 
^m     understand  he  embodies  important  demographic 
I       shifts.  .And  it  would  be  crazy  indeed  to  ignore  the 
■       moneymaking  opportunities  in  the  two  fast- 
wing  demographic  groups  Martin  attracts:  Hispanics 
i  teens. 

There  are  an  estimated  31  million  Hispanics  in  the  U.S., 
lghly  the  population  of  Canada,  or  nearly  12%  of  the  U.S. 
d  there  are  an  equal  num- 
r  of  teens,  a  disproportion- 
share  of  them  Hispanics. 
e  two  demographic  phe- 
mena  are  intertwined. 
The  Latino  boom  is  just 
tinning.  This  decade  the 
spanic  population  in  the 
\  is  expected  to  grow  at  five 
les  the  rate  of  the  overall 
pulation.  By  2010  it  will 
al  42  million,  according  to  current  projections.  And  the 
3l  of  teenagers  is  growing  twice  as  fast  as  the  rest  of  the 
intry.  Each  group  cuts  a  different  profile,  has  different 
ids  and  exhibits  different  tastes  from  everyone  else. 
Consumer  spending  by  Hispanics,  S458  billion  last  year, 
Drojected  to  double  this  decade.  Yet  only  1%  of  the  SI 89 
liion  spent  on  advertising  in  the  U.S.  is  geared  toward 
KB.  Advertisers  are  much  more  aware  of  Generation  Y, 
ice  they  want  to  stamp  brand  awareness  on  impression- 
e  minds.  The  youngsters  last  year  unloaded  SI 53  billion, 
$91  a  week  each. 

1  Several  small  companies  are  well  suited  to  grow  with 
i  se  sometimes  intersecting  groups.  Here  are  four  that  offer 
aht  long-term  prospects  to  investors.  The  emphasis  is  on 
%  term.  The  small-cap  sector  requires  an  iron  constitution 
"ide  out  its  typical  price  gyrations. 
1  Radio  Unica  Communications  (9,  UNCA)  is  the  U.S.'  only 
hour  Spanish-language  news/talk  radio  network.  It  owns 
1  operates  15  stations,  with  one  in  each  of  the  top  ten 
rkets,  and  has  another  33  affiliates.  Launched  two  years 
■,  its  AM  broadcasts  already  reach  80%  of  the  country's 
;panic  population.  Its  World  Cup  soccer  broadcasts 
oed  put  it  on  the  map. 

The  news/talk  format,  a  big  hit  south  of  the  border,  ac- 
nmodates  twice  as  many  commercials  per  hour  as  the 
sic  format.  Big- name  advertisers — such  as  Sears,  Wal- 
rt  and  American  Airlines — are  signing  up. 
Unica's  revenues  doubled  last  year  and  are  on  target  to 
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scrambling. 


double  again  this  year,  to  S3 7  million.  The  firm's  enterprise 
value  (market  cap  plus  debt,  minus  cash)  is  8.1  times  the 
current-year  revenue  figure.  Unica  is  losing  money  now  but 
should  break  into  the  black  next  year,  earning  22  cents  per 
share  in  the  second  half. 

Acme  Communications  (23,  ACME)  is  the  second-fastest- 
growing  TV-station  group  because  it  is  tightly  hitched  to 
Time  Warner's  W'B  network,  which  ranks  number  one 
among  teens.  Strengthening  the  WB-Acme  link  Jamie  C. 

Kellner,  who  guided  Fox 
Broadcasting  through  its  ges- 
tation, is  now  chief  executive 
of  both  Acme  and  \\~B. 

Acme,  which  went  public 
last  fall  at  $23,  operates  a 
string  of  ten  stations  in 
medium-size  markets,  nine  of 
them  WB  affiliates.  It's  the 
third-biggest  group  in  the  W"B 
firmament,  after  publicly 
traded  giant  Tribune  Co.  and  the  smaller  Sinclair  Group, 
which  is  not  a  pure  play  on  the  W'B,  since  it  also  owns  a  score 
of  Fox  affiliates.  Losses  (exaggerated  by  goodwill  writeoffs ) 
should  taper  off,  from  $4.31  per  share  in  1999  to  a  projected 
SI. 24  in  2000.  Enterprise  value  for  this  broadcaster  is  S410 
million,  or  5.5  times  hoped-for  2000  revenues.  The  biggest 
plus  for  investors:  Acme  is  an  attractive  takeover  target. 

Texas  Regional  Bancshares  (26,  TRBS)  is  a  steady-Eddie 
play  on  the  border-straddling,  Nafta-inspired  economic 
boom  in  the  Rio  Grande  Valley,  where  Hispanics  have  long 
been  dominant.  The  bank  has  prospered  as  200  multina- 
tional companies  have  set  up  shop  in  the  region. 

Texas  Regional,  which  has  S2.1  billion  in  assets,  should 
post  earnings  of  S2.37  this  year,  versus  last  year's  S2.14,  and 
pay  a  56-cent  dividend  Its  affordable  P/E  of  13  is  in  line  with 
that  of  the  beaten-down  bank  sector. 

Hot  Topic  (30,  HOTT)  is  a  mall-based  retailer  with  224 
stores  nationwide  that  tap  into  the  fast-changing,  music-ori- 
ented tastes  of  teens  and  young  adults.  The  chain  specializes 
in  T  shirts,  caps,  posters,  stickers  and  compact  discs.  The 
company  divines  what  its  fickle  customers  want  bv  staying 
closely  attuned  to  MTV,  movies  and  other  media  influences. 
Sales  per  square  foot  averaged  S623  last  year,  the  highest 
among  all  teen-oriented  retailers  and  double  the  average  at 
malls  where  its  outlets  are  located.  Look  for  SI. 7 3  in  earn- 
ings this  year  and  S2.07  next  F 

Marc  Robins  (mrobins@redchip.com)  is  editor-in-chief  of  RedChip.com, 
an  investment  advisory  service  on  small-  and  micro-cap  stocks. 
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travel    The  Cathars  were  a  medieval  religious  sect  that  holed  up  in  magnificent  fortresses 
You  can  read  their  page-turning  story  in  two  new  books.  Then  do  yourself  a  big  favor.  Go  there. 


Till  THOUGHT  STRIKES  YOU  EACH  TIME  YOU 
happen  upon  another  of  the  ruined  Cathar  re- 
doubts perched  atop  the  sheer  rocks  of  Langue- 
doc:  How  on  earth  did  a  besieging  medieval 
army  ever  manage  to  get  in  there?  Montsegur, 
Roquefixade,  Queribus — each  one  seems  to  be  built  from  the 
template  of  a  10-ycar-old's  imagination:  Mount  their  battle- 
ments and  you  can  scan  die  lunar  foothills  of  the  Pyrenees  for 
hundreds  of  miles  all  around,  imagining  the  pennants  of  the 
advancing  French  host  whipped  by  the  constant  wind  as  they 
fluttered  through  the  passes. 

Citadelles  tic  vertige,  the  French  call  them:  vertiginous 
fortresses.  Peer  down  from  the  tower  o(  Peyrepertuse  on  a 
fair  day  and  you  will  see  a  flock  of  daredevil  hang  gliders 


riding  the  thermal  air  currents — below  you. 

The  answers  to  how  these  airy  fortresses  fell  can  be  foun 
in  two  new  books — one  due  out  soon,  the  other  a  welcom 
reissue — on  the  grisly  crusade  in  the  1 3th  century  against  th 
Cathars,  a  peaceable  but  heretical  sect  scattered  in  varioi 
towns  throughout  the  tolerant  region  of  Languedoc.  After  2 
years  of  savage  attacks,  the  Cathars  were  exterminated  and  a 
autonomous  region  was  brought  under  the  boot  of  France 

It's  all  laid  out  in  lurid  and  fascinating  detail  in  Stephe 
O'Shea's  The  Perfect  Heresy  (Walker  &  Co.)  and  in  Jonatha 
Sumption's  The  Albigensian  Crusade  (Faber  &  Faber).  Rea 
the  story — and  then  examine  its  majestic  legacy  in  this  lesse 
known  corner  of  southwestern  France. 

The  region  abounds  with  reminders  of  the  crusade's  mor 


osity.  From  the  town  of  Beziers,  near  Carcassonne,  comes 
gruesome  defining  moment.  Beziers  was  the  first  town  in 
e  crusade  to  fall — in  A.D.  1209 — and  as  the  crusaders 
ept  through  the  streets,  the  question  of  how  to  distinguish 
retic  from  true  believer  naturally  arose.  "Kill  them  all,"  the 
itholic  legate  Arnold  Amaury  is  said  to  have  decreed. 
!od  will  recognize  his  own." 

It  is  recorded  that  as  many  as  20,000  perished  by  the 
ord  that  day.  "Everyone  in  the  town,  from  graybeard 
ithar  Perfect  [a  member  of  the  sect's  priestly  caste]  to 
wborn  Catholic  baby,  was  put  to  death  in  the  space  of  a 
srning,"  writes  O'Shea.  "In  the  days  before  gunpowder,  to 
1  that  many  people  in  so  short  a  time  required  a  savage 
igle-mindedness  that  beggars  the  imagination....  The 
•Jc  of  Beziers  was  the  Guernica  of  the  Middle  Ages." 

Who  were  these  Cathars  who  inspired  such  fanatical 
lelty?  Not  much  of  a  menace  to  anyone,  really.  The  Cathar 


faith  stemmed  from  the  same  paradox  that  fuels  every  dualis- 
tic  gnostic  heresy,  to  wit:  If  God  is  so  good,  how  come  the 
world  is  so  crummy?  The  Cathars'  theological  solution  made 
the  body  and  all  the  material  world  the  Devil's  dominion, 
while  leaving  the  human  spirit  and  Heaven  in  God's  hands. 

Thus  the  Cathar  faithful  paid  little  attention  to  the  here- 
and-now — including,  importantly,  the  Church  hierarchy  and 
its  sacraments.  They  ate  no  animal  by-products,  abjured  sex 
and  piously  awaited  release  from  the  sinful  planet  they  had  the 
bad  luck  to  be  stuck  on. 

The  Church  first  tried  to  vanquish  Catharism  in  a  series  of 
marathon  debates,  to  no  avail.  Finally  an  exasperated  Pope  In- 
nocent III  called  King  Philip  Augustus  of  France  and  the  faith- 
ful to  arms.  The  result  was  some  20  years  of  slaughter  and  the 
ruination  of  a  region  that  had  been  an  oasis  of  civility  in  a  bar- 
barous age. 

To  see  the  bounteous  land  the  French  tried  to  crush  you 
could  hardly  do  better  than  to  base  yourself  behind  the  lov- 
ingly reconstructed  walls  of  medieval  Carcassonne.  Rising  va- 
porously  from  the  plain,  this  scene  evokes  a  Maxfield  Parrish 
mural.  O'Shea  puts  it  well:  "To  approach  Carcassonne  for  the 
first  time  is  to  dream  with  your  eyes  open."  Rent  a  car  and 
sally  forth  from  there.  Much  of  the  bitter  crusade  unfolded 
within  an  hour's  drive  in  any  direction,  although  the  land- 
scape shifts  so  drastically  you  might  think  you're  crossing  half 
of  Europe. 

Travel  20  minutes  northeast  of  Carcassonne  into  the  deep 
gullies  of  the  Montagne  Noire — the  Black  Mountain — -and 
you  suddenly  come  upon  the  fortified  town  of  Minerve,  built 
along  a  razorback  promontory  300  feet  high.  From  the  little 
cafe  wedged  into  a  rock  terrace  you  can  peer  across  the  Briant 
River,  flowing  around  the  town  on  three  sides,  where  the  frus- 


trated crusaders  pitched  camp.  Nah,  no  way,  you  say  to  your- 

eighbors 
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Peyrepertuse:  one  of  the  astonishing   citadclles  de  vertige." 

self  as  you  smear  another  slab  of  local  pate  on  a  baguette  and 
wash  it  down  with  a  mouthful  of  the  local  Minervois  wine. 

That's  exacdy  what  Simon  de  Montfort,  the  crusade's  im- 
placable generalissimo,  said  on  a  hot  day  in  early  June  1210. 
But  if  Minerve  couldn't  be  taken  by  storm,  it  nonetheless  had 
the  weakness  of  many  fortresses  built  on  solid  rock:  an  incon- 
venient water  supply.  A  covered  passage  protected  access  to  the 
town's  well  outside  the  walls,  but  here  technology  was  moving 
too  fast  for  the  doughty  Minervois. 

Siege  engineering — oddly  enough,  the  traditional 
province  of  priests — had  culminated  in  the  trebuchet,  a 
giant  sling  that  could  accurately  hurl  a  25-pound  ball  200 
yards.  De  Montfort's  big  gun  was  named  Malvoisine — "bad 
neighbor" — and  a  replica  of  it  stands  ominously  today  in 
the  same  place  as  the  original.  Its  water  supply  under  fire, 
Minerve  capitulated. 

To  the  consternation  of  the  crusaders,  the  Papal  legate 
Amaury  offered  to  spare  the  Cathar  Perfects  within — some 
140 — if  they  converted.  He  knew  they  wouldn't.  "Many  were 
seen  to  throw  themselves  joyfully  into  the  flames,"  writes 
(onathan  Sumption,  "embracing  martyrdom  and  the  end  of 
the  tyranny  of  the  flesh  with  the  same  enthusiasm  as  the  he- 
roes of  the  early  Christian  church." 

And  so  it  went,  back  and  forth  across  the  scrubby  waste- 
land to  the  north,  the  piney  banks  of  the  rushing  Aude  to  the 
south,  and  finallv  the  truly  otherworldly  landscape  of  the 
foothills,  where  France  cedes  its  geographic  and  cul- 
itiry  to  Catalonia.  TVs  enty  years  of  brutality  had  wit- 
le  triumph  of  De  Montfort,  followed  almost  immedi- 


ately by  his  death — fittingly  enough — when  he  was  hit  by 
stone  missile  fired  by  girls  defending  the  walls  of  Toulouse. 

When  Louis  VIII  took  over  the  crusade  in  1226,  it  h< 
evolved  into  a  war  of  cultural  subjugation.  By  the  end  of  tl 
crusade  there  were  hardly  any  Cathars  left,  and  its  real  purpo 
had  been  laid  bare.  The  Treaty  of  Meaux  in  1229  finish 
Languedoc  as  an  independent  entity.  Before  long  it  was  fold* 
into  Louis  IX's  France.  The  first  intra- European  crusade  w 
nothing  more  than  a  Paris-based  landgrab — a  conviction  th 
lives  on  in  a  separatist  graffito,  "Per  L'Occitan!"  scrawled 
giant  letters  on  a  granite  rock  at  the  base  of  Montsegur- 
Catharism's  Masada. 

From  there  you  start  the  taxing  climb  up  to  the  summ 
where,  in  1243,  the  agents  of  the  Inquisition  finally  cornen 
the  last  few  hundred  Cathars — yes,  the  Inquisition  was  cr 
ated  partly  to  root  out  this  pesky  heresy  after  the  crusa 
wound  down.  It  was  early  April  as  I  picked  my  way  1 ,000  k 
up  the  slippery  path  to  the  top,  smack  into  a  passing  ha 
storm.  This  is  where  500  shivering  souls  crammed  intc 
pinched  fortress  during  the  dreadful  winter  of  1243-4 
Nine  months  they  held  out.  Finally,  one  night  a  party  1 
Basques — seasoned  climbers  all — scaled  the  treachero 
eastern  face,  knifed  the  sentinels  and  gained  the  summ 
After  that,  it  was  all  over  but  the  burning. 


Be  There,  Do  That 


DO:  Orient  Express  recently  re- 
opened its  opulent  Hotel  de  la 
Cite  in  Carcassonne,  and  it's 
tough  to  imagine  a  swankier 
place  to  stay  in  the  region. 
Open  the  stained-glass  door  to 
your  bedroom  and  you  can 
peer  over  the  crenellations  on 
the  battlements.  For  informa- 
tion, call:  800-223-6800  or 
visit  www.hoteldelacite.com. 


Carcassonne's  Hotel  de  la  Cite 


DO:  Le  Tirou  looks  like  an  unprepossessing  little  joint  on  a  bi 
commercial  strip  outside  the  town  of  Castelnaudary,  but  Cast 
naudary  just  happens  to  be  ground  zero  for  cassoulet.  Le  Tir 
whips  up  a  killer  version  of  this  heart-stopping  mix  of  white  bea 
sausage  and  confit— all  abubble  in  goose  fat.  As  yummy  as  it  is  i 
healthful.  Tel.:  04-68-94-15-95. 

DONT:  Le  Lauragais  in  Revel  is  so  quirkily  cheesy  that  your  he 
goes  out  to  it  immediately,  but  this  cavernous  eatery  about  halfv 
between  Toulouse  and  Carcassonne  fails  to  live  up  to  its  eccen' 
promise.  The  food  was  indifferently  prepared  and  arrived  cc 
You'll  eat  better  elsewhere. 

DO:  Alet  les  Bains.  A  ruined  medieval  monastery  dominates  this 
spa  town  in  the  high  valley  of  the  Aude.  Spend  an  afternoon  in 
town's  thermal  springs,  or  hop  in  a  kayak  and  hit  the  incredi 
scenic  river.  Both  are  welcome  diversions  from  sightseeing. 

DON'T:  The  Chateau  de  Foix  rightly  conveys  the  power  that  its  lo 
wielded  during  the  crusade,  but  the  town  in  which  it  is  situated 
the  Pyrenees  foothills,  is  kind  of  a  dump.  Keep  on  driving.      — .. 


There  are  6  teachers  in  a  science  department. 
If  2  teach  chemistry,  3  teach  biology  and  one 
teaches  physics,  how  many  teach  assertiveness? 


*= 


OVERCOMING 


OBSTACLES 


-coming  Obstacles  helps  teachers  find  solutions.  By  integrating  relevant  skills  such  as  communication,  decision  making  and 
setting  in  the  classroom,  students  will  be  more  motivated  to  dream  and  achieve.  Teachers,  school  administrators  and  parent 
iteers  are  urged  to  attend  our  next  seminar.  For  dates  and  locations,  call  1-888-840-9606  or  visit  www.overcomingobstacles.org. 

©  2000  Community  for  Education  Foundation 
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"We're  Eatin'  Real  Good" 


FOOD   &   D  R  I  N  K  |  You  mean  you  don't  have  your  own  personal 
yet?  What's  keeping  you?  There's  life  after  takeout. 


chef 


BY  ANN  MARSH 

TWO  YEARS  AGO  ED  STIEFEL  AND 
Jennifer  Struck  of  Allendale,  N.J. 
hired  Patricia  Havelka  to  come 
cook  for  them.  Twice  a  month  Havelka 
stops  by  and  whips  up  things  like  bain 
lamb  chops  with  fiddlehead  ferns  and 
pattypan  squash,  which  she  leaves  in  the 
fiidge  for  the  couple  to  eat  over  the  fol- 
lowing two  weeks. 

The  couple  are  no  dot-com  swells 
bored  after  buying  a  sailboat  and  a 
Montana  ranch.  Ed  is  a  self-confessed 
"steak-and -potatoes"  guy  who  sells 
speedboats.  Jennifer  owns  a  nearby 
dressing  salon. 
lore  the  baby  arrived  a  ycar-and- 
a-half  ago  the  pair,  both  in  their  30s,  went 


out  to  eat  four  nights  a  week.  All  of  a  sud- 
den they  were  staring  at  a  few  years  of 
nonstop  takeout  Chinese,  salad-bar  pasta 
and  burritos.  Blecchhh! 

Havelka  offered  an  escape.  For  $240 
for  two  weeks — less  than  their  weekly 
restaurant  tali — Ed  and  Jennifer  get  a  va- 
riety of  carefully  prepared  foods,  and,  just 
as  important — extra  time.  Ed  Stiefel's 
blunt  verdict:  "We're  not  making  $1  mil- 
lion a  year,  but  we're  eatin'  real  good." 

Let's  face  it,  a  personal  chef  is  still  a 
luxury  best  enjoyed  by  the  pretty  well- 
heeled.  But  remember  when  the  only 
people  you  knew  who  had  personal 
trainers  were  movie  stars?  Not  that  long 
ago.  You  may  not  know  it  yet,  but  the  day 
i  you're  standing  around  the  water 


cooler  bragging  about  you 
chefs  osso  buco  may  not  lie  al 
that  far  off. 

Back  in  the  1940s  and  '50 
it  wasn't  all  that  unusual  fo 
upper-middle-class  families  b 
have  a  cook.  But  times  change 
Ten  years  ago  there  were  onl 
1,000  families  in  the  countrj 
who  used  a  personal  chef,  ac 
cording  to  the  U.S.  Persona 
Chef  Association  of  Poo  Ran 
cho,  N.M.  Today  that  numbe 
has  jumped  to  100,000,  say 
the  USPCA.  And  it's  growin 
fast.  Peter  Kump's  New  Yor 
Cooking  School  is  adding 
referral  service  to  handle  ai 
increasing  stream  of  request 
for  personal  chefs  from  peo 
pie  up  and  down  the  incom 
scale.  "We  have  to.  There's  s 
much  demand,"  says  Stephe 
Kelley,  the  school's  director  c 
career  services.  "They're  sic 
of  takeout." 

The  reason  has  as  much  t 
do  with  supply  as  demanc 
Cooking  has  turned  into  on 
of  America's  glamour  profea 
sions,  but  working  as  a  restad 
rant  chef  isn't  much  fun,  anl 
it  sure  won't  make  anyonj 
rich,  beyond  a  handful  of  su 
perstar  hash-slingers.  It's  a  III 
hour-a-day  grind  in  a  h( 
kitchen  with  a  salary  that  often  strains  t 
top  $30,000  a  year.  Trish  Havelka  used  t 
work  for  a  catering  company,  earninj 
$18,000.  Now  she  cooks  for  14  othel 
clients  besides  the  Stiefels  and  figure 
she'll  be  making  $40,000  before  too  Ion; 
Each  month  100  new  chefs  join  thj 
ranks  of  the  USPCA,  says  National  Dire<  | 
tor  John  Moore.  The  association  cuil 
rentJy  boasts  3,200  members,  but  Mooi  J 
says  he  expects  that  number  to  hit  5,00l 
within  two  years. 

Easy  to  see  how.  The  USPCA's  men  I 
bers'  client  database  includes  househok  j 
with  incomes  as  low  as  $60,000.  It  hard  j 
comes  as  news  that  no  one  has  the  tin 
or  desire  to  cook  anymore,  but  at  thj 
same  time  we're  also  pickier  about  wh 
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Haute  meal:  Jewels  Elmore  Noyes  cooks,  kibitzes  and  caters  to  the  Lee  Perlman  clan  full  time 


we  put  in  our  mouths. 
And  anyone  who  has 
overheard  someone  infu-  I 
riate  a  waiter  with  a  laundry  list  of  alter- 
ations to  a  standard  menu  item  knows 
just  how  persnickety  some  people  get. 
Accommodating  the  most  bizarre  re- 
quirements is  all  in  a  day's  work  for  the 
personal  chef. 

Darra  Rochelle  gets  some  pretty 
weird  ones.  She's  had  a  client  who  in- 
sisted on  a  menu  with  no  orange-colored 
food  in  it.  Another  client  nixed  all  white- 
colored  food.  Still  another  ordered  the 
truly  disgusting-sounding  sugar-free  Jell- 
O  birthday  cake.  Rochelle  aims  to 
please — when  humanly  possible.  The 
client  who  ordered  the  vegan  clambake 
didn't  get  it;  there  is  simply  no  such  thing. 

Rochelle  is  one  of  the  new  breed  of 
personal  chefs  1  ho  make  it  possible  for 
customers  on  less  than  a  Bill  Gates-size 
budget  to  join  the  c  >oked-for  class.  She 
and  a  partner  used  to  \\ork  as  private 
chefs  for  the  Hollywood  A-list.  But  the 
problem  with  worldnj  for  stars  is  they 
behave  like  stars.  There  no  polity  way 
to  say  this,  but  there  was  the  time  a  client 
demanded  she  prepare  a  garlic  enema, 
iust  about  did  it.  Says  Ro  helle,  "At 


least  I  didn't  have  to  ad- 
minister it." 

Rochelle  now  runs 
Reel  Food  Productions, 
cooking  for  private  clients 
in  a  rented  commercial 
kitchen  near  Los  Angeles 
and  delivering  the  food  to 
customers.  "It's  almost 
like  a  private  chef,  but  you 
don't  have  to  spend 
$1,000  to  $1,500  a 
month,"  says  Rochelle. 

Of  course,  if  you  want  to  get  consid- 
erably fancier,  no  one's  stopping  you.  At- 
lanta  native  Kristiaan  Kosloff  cooks  for 
clients  like  playwright  Richard  Nash  on 
Manhattan's  Upper  West  Side  (guests  at 
a  recent  dinner  party  savored  Kosloff  s 
chilled  corn  soup,  smoked  salmon  with 
Se\  ruga  caviar  and  a  rosemary-crusted 
baby  lamb  chop  on  corn  cake  with  a  cas- 
soulet  of  vegetables).  Kosloff  charges  $30 
an  hour,  not  including  food  costs,  but  he 
can  spend  an  awful  lot  of  time  in  the 
kitchen.  A  recent  job  preparing  food  for 
a  client's  day-long  party  in  the  country 
took  him  18  hours — a  $540  labor  bill, 
not  including  $300  to  $400  ingredient 
costs  for  food. 

You  want  the  top-shelf  option?  Com- 
puter entrepreneur  Lee  Perlman  and  his 
wife  are  rich  enough  and  lucky  enough 
to  enjoy  the  cooking  of  Jewels  Elmore 
Noyes  five  days  a  week  at  their  home  in 
Rancho  Palos  Verdes,  Calif.  (On  week- 
ends Noyes  cooks  for  longtime  clients 
Arnold  Schwarzenegger  and  Maria 
hriver.)  Perlman  figures  he  spends 


$150,000  a  year  on  Noye 
salary,  plus  food  costs.  Fc 
that  he  might  arrive  home 
a  dinner  of  asparagus  sou 
with  goat  cheese  crouton 
salmon  with  "forbidde 
rice" — a  Bangladeshi  de 
cacy — and  passion-fru 
creme  brulee.  Not  to  mer 
tion  "face  time  with  th 
kids,"  says  Perlman. 

At  a  recent  dinner  pa 
not  one  but  two  gues 
started  a  serious  bidding  wi 
to  lure  Noyes  away,  bi 
Noyes  says  she's  grown  da 
to  the  family  and  wouldn't  budge.  Per 
man  has  no  regrets.  "You  know,  years  aj 
I  thought  having  a  personal  chef  was ; 
unnecessary  extravagance."  Funny  ho 
these  things  become  necessities. 


Hold  the  Mayo 

Placement  services  for  private  chef: 

The  Alfus  Group  /  Philip  Alfus,  owner 

New  York,  N.Y. 

212-599-1000 

The  Chefs'  Professional  Agency  / 
Jo  Lynne  Lockley,  owner 
San  Francisco,  Calif. 
415-392-1563 

Epicurean  Connection  /  Shelley  Janson, 
director  of  placement 
West  Hollywood,  Calif. 
310-659-5990 

International  Services  Agency  /  Dora  Rei 

owner 

Beverly  Hills,  Calif. 

310-278-4470 

Kitchen  Maestro  /  Alfred  Ehrlich,  owner 

Forest  Hills,  N.Y. 

718-896-1926 

Peter  Kump's  New  York  Cooking  School 
Stephen  Kelley,  director  of  career  servic 
New  York,  N.Y. 
212-847-0718 

Private  Chefs,  Inc.  /  Christian  Paier,  own 

Beverly  Hills,  Calif. 

310-278-4707 

Online  posting  from  personal  chefs 

www.personalchef.com 

American  Personal  Chef  Association 

San  Diego,  Calif. 

www.uspca.com  /  www.hireachef.com 
United  States  Personal  Chef  Associatioij 
Rio  Rancho,  N.M. 
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NEXT  MEETING 


hi  I  ^  1  vr_n_  _L  ^ 
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ou  get  a  different  perspective  from  up  here, 
high   in   the   Southern    Rockies   of  Colorado. 
You're  in  the  midst  of  250  magnificent 
miles  known  as  Forbes  Trinchera  -  the  perfect 
ly  from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
sional  staff  of  fifty,  fit  perfectly  into  the  natural  set- 
this  property.  J 

Here,  you're  surrounded  by  majestic  beauty. 
leaks  scrape  the  blue  Colorado  sky  -  the  highest 
g  14,345  feet-  the  air  is  so  clear,  fresh  and  clean  that  you 


feel  invigorated,  revitalized  and  re-generated.  You  will  accom- 


plish much  more  at  your  meetings. 


And  after  work,  there's  play.   More  than  forty 


miles  of  trout  filled  streams.    Miles  of  trails  to  hike 


on  and  discover.  Skeet  shooting.  Horseback  riding.  And 


you're  not  that  far  from  a  challenging  golf  course.  Let  our  alti- 


tude give  your  next  meeting  a  fresher  attitude.  If  you'd 


like  a  closer  look,  call  01-719-379-3263,  or  email  us 


at  tryland@forbes.com 


FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retreat 
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My  Brother-in-Law, 
the  Designer 

c  a  r  s  l  The  story  of  how  the  new  Jaguar  sports  car  got 
its  spots  starts  with  a  self-confessed  lunatic  named 
Edsel— who  happens  to  be  a  close  relative. 

BY  SUSAN  ADAMS 

RIGHT  NOW,  I  AM  HAVING  AN 
intense  vibration  of  cool-by-as- 
sociation. That's  because  it  just 
so  happens  that  the  guy  who  designed 
the  Jaguar  F-Type  concept  car  ("Gor- 


Type  is  one  of  three  cars  in  the  perma- 
nent collection  of  New  York's  Museum 
of  Modern  Art. 

I  like  to  think  of  the  F-Type  simply 
as  my  brother-in-law's  fantasy  of  what  a 
sports  car  should  be.  Compact,  light,  low 
geous  from  every  angle,"  gushed  the      to  the  ground,  it's  designed  for  maxi- 


March  issue  of  Automobile)  is  my  oddball 
brother-in-law  Keith  Helfet.  )ag  hasn't 
officially  announced  that  it  will  produce 
this  successor  to  its  famous  E-Type  road- 
ster. But  when  Ford  Chief  Jacques  Nasser 
was  asked  what  would  stop  him  from 
going  ahead  with  the  F-Type,  Nasser  an- 
swered bluntly,  "Stupidity."  Likely  price: 
around  $45,000.  Due  date:  2003. 

The  new  F-Type  has  funky  brake 
shoes  to  fill.  Jag  produced  the  E  from 
1961  until  1974.  If  you  truly  swung  in 
the  1960s,  you  had  one.  A  piece  of  auto- 
motive sculpture  with  its  low,  curvaceous 
body  and  elongated  front  end,  the  E- 


mum  responsiveness.  The  interior  is 
about  power  rather  than  comfort.  There 
is  no  plastic,  no  wood,  no  carpeting,  only 
metal  and  leather  and  some  rubber  mats. 

For  the  exterior,  Keith  wanted  a  sexy, 
fast  form  in  the  same  vein  as  the  bullet- 
bodied  E-Type.  "The  surfaces  flow  in  a 
way  that  gives  the  car  not  only  tension 
but  speed,"  he  sort  of  explains. 

But  I'm  getting  ahead  of  myself.  This 
is  really  the  tale  of  a  onetime  screw-up 
who  made  good. 

Keith  came  to  car  design  honestly 
enough.  His  father  was  a  Ford  dealer  in 
Cape  Town,  South  Africa.  Inspired  by 


Henry  Ford's  son,  Keith's  parents  namec 
him  . . .  Edsel  Keith  Helfet.  "It's  been  ar 
embarrassment  all  my  life,"  says  Keith 
who  lost  the  Edsel  about  as  fast  as  it  take 
a  Jag  XK8  to  go  from  0  to  60. 

Keith  was  always  a  car  nut.  As  a  kid  ii 
the  early  1950s,  he  pedaled  around  in 
toy  replica  of  a  World  War  II  jeep.  H< 
wound  up  in  a  mechanical  engineerin 
program  at  the  University  of  Cape  Town 
but  he  spent  more  time  surfing  an< 
chinking  than  studying.  "I  was  a  waste  o 
space,"  he  recalls. 

Instead  of  working  on  his  thesis 
Keith  spent  most  of  two  years  holed  u 
in  the  family  garage,  stripping  the  bod 
off  a  Triumph  Spitfire  and  building 
new  shell  from  scratch,  using  foam  an< 
700  pounds  of  plaster  of  paris.  This,  toe 
failed  to  inspire  widespread  admiration 
"The  general  feeling  was  that  I  was 
harmless  lunatic,"  says  Keith. 


& 


V   Cool  Cat:  Keith  Helfet 

|f    with  the  E-Type;  and  the 

F-Type,  outside  and  in. 


He  took  a  few  snapshots  of  the  ca 
anyway,  and  after  struggling  through 
life-drawing  class,  he  threw  his  mediocr 
nudes  into  a  portfolio,  along  with  the  ca 
photos,  and  sent  off  an  application  t 
what  was  then  the  most  prestigious  aut 
design  course  in  the  world,  at  the  Roy; 
College  of  Art  in  London.  The  RCA  too 
only  five  students  a  year  into  the  pro 
gram.  Keith  was  one  of  them. 

Once  in  London,  Keith  cut  back  o; s 
the  beer  swilling  and  got  his  degree  h 
1977.  From  there  it  was  up  to  Coventr 
and  a  design  job  at  Jaguar.  He  was  fid 
dling  with  a  clay  model  of  an  early  sue 


>n  &  Co.  Incorporated 

erican  International 
tup,  Inc. 

erican  Republic 
urance  Company 

i\MARK  Corporation 

her  Daniels  Midland  Co. 

^RCO  Incorporated 

kT 

ik  of  America 

^er  Corporation 

!  BFGoodrich  Company 

omberg 

unt  International,  Inc. 

Amoco  Corporation 

stol-Myers  Squibb  Company 

inswick  Corporation 

Segerstrom  &  Sons 

ltor  Fitzgerald  Incorporated 

ter  Communications 
:rnational,  Inc. 

tier  Inc. 

erpillar  Inc. 

itex  Corporation 

>  Chase  Manhattan  Bank 

ergy  Corp. 

TiCor  Holding,  Inc. 

isolidated  Edison  Company 
Mew  York,  Inc. 

jper  Industries,  Inc. 

ning  Incorporated 

ite  and  Barrel 

ere  &  Company  Inc. 

loitte  &  Touche  LLP 

Ita  Air  Lines,  Inc. 

i  Dial  Corporation 

>yfus  Corporation 

son  International 

erald  City 

erson  Electric  Co. 

St  &  Young  LLP 

?  First  American 
ancial  Corporation 

it  Union  Corporation 

or  Corporation 

bes  Inc. 

d  Motor  Company 

nk  Russell  Company 

leral  Electric  Company 

leral  Mills,  Inc. 

)rgia-Pacific  Corporation 

dman,  Sachs  &  Co._ 

dstein  Golub  Kessler  LLP 

jdyear  Tire  &  Rubber  Company 

:.  Corporation 

deline  Research  and 
suiting,  Inc. 

Imark  Cards,  Inc. 

Hearst  Corporation 

Marks  Jewelers,  Inc. 


INNOVATORS. 


COLLABORATORS. 


DIFFERENCE-MAKERS. 


(Better  known  as  your  butchers,  bakers  and  candlestick-makers.) 


These  companies  are  making  a 

difference  in  their  communities 

by  collaborating  with  the  arts. 

As  members  of  the 

Business  Committee  for  the  Arts, 

they  recognize  that  innovative 

partnerships  with  the  arts 

can  boost  employee  morale, 

increase  the  bottom  line  and 

enhance  the  quality  of  life 

in  cities  large  and  small. 

To  find  out  more  about 

what  these  companies  do, 

and  how  your  company 

can  make  a  difference  too, 

contact  BCA  at  212  664-0600 

or  www.bcainc.org. 


Discover  What  You  Never  Knew! 


Bringing  business  and  the  arts  together  sum  I  (M>  7. 


Ingram  Industries  Inc. 

International  Paper  Company 

J. P.  Morgan  &  Co.  Incorporated 

Johnson  &  Johnson 

Joseph  E.  Seagram  &  Sons,  Inc. 

KCSA  Public  Relations  Worldwide 

Kellogg  Company 

Kmart  Corporation 

KPMG  LLP 

Lockheed  Martin  Corporation 

Marsh  &  McLennan 
Companies,  Inc. 

The  May  Department 
Stores  Company 

Merck  &  Co.,  Inc. 

Meredith  Corporation 

Metropolitan  Life 
Insurance  Company 

Monsanto 

The  Nasher  Company 

New  York  Life 
Insurance  Company 

The  New  York  Times  Company 

The  News-Journal  Corporation/ 
The  Daytona  Beach  News-Journal 

Norfolk  Southern  Corporation 

PaineWebber  Group  Inc. 

PepsiCo  Inc. 

Pfizer  Inc. 

Philip  Morris  Companies  Inc. 

Playboy  Enterprises,  Inc. 

Polo  Ralph  Lauren  Corporation 

The  Principal  Financial  Group 

Rockwell 

Roper  Starch  Worldwide  Inc. 

Ruder»Finn,  Inc. 

Sara  Lee  Corporation 

SBC  Communications  Inc. 

Sears,  Roebuck  and  Co. 

Shiseido  Co.,  Ltd. 

Shugoll  Research 

Sprint  Corporation 

Starwood  Hotels  & 
Resorts  Worldwide 

SunAmerica  Inc. 

Tandy  Corporation 

Target  Corporation 

Texaco  Inc. 

Texas  Instruments  Incorporated 

Tiffany  &  Co. 

Time  Warner  Inc. 

The  Times  Mirror  Company 

TRW  Inc. 

USX  Corporation 

Vinson  &  Elkins  L.L.P. 

Volvo  Group  North  America,  Inc. 

Warner-Lambert  Company 

watersdesign.com 

Wells  Fargo  &  Co. 

Xerox  Corporation 


FfJRBESLIFE 


Keith  spent  two  years  holed  up  in  the  family 
garage,  building  a  new  body  on  a  Triumph  Spitfire. 


cessor  to  the  E-type  when  company 
founder  Sir  William  Lyons  walked  by. 
Lyons  had  founded  the  company  in 
1922,  and  though  he  had  retired  in  1972, 
he  remained  a  revered  eminence  grise. 
He  walked  up  to  Keith's  model — one  of 
five  competing  designs — and  uttered 
three  terse,  astonishing  words:  "That's 
the  car." 

It  wasn't,  as  it  turned  out.  But  it  did 
bring  Keith  under  Lyons'  influential  wing 
and  led  to  a  string  of  design  successes.  In 
1988  Jaguar  introduced  the  550hp,  Keith- 
designed  XJ220.  The  street-legal  model — 
only  280  were  made— sold  for  $600,000. 
Elton  John  and  Mick  Jagger  each  bought 
one.  The  Sultan  of  Brunei  bought  three. 
Keith  had  somehow  gotten  cool. 

The  F-Type  design  unveiled  at  the  De- 
troit auto  show  in  January  is  a  modified 
version  of  a  prototype  called  the  XK180. 
Keith  created  it  two  years  ago  as  a  one- 
shot  commemoration  of  the  powerful  XK 
engine.  It  made  its  debut  at  the  1998  Paris 
motor  show.  That's  when  the  calls  started 
flooding  in  from  Jaguar  dealers  bran- 
dishing blank  checks  to  buy  the  car  at  any 
price.  The  panting  response  led  Jaguar 
management  to  commission  a  workable 
model  in  time  for  the  Detroit  show — 
then  just  eight  months  away. 

First  Keith  started  nipping  and  tuck- 
ing computer  images  of  the  XK180.  He 
shrunk  the  car  by  10  inches  and  moved 
the  cockpit  and  engine,  as  in  the  E-Type, 
farther  back.  In  the  studio  he  skipped  the 
usual  quarter-size  and  half-size  models 
and  went  straight  to  life-size.  He  tried 
two  designs  at  once,  making  one  side  of 
the  car  stiff  and  straight  and  the  other 
curved  and  rounded.  After  four  or  five 
weeks  Keith  settled  on  the  curvy  one.  "It 
lust  looked  right,"  he  states  in  that  way 
designers  have  oi  not  being  able  to  ex- 
plain exactly  why  they  did  what  they  did. 

The  next  step  was  designing  the  inte- 
rior. None  of  Jag's  signature  burled  wood 
for  this  car.  Keith  wanted  his  roadster  to 
occupy  the  other  end  of  the  spectrum 
from  fag's  men's-club  sedans.  That 


means  the  dashboard  is  a  long  alu- 
minum oval  and  the  controls  are  toggle 
switches — currently  outiawed  by  safety 
regulations,  but  Keith  hopes  to  find  a  way 
around  the  restrictions. 

Pushed,  Keith  admits  he  will  have  to 
alter  the  deeply  slanted  windshield,  and 


there  will  likely  be  some  sort  of  roll  b 
since  the  car  will  not  have  a  hard  tc 
And  then  there  are  the  Americans.  "Th 
have  to  have  their  cup  holders,"  sa 
Keith  with  a  disapproving  frown  tr 
says,  "Not  in  my  car." 

My  brother-in-law  is  a  very  und< 
stated  guy,  but  it's  clear  he's  pretty  pro 
of  this  thing.  "People  were  saying  to  n 
'God,  I've  got  to  have  one  of  those,'" 
beams.  I  am  beaming,  too. 


Euro  Crash 


THE  GOOD  LIFE  I  In  January  1999  the  European  Uni 
introduced  a  fledgling  currency  called  the  euro,  which  1 
proceeded  to  get  the  stuffing  kicked  out  of  it.  In  its.  1 
month  life  the  euro  has  lost  23%  of  its  value,  falling  to  I 
than  90  cents  to  the  dollar  in  early  May.  It's  pretty  unf; 
and  we  feel  really  bad  about  it,  but  in  the  meanwhile,  y 
would  not  believe  the  prices  for  stuff  in  countries  who 
currencies  are  linked  to  the  euro.  All  across  the  Continen 
dolce  vita  is  trading  at  a  deep  discount.  A  sampling  of  wh 
exactly,  your  robust  dollar  will  fetch.       — Leigh  Gallagi 


Item/Country 


Standard  room,  Ritz  Hotel/France 

$659 

$556 

Deluxe  room,  Glin  Castle/Ireland 

370 

312 

Round  of  golf,  Ballybunion  Golf  Club/Ireland 

82 

69 

Pint  of  Guinness/Ireland 

3.70 

3.12 

Gucci  "Jackie  0"  bag/Italy 

385 

325 

Vespa  motorscooter/ltaly 

3,627 

3,059 

Hermes  tie/France 

107 

90 

Dinner  per  person  with  wine,  Taillevent/France 

165 

139 

Bottle  Chateau  Petrus  1987/France 

467 

394 

Berluti  Club  Collection  men's  loafers/France 

824 

695 

500g  Wittamer  chocolates/Belgium 

20 

17 

Men's  lederhosen/Germany 

430 

362 

Flamenco  guitar/Spain 

2,371 

2,000 

Nokia  7110  cell  phone/Finland 

591 

498 

Sauna  session/Finland 

12.70 

10.70 

PRICE  IN  DOLLAR! 


May  1999      May  2001 


Exchange  rales  as  of  May  10. 
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v  trading  convenience 


It  shouldn't  cost  a  fortune  to  build 
fortune.  That  was  the  first  principle 
'Quick  &Reilly  in  1974. 
Since  then,  we've  become  the 
scount  broker  of  choice  for  over  1.2 
lillion  investors  across  the  country. 
And  with  120  active  Investor 
enters  and  customer  assets 


exceeding  $34  billion,  we're  proud 
to  be  the  #1  force  in  creating  wealth. 

For  information  about  career 
opportunities  within  Quick  &  Reilly 
throughout  the  country  fax  resume 
to  (212)  277-9734.  e-mail 
ddebiase@quick-reilly.com. 


QUICK^REILLY 

MEMBER  NEW  YORK  STOCK  EXCHANGE 


EQUAL  OPPORTUNELY  EMPLOYER 


To  advertise  in  this  section  call  561-686-6800 


Get  a  job! 


g&thbs 

USA  o** 


BestJobsUSA.com 

All  levels  ■  All  industries  ■  Hot  IT  positions  with  daily  updates  ■ 
On-line  job  fairs  •  Resume  postings  •  Employment  Review®  features  • 
Salary  surveys  •  Mergers,  acquisitions,  layoffs  ■  And  SO  MUCH  MORE! 


Where  can  you  take  Broadband? 


At  ADC,  your  ideas  can  change  the  way  people  live,  work 
and  play.  Your  innovations  can  move  information  across 
the  globe.  Your  thinking  can  turn  desk  chairs  into  beach 
chairs.  After  all,  we're  the  global  leader  in  innovative 
broadband  networks  and  applications  helping  to  provide 
unlimited  access  to  information  anytime  -  anywhere. 

Want  to  build  a  career  at  ADC?  Stop  by  booth  #7439  at 
SUPERCOMM  or  visit  us  on  the  Web  at:  adc.com/careers 

Equal  Opportunity  Employer 


US 

The  Broadband  Company 


more  career  opportunities  -  visit  BestJobsUSA.com 
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BusinessClassified 


Financial  Services 


Advertisement 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  tn  Common  Stocks 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55 

Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 

price.  $12,001  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  Illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  ideas  from  industry 

professionals  on  50  special  topics,  including  ux  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL  TOLL-FREE   1-800-535-9651 

BONUS  CODE    51 6NFWB12     American  Express,  MasterCard.  Visa  or  Discover 
24  hours  a  day.  7  days  a  week.  II  you  are  not  completely  satisfied  return  an  materials 
in  good  condition  within  30  days  Irom  the  start  ot  your  trial  subscription  for  a  full 
refund  of  your  fee  Allow  4  weeks  for  delivery  Foreign  rales  upon  request    ^ 
W  Order  Online  at  www.vaiueline.com/ada/r9inf 


The  Value  Line  Investment  Survey*. 

PO  Box  3988.New  York  NY 
10008-3988 


Legal  Sen/ices 


asset  Protection 


Corporations,  Ltd.  Partnerships,  LLC's 
Offshore  trusts. Corps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacj 
Savings  •  Estate  Planning 

Professional  *  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 
714-544-0622  •  www.searsatty.com 


Take  Your 
Company  Public 

Call:  1-800-827-8388 

or 

http://gopublic.cmacs.com 


Franchising 
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REDUCE  or  ELIMINATE 

Capitol  Gains  -  Ordinary  Income 

Int'l  law  firm  with  26  years 

experience  in  domestic  and 

international  tax  planning. 

McKenzie-Finch  S.A. 

(800)774-9797    (801)304-5800 


YOUR  BUSINESS 

=    with  the  leading  convulung  firm  in  the  country    = 

800-358-8011 


MC 


Books/A  uthors/Publishers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

WRItF.  OR  StNt)  YOJR  MANUSCRIPT  TO 
MINERVA  PUBLISHING  CO. 

1001  BRICK!  11  BAVDR  »?310  MIAMI  Ft  33131 


ARE  YOU  SITTING  ON  A  C010  MINE 


FrwhUo  It.  1 

CALL   1 -800-37  1-S144 

Talk  to  tu  Brit  Bttitm  nobody  bu  trtnenued 


port  buimmes  thin  Frineorp 

The  leader  id  fruchiM  development 

tnd  coniultinc.  Worldwide 


www  Irsncorp  com 


FB 


Collectibles 


Imagine  President  Lincoln  in  Your  Bedroom! 


aji  you  htM  <o  ac  >•  r.n  Evw>  su  to  ca||  today  for  current  auction  catalog 
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Bid  Online  at:  www.galleryofhistory.com 

r*»trXaa»logprtC«ol$lO<U^  purchas*  •  Ts»«phon.  Hour.  Mar>d»y-FnrJ*Y  8  *m  to  5  p 


DUCT 


a  tdvt 
lions  i  I -WO  442 


the  n«  vi  1  orht-s  BuMncv>  (  la^vificd  Section 
<>l  rates  &  .ul  mlm  nut mn  only) 
.    in 


Business  Services       MBusiness  Opportunit 


(Image  area 
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or  2000  tattoos,  only  $299 
CALICO 

800/225-4269  Fax:  707/446-8273 

E-Mail:  CallcoUSAOYahoo.com  (PC) 

E-mail:  CallcotattooaQaol.com  (Mac) 

Website:  CallcoUSA.com 


Business  Opportunities 


OVER  TWO  BILLION 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
MAJOR  MANUFACTURING  TO  SMALL  RETAIL  SHOPS 
CONVENIENCE  STORES  •  RESTAURANTS  •  MOTELS 
Save  Thousands  ol  Dollars  •  No  Brokerage  Fees 
.CALL  US  TOLL  FREE  1-800-999-SALE 
www.gwbs.com 
NATIONWIDE  •  to  Buy  or  Sell 
MANY  OFFER  OWNER  FINANCING 
GREAT  WESTERN  BUSINESS  SERVICES.  INC. 


e-mcorporate 


•  Registered  agent  services 

•  U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


NEVADA  &  OFFSHORE 

CORPORATIONS 


» Asset  Protection,  Privacy,  Tax  Free 
►  Licensed  Offices:  Las  Vegas-Nassau 
» Credit  Cards,  Bearer  Shares,  Banking 


ORDER  HY  PHONE  FREE  INFO 

1-800-997-2550 

www.nevadacorp.onevegas.cor 


OPPORTUNITY  KNOCKS 

Once  in  a  while  an  opportunity  comes 
■long  thai  will  never  repeal  itself.  Gel 
in  on  the  ground  floor.  Extremely  high 
income.  Training,  leads,  secured  ac- 
counts to  call  on.  Opportunity  of  a  Life- 
time. Let's  talk.  (Inv.  Req.) 
Areas  Going  Fast. 
1-800-675-6144 


MAKE  BIG  $  $  $ 

KMnrr«0  CMOS  «»  MWMNKM 


1-S00-S26-S523 

I'sa/Canada 


www.glassmechantx.com 


BUSINESSES 
AVAILABLE 

rI.ocally-Nationally*Many  Relocatable! 
f  ( >>m  Moii-vK.-Ni'M.'k'K.vrM,.*  Personal  Kino] 
NJimiai  Itaoies^TradTei-Triosp^Cbnsirl 
Mf|!/1  faOWRcail/Whlle/l  lorisl 

^International  Bu.sinc.vj  Associates^ 
850-233-3797 


INVESTORS 


ENTREPRENEU 


SAVE 

20% 
INTAXE 

GUARANTEE 

Learn  how  at: 

www.new-corporation.ee 
or  call  today  for 

a  FREE 
Information  Packag 

1-877-2-INC-NO 

(1-877-246-266 


Nevada  Corporate 
Headquarters,  Inc. 


incbookstore.cor 

Your  Complete 

Source  for 
Business  Books 
••••••••••••••i 


Buy  Foreclosed  Proper 

Use  OUR  Money.  Split  Big  ProfH 

Complete  Training.  Call  for  Fret 

Information  Package. 

800-995-0049  Ext  7675 


18%  INTERES 


Rapidly  Expanding.  Highly 

Profitable  Finance  Compar 

Seeking  Growth  Capital. 

Interest  Monthly.  Limited  Offet 


CHARTER  INVESTMENTS, 
(850) 523-9205 


Capital  Available 


ATTORNEYS  ACCOUNTAI 
DEALMAKERS  Public  or  pi 
funds  available  for  expansn 
projects  with  excellent  mat 
ment  and  growth  potential. 
ARBOC  INC.  561 -845-7669 
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BusinessClassified 


Advertisement 


Luxury  Bedding 


Our  Swedish  miracle  bed  can 
change  lives  twenty-four/seven. 


I! 


—by  Bob 

'  get  "Dear  Bob" 
.  letters  all  the 
I  time.  From  folks 
who  comment  on  the 
J  wonderful  ways  my 
Tempur-Pedic  bed  has  changed 
their  lives  for  the  better. 

Like  regaining  youthful  vigor 
—and  taking  sheer  delight  in 
new  accomplishments! 

Makes  all  other 
beds  obsolete! 


Trussell,  Tempur-Pedic  Founder 

Seven  years  ago,  I  brought  the 
famous  Tempur-Pedic  Swedish 
Sleep  System  to  America.  Since 
then,  millions  have  discovered 
our  new  fatigue-fighting, 
energy-elevating  weightless 
sleep  phenomenon. 

We  expanded  NASA's  anti-G- 
force  research  to  invent  a  brand 
new  weightless  sleep  material. 
Our  technology  is  recognized  by 
NASA,  the  U.S.  Space  Foundation 
—and  specially  certified  by  the 
Space  Awareness  Alliance. 


Our  advanced  technology  is  recognized  by 
NASA,  the  \1S.  Space  Foundation,  and 
certified  by  the  Space  Awareness  Alliance. 


&CEO 

Other  beds  are  fancy  on  the 
outside.  Mine  is  a  miracle  on  the 
inside— where  billions  of  self- 
ventilating  viscoelastic  microcells 
cuddle  your  body  with  perfect 
support.,  .perfect  comfort! 

Thousands  of  sleep  clinics  and 
health  professionals  recommend 
us.  TV,  radio,  magazines,  newspa- 
pers give  us  rave  reviews! 

Call  or  fax  right  now  for  a  free 
sample,  free  video— and  free 
Consumer  Guide. 

You  also  receive  a  FREE 
HOME  TRYOUT  CERTIFICATE 


irvel  of  molecular  physics! 
tically  cuts  tossing  &  turning. 
Ir,  water,  or  steel  springs, 
sts  its  shape  automatically, 
one  moving  part— you. 


-.  m 


SB 


Viscoelastic  memory  cells  conform 
to  every  curve  and  angle  of  your  body, 
ventilating  windows  dissipate  heat 


FREE  DEMONSTRATION  KIT 
is  now  yours  for  the  asking! 


¥ki&n*uft-PEDic 

PRESSURE  RELIEVING 
SWEDISH  MATTRESS  AND  PILLOW 


FREE  SAMPLE  I  FREE  VIDEO  I  FREE  INFO 


OR  SEND  FAX  TO  1-859-259-9843 

Tempur-Pedic,  Inc.  1713  Jaggje  Fox  Way.  lexngton  KY  40511 


cund  Newsletter 


Executive  Gifts 


cover  How  You  Can 
tIPLE  Your  Money! 


'II  show  you  how  with  a  FREE 
of  great  trades!  By  fax  or  email. 
LL  NOW  AND  RECEIVE 
A  FREE  TAPE! 

1-888-366-8264 
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THOUGHTS 

On  the  Business  of  Life 


If  you're  among  the  millions  graduating  these  days  from  one  level  of  education  or  another,  ask 
the  writers  in  yearbooks,  your  teachers,  parents  and  friends  to  call  you  anything  else  but  "promis- 
ing." What  a  burden,  nay,  a  curse  to  put  upon  anyone  who  is.  In  every  field  where  dreamy  brains 
and  brainy  dreamers  aspire  to  greatness,  life's  ranks  are  littered  with  the  walking  remains  of  those  who 
once  showed  early  ability  and  were  branded  Promising  at  parchment  time.  Graduates,  don't  let 
anyone  blight  your  brightness  by  heralding  it  on  Graduation  Day.  — MALCOLM  FORBES  (1977) 


The  paradox  of  education  is  precisely 
this — that  as  one  begins  to  become 
conscious  one  begins  to  examine  the 
society  in  which  he  is  being  educated. 

—JAMES  BALDWIN 


The  liberally  educated  person  is 
one  who  is  able  to  resist  the  easy 
and  preferred  answers,  not  because 
he  is  obstinate  but  because  he  knows 
others  worthy  of  consideration. 

—ALLAN  BLOOM 


If  you  are  truly  serious  about 
preparing  your  child  for  the  future, 
don't  teach  him  to  subtract — teach 
him  to  deduct. 

—FRAN  LEBOWITZ 


Education  has  become  a  prisoner  of 

contemporaneity.  It  is  the  past,  not  the 
dizzy  present,  that  is  the  best  door  to 
the  future. 

— CAMILLEPAGLIA 


They  teach  in  academies  far  too  many 
things,  and  far  too  much  that  is  useless. 

—GOETHE 


American  critics  are  like  American  uni- 
versities. They  both  have  dull  and  half- 
dead  faculties. 

-EDWARD  ALBEE 


All  human  knowledge  takes  the  form 
of  interpretation. 

—WALTER  BENJAMIN 


Education  is  the  art  of  making  man 
ethical. 

— GEORG  HEGEL 


Education  is  the  ability  to  listen  to 
almost  anything  without  losing  your 
temper  or  your  self-confidence. 

—ROBERT  FROST 


A  good  professor  is  a  bastard  perverse 
enough  to  think  what  he  thinks  is 
important,  not  what  government 
thinks  is  important. 

—  EDWARD  BANFIELD 


Education  is  not  a  discipline  at  all. 
half  vocational,  half  an  emptiness 
dressed  up  in  garments  borrowed  f 
philosophy,  psychology,  literature. 
—EDWARD  BLIS 


Education  is  a  crutch  with  which  I 
foolish  attack  the  wise  to  prove  tha 
they  are  not  idiots. 

—KARL  KI 


A  poor  surgeon  hurts  one  person  at 
time.  A  poor  teacher  hurts  130. 

—ERNEST  B<i 


The  only  fence  against  the  world  is 
thorough  knowledge  of  it. 

—JOHN  LC 


A  Text  ... 

Give  me  understanding,  and 

shall  keep  thy  law;  yea,  I  shall 

observe  it  with  my  whole  hea. 

—PSALMS  ll 

Sent  in  by  Salvatore  Valvo,  Elma,  New-I 
What's  your  favorite  text? 

More  than  14,000  "Thoughts."  arranged  alphali 
by  subject,  are  available  in  a  900-page.  one-J 
deluxe  edition,  Forbes  Book  of  Quotations:  Thorn 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  sq 
and  $1  per  item  for  handling  (add  applicable  sa.1 
To  order,  please  call  toll-free,  1  -800-876-6556. 
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It  used  to  be  that  if  you  wanted  the  capacity  and 
utility  of  a  full-size  SUV,  you  had  to  be  willing  to 
give  something  up.  Like  agility.  So  when  we  set  out 
to  engineer  the  all-new  Yukon  XL™  we  did  more 
than  just  take  the  GMC  Suburban™  and  give  it  a  new 
name.  We  gave  it  a  tighter  turning  radius,  a  wider  stance,  5_link  coil  spring  rear  suspension? 
plus  4_wheel  anti-lock  disc  brakes.  Combine  that  with  a  completely  new  interior  that  can 
accommodate  up  to  nine  people,  and  just  about  anything  they  bring  with  them,  and  you 
end  up  with  a  full-size  SUV  that's  enormously  easy  to  handle.  The  all-new  Yukon  XL. 


1-800-4-A-YUKON,  www.gmc.com/yukon 
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Do  one  thing.  Do  it  well.' 


\ 


The  Web  can  let  you  do  business  anywhere.  And  now  there's  an  e-commerce  software  provider  that  not  only  allows  you  to  build  a  website  t 
but  sell  on  any  site  where  you  can  find  customers.  Intershop.  Supporting  the  widest  range  of  current  and  emerging  e-commerce  tech 
from  Java  and  XML  to  WAP  and  ICE,  our  application  software  delivers  the  ability  to  sell  on  your  own  site,  with  a  foundation  ths 
expands  revenue  opportunities.  So  you  don't  have  to  start  over  with  a  new  e-commerce  solution  to  sell  in  ways  and  places  HI 
mime   marketplaces,   affiliate  webst'es,   portals   and   through   wireless   devices.   You   can   even   build  your  own   marketpl 


"...this  e-commerce  application 

lets  us  sell  not  just 

on  our  website 
but  on  thousands 


of  other  sites 

...hundreds  of 

thousands  even 


and  partners  that  will  let  you  sell 
>duct  for  your  own  profit.  Call  us  at 
99-4390.  And  never  worry  about 
nmerce  opportunity  passing  you  by 
www.intershop.com/opportunity 


e-commerce  just  got  bigger, 
do  you  know  how  big? 
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FIRST 
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I   THINGS 


In  a  world  of  numbers  and  figures  and  statistics  and  averages,  perhaps  the  most  valuable  asset 
is  the  ability  to  look  beyond  all  of  that.  Not  necessarily  to  predict  the  future.  But  to  anticipate  it. 
To  enable  it.  And  to  empower  people  and  companies  who  create  it.  At  Credit  Suisse  First  Boston, 
we  specialize  in  doing  exactly  that.  And  believe  that  one  of  our  most  important  tasks  is  helping 
clients  capitalize  on  change.  Because  things  could  be  dramatically  different  ten  years  from  now. 
Or  tomorrow,  for  that  matter.  CREDIT  SUISSE  FIRST  BOSTON. 
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Print 
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XEROX    PRINTERS    MAKE    IT    HAPPEN 


Phaser  850  Color  Primer 

14ppm,uplo  1200  dpi 
$2495 


Phaser  780  Tabloid  Color  Laser 

Precision  Color  Matching, 
up  lo  1200  dpi 
$4995' 
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NETWORK  PRINTERS 


peed  makes  all  the  difference.  Xerox  introduces  a  lull  line  of  network-ready  color  and  monochrome  printers  with  the  speed  your 
:.s  needs.  Print  brilliant  color  as  last  as  14  ppm  with  the  award-winning  Tektronix  Phaser  printers,  now  part  of  the  Xerox  family.  The  new  Xerox  monochrome 

with  print  speeds  up  to  40  ppm,  is  flexible  enough  to  meet  the  needs  of  any  size  workgroup  on  everything  from  labels  to  cardstock.  To  see  how  Xerox  can 
*e  something  happen  for  your  business,  call  1-877-362-6567  ext.  1707  or  visit  us  at  www.xerox.com/officeprinting/fastl707. 
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150   Red  Baron 

Richard  Branson's  Virgin  logo  is  emblazoned  seemingly  everywhere. 
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stage  grieving  process. 

By  Bruce  Upbin 
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Some  people  never  worry  about  a  lounge  being  available 
for  them.  Are  you  one  of  them? 


Wouldn't  it  be  nice  if  your  status  preceded  you,  no  matter  where  you      AmencanArtnes 
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Covered  by  Allianz  Grou 


Wherever  you  are,  whenever  you 
need  us,  a  company  of  the 
Allianz  Group  is  always  there 
for  you. 

The  sky's  the  limit  when  it  comes  to  speed,  but 
the  same  can  hold  true  for  risk.  Only  an  insurance 
company  that  provides  unquestioned  expertise  can 
keep  pace.  To  us,  risk  management  means  thinking 
the  unthinkable  in  order  to  prevent  risk  from  turning 
into  loss.  Close  cooperation  with  local  member  com- 
panies like  Fireman's  Fund  in  the  U.S.,  together  with 
our  financial  strength  and  acknowledged  technical 
track  record,  make  the  Allianz  Group  the  partner  you 
can  rely  on.  Whenever  and  wherever  you  need  us. 

Allianz.  The  Power  Beside  You. 


Fireman's 
Fund 


w 


Fireman's  Fund  is  a  company  of  Europe's  leading  global 
insurer  and  provider  of  financial  services:  Allianz  Group. 
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Net  U6ntS  Great  companies  such  as  Microsoft,  Dell  Computer  and  Akarc 
Technologies  have  been  spawned  in  the  hallowed  halls  of  universities  (c 
dingy  dormitory  rooms).  Adam  Leitzes  and  Joshua  Solan  take  an  inside  loo 
at  new  venture  firms  that  are  providing  funds  to  college  startups  in  th 
hopes  of  generating  the  next  supercompany. 

VirtU3lly  True  The  Webisode — a  short,  usually  animated  online  video  f< 
turing  quirky  characters  and  off-beat  storylines — seems  like  the  ide 
medium  for  the  short  attention  spans  of  today's  audiences.  Adam  Penenber 
tells  why  the  premier  Webisode  site,  Honkworm.com,  is  so  successful. 


online  newsletters 


For  news  and  analysis  on  the  latest  developments  and 
trends  in  the  technology  industry,  sign  up  for  our  free 
e-mail  newsletters,  offered  on  both  a  daily  and  a  weekly 
basis.  To  subscribe,  go  to  www.forbes.com/asp/join.asp. 


Kerry  Dolan,  editor  of  FORBES  magazine's 
World  Billionaires  list,  will  host  a 
chat  session  on 
Yahoo  on  Monday, 
June  19,  starting  at 
2  p.m.  EDT.  Share 
your  thoughts  on 
how  these  people 
earned  their  wealth 
and  how  they 
manage  their  busi- 
ness empires. 


Corporate] 
Reports  <\ 


Kerry  Dolan 


Corporate  and  stock  market  informatioi 
is  now  easier  to  find  with  our  redesignec  | 
tearsheet  reports  on  more  than  9.00C' 
U.S.  corporations.  Among  the  improve 
ments:  interactive  stock  charts,  inside  I 
trading  data  and  earnings  estimates.  Also 
an  expanded  news  feed  from  Reuters. 


What's  the  point  of  offering 
our  employees  profit  sharing 


if  they  don't  have  the  tools 
to  create  more  profit? 


We  recruited  them. 

We  trained  them. 

We  motivated  them. 

Now 

We're  going  to  unleash  them. 


Your  employees  can  do  more.  By  utilizing  the  Internet,  they'll  be  able  to  put  their  heads 
together  and  share  up-to-date  information  to  move  with  more  agility  and  make  better  decisions. 
Is  this  really  possible?  Absolutely.  We  have  the  products,  partners  and  solutions  that  will  put  you 
on  the  fastest,  most  direct  pathway  to  your  potential.  Just  visit  the  Cisco  Resource  Network  for 
growing  businesses  at  www.cisco.com/go/resource. 

Cisco  and  the  Internet.  It's  where  businesses  go  to  grow. 

MOW  Cisco  Sterns.  Ire. /Uri*iBre<»rvr*.C«» 


Cisco  Systems 


Empowering  the 
Internet  Generation" 
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APPLICATIONS    ON    DEMAND 


ICRETS     TO     SUCCESS:    No.  288 

bert  J.  Davis,  President  ct  CEO,  Lycos,  Inc. 


How  do  we  manage  our  growth? 

We  hired  Corio. 


Lycos,  Inc.  knew  they  would 
need  top  tier  business  applications 
to  manage  their  rapid  growth. 
They  hired  Corio.  Corio  hosts  leading 
applications  covering  e-Commerce, 
Customer  Relationship  Management 
and  ERP-all  fully  integrated.  Simply 
access  any  of  these  applications 
over  a  secure  network  for  a  monthly 
fee.  Lower  total  cost  of  ownership. 
No  IT  worries.  Like  Lycos,  Inc., 
focus  on  your  core  business-and 
let  Corio  do  the  rest. 


•\UC 


Get  this  IDC  written 
white  paper  FREE! 

Call  CORIO  at  877.267.4627 
or  visit  www.corio.com 
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SIDE    LINES 


But  would  you  drink  it? 


BrdndS  Can  a  phone  con 
pany  succeed  in  the  credit  cai 
business?  Can  a  successf 
bathtub  firm  move  into  law 
mower  engines?  I  am  referrir 
not  just  to  conglomerate-sty 
diversification  but  to  extren 
brand  extensions.  Here,  you'^ 
got  the  risk  of  confusing  n< 
just  the  executives  running  tr 
business  but  the  consumer  ; 
well.  It  was  perhaps  inevitab 
that  AT&T  would  eventually  se 
off  its  Visa  card  busines 
Kohler  remains  something  of 
freak  with  its  plumbin 
fixture/gas  engine  business  model. 

For  a  case  study  in  how  far  you  can  stretch  a  brand  bt 
fore  it  disintegrates,  take  a  look  at  Richard  Branson,  the  e> 
citable  entrepreneur  behind  Virgin  Atlantic,  Virgin  Cola  an 
Virgin  148  other  things.  In  her  cover  story  on  page  15( 
Melanie  Wells  admires  Branson's  marketing  stunts  but  sti 
concludes  that  the  Virgin  name  is  spread  too  thin. 

DllllOildirGS  One  German  businessman  flew  to  New  Yor 
with  a  lawyer  and  an  accountant  in  tow,  to  beg  us  not  to  pi 
him  on  our  list  of  the  world's  working  rich.  An  Ecuadorai 
meanwhile,  pleaded  unsuccessfully  for  inclusion.  The  world 
most  prosperous  citizens  don't  always  agree  with  what  w 
have  to  say  about  them,  but  they  pay  attention  to  it. 

This  year  our  billionaire  hunters,  working  under  the  ab 
direction  of  Kerry  Dolan,  turned  up  scores  of  new  ones, 
appear  in  the  survey  that  begins  on  page  162,  a  prospect  h< 
to  be  active  in  managing  the  family  fortune,  as  Richard  Bran 
son  is,  and  has  to  rank  among  the  top  50  Americans  or  to 
1 50  foreigners.  Forbes.com  has  lots  more  names. 

DUT63UCr3Cy  Connoisseurs  of  government  recall  that  th 
Federal  Trade  Commission  once  had  on  its  books  "Trade  Pra 
tice  Conference  Rules  for  the  Toilet  Brush  Manufacturing  In 
dustry."  Dispel  any  notion  you  might  have  that  the  folks  i 
Washington  have  since  discovered  the  merits  of  free  enterprist 
In  a  roundup  of  recent  antitrust  enforcement  actions  (see  f 
30),  Janet  Novack  cites  the  forced  divestiture  of  a  scrub-fre 
bathroom  cleanser  operation.  Adam  Smith,  where  are  you? 
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The  Range  Rover.  Anything  less,  is. 


i  gras  again?"  "Do  we  have  to  sit  in 

Aybox?"  and  "I  settled  for  the 

*e  Rover"  are  comments  you'll  never 

.  Because  there  are  some  things 

'le  can't  get  enough  of. 

ike  the  Range  Rover's  smoother- 

-silk  ride,  courtesy  of  its  electronic 

uspension  and  permanent  four-wheel 

i.  And  the  14-gauge  boxed  steel 

ie,  and  driver  and  front-passenger 


side  airbags,  which  make  you  feel  as  safe 
as  a  knight  in  a  suit  of  armor. 

On  top  of  that,  the  Range  Rover  has 
dual  climate  controls,  10-way  power 
adjustable  leather  seats,  and  a  12-speaker, 


LAND' 
TROVER 


RANGE  ROVER 


six-disc  CD  auto-changer  audio  system. 

A  vehicle  this  capable  and  luxurious  is 
fit  for  a  king.  Which  explains  why  there's 
been  a  Land  Rover  in  the  Royal  Family 
since  1948.  So  for  more  information,  visit 
us  at  www.Best4x4.LandRover.com  or 
calll-800-FINE4WD. 

After  driving  a  Range  Rover,  you'll  find 
it  difficult  to  drive  anything  else.  Because 
sometimes  only  the  foie  gras  will  do. 


Always  use  your  seatbelts.  SRS/airbufis  alone  do  not  provide  sufficient  protection. 


Now  there's  a  simpler  way  to  manage 

yourcustomer-employee-supplier-partner- 

intra-extra-Inter-cross-platform-global- 

way-too-complex-digital-economy  net. 


It's  one  Net.  Dive  in. 


You  can't  conquer  the  world  of  eBusiness  being  a  lonely  fish  in  an  isolated  pond.  You  need  the  freedom  to 
connect.  So  your  employees,  partners,  suppliers  and  customers  can  work  together.  And  all  their  different 
operating  systems,  intranets,  extranets  and  the  Internet,  can  work  as  one  Net.  Securely  and  reliably.  That's  the 
strength  of  Novell's  Net  services  software.  It  lets  existing  technology  work  together.  And  gives  you  the  power 
to  change  your  eBusiness  as  fast  as  the  Net  economy.  So  dive  in  at  www.novell.eom 

Novell 
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Cui  Bono? 

Your  article  on  Ace  Limited  ("Who's 
Afraid  of  Brian?"  May  29,  p.  90)  in- 
cludes a  highly  misleading  and  erro- 
neous account  of  AIG's  role  in  the  ac- 
quisition of  catastrophe  reinsurer 
Tempest  Re  by  Ace.  AIG  was  a  share- 
holder in  Tempest  Re,  which  had 
been  started  by  General  Re  and  a 
number  of  other  shareholders.  As  a 
shareholder,  AIG  obviously  had  an  in- 
terest in  the  outcome  of  the  sale  of 
the  company.  IPC  Holdings,  a  com- 
pany in  which  AIG  has  an  investment 
position,  did  make  a  bid  to  acquire 
100%  of  Tempest  following  a  lower 
offer  by  Ace,  which  we  deemed 
wholly  inadequate.  In  the  end,  Ace 
agreed  to  pay  more  for  Tempest  than 
its  original  bid  or  the  IPC  bid.  Share- 
holders, including  AIG,  all  benefited 
from  this  outcome. 

MAURICE  R.  GREENBERG 

Chairman 

American  International  Group 

New  York,  N.Y. 

Doctor,  Doctor 

I  must  express  my  surprise  and  dis- 
belief at  "Lost  Cause"  (May  29,  p. 
188),  depicting  Dr.  Paul  Ervin  as  "the 
poster  child  for  low-budget  science 
and  big-budget  paranoia."  The  arti- 
cle does  not  portray  the  personal  or 
professional  Dr.  Ervin  I  know  and 
respect.  Dr.  Ervin,  along  with  his 
staff,  are  not  only  pursuing  their 
dream  to  cure  breast  cancer  but  also 
the  dream  of  developing  cures  for  a 
variety  of  other  cancers.  Isn't  grab- 
bing hold  of  your  visions  and  achiev- 
ing your  goals — despite  all  odds — 
the  consummate  picture  of  the 
American  dream? 

Yes,  Dr.  Ervin  may  have  made 
some  mistakes.  Yes,  there  is  a  lot 
more  to  do,  and  time  and  money  are 
scarce.  Is  it  worth  highlighting  them 
in  such  negative  ways?  From  my 
point  of  view,  there  is  innovative 
work  being  done  at  Biotherapies  and 
the  enthusiasm  is  infectious.  I  can 
only  imagine  the  same  infectious  at- 
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HOW  TO  RAISE 
YOUR  KID  IN  A 
AGEOFWEALT 


BUT  NOT  SPOILE 


CMICMcCAW--' 

Hh  PUn  Ii  Skirl  Cn  mil  Mil 


Rich  Responses 

I  disagree  with  your  "tip"  to  tel 
children  not  to  expect  an  inheri 
tance  until  they're  old  and  gra 
("Who's  Spoiled?"  June  12,  p 
266).  I  have  represented  th< 
wealthy  for  more  than  30  years 
Parental  involvement  develop 
character.  I  gave  my  daughte 
money  to  invest  at  16  and  she  in 
vested  wisely  in  stocks.  She  : 
told  me  that  she  bought  a  $5 
CD.  I  asked  her  "What  is  it  pay 
ing?"  She  said,  "Dad,  you  are  oi 
of  it.  It's  playing,  not  paying."  I 
was  a  CD  player. 

MARTY  WEINBER( 
Louisville,  Ky 

I'm  glad  these  kids  want  to  wor 
and  earn  their  own  way.  But 
doubt  they  understand  the  rea 
world  the  way  the  rest  of  us  do 
The  real  world  is  knowing  one 
has  to  make  a  living  to  support  I 
family  or  pay  a  mortgage,  not 
knowing  that  one  can  make  a  liv- 
ing. There  is  a  huge  difference  ir> 
the  two  concepts.  Real  world  I 
opening  up  a  business  with  a 
limited  pool  of  funds  while  bal- 
ancing family  responsibilities. 
That's  walking  a  tightrope  with 
no  safety  net  and  a  long  drop  to 
the  bottom. 

JEFF  PORTEI 
Morristown,  Tenn 


>u  Charles  de  Gaulle  Hub,  Paris. 

use  making  faster  connections  makes  a  smaller  world. 

signed  the  Air  France  hub  at  Charles  de  Gaulle  to  offer  passengers  the  fastest  and  most  efficient 
Europe.  With  convenient  flight  schedules  that  allow  you  to  connect  in  as  little  as  45  minutes. 
e  multi-lingual  service  representatives  to  speed  you  on  your  way.  And  with  service  to  over  230 
38  countries.  For  more  information,  call  Air  France  at  1-800-237-2747  or  visit  www.airfrance.com. 
lake  a  world  of  difference  to  your  trip. 
t  flyer  program  partners  include  Continental  Airlines  and  Delta  Air  Lines. 
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AIR  FRANCE 

Making  the  sky  the  best  place  on  earth 


ISINC  TO  THE  TOP  Is  OUR  PRIORITY  T(  )0. 


CONVENIENCI    \ND  COMFORT  COUPLED  WITH  AN  INNATI    SENSI    01   I  UXURY: 

Tm  Towers  \i  Tin  Niw  York  Pauci    Privati  lobby  and  elevators 

RSONAI    MULTI-LINCUAI  MAITRI  D'ETACI     ASTAFI   ["RAINED  TO  RESPOND  TO  THE  NEEDS 
PACI  01  DOIN(    BUSINESS     I N-ROOM  DININC  PREPARED  B\  1.1  C  IRQUI  2000  OR  SUSHISAY. 
YOURPLEASURI    YOUR  PREFERENCES  ARE  PARAMOUN1     RESERVI   WITH 
YOURTRAVEI   PLANNER  OR  CAU   l-800-PALACE  T. 
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mosphere  when  well-known  suce< 
ful  companies  started  in  baserrr 
and  garages — all  the  while  m 
mistakes,  being  underfunded  w 
lamenting  over  their  location. 

JAMES  S.  ART 
President,  Biomedical  Diagrn 
Ann  Arbor, 

You  Call  That  A  Stock  Pick? 

"Unhorsing  The  Tech  Favorites" 
12,  p.  350)  has  helped  to  clarify  n  n 
choate  investment  goals.  I  just  co 
buy  IMRglobal  fast  enough  after  hn 
ing  IMR  profits  are  guaranteed  byrr 
ploying  highly  skilled  Indian  wote 
for  pittance  wages.  I  only  wish'c 
could  help  stud  my  portfolio  with  ic 
cutting-edge  enterprises  that  i 
even  consider  profitably  exploitin  the 
planet's  prisoners,  children  and 
labor.  My  life  used  to  be  cursed  ith 
chronic  guilt  for  the  victims  of  polical 
and  economic  abuse,  but  thankilly, 
those  nagging  concerns  are  now  pt  to 
rest.  Please  register  my  appreciaon 
with  your  writer  for  helping  me  p 
my  metamorphosis  from  a  w 
washy  compassionate  conservativeo 
full-fledged,  steely  participant  iuhe 
brave  new  world  economy. 

BRUCE  WAX  i 
Stinson  Bead 

Corrections 

In  "Retreaded"  (June  12,  p.  43: 
should  have  stated  that  Neubeje 
Berman's  Harry  S.  Mortner  pred  e 
Goodyear's  earnings  would  reb 
to  $4  next  year,  not  in  2003.  In  "1  l 
Order"  (May  15,  p.  153)  we  shul 
have  said  there  are  500  new  U.S.  ol 
courses  built  annually,  not  5,000,  fcl 
there  are  roughly  2,400  square  mil«  o 
courses,  not  2,400  miles.  In  "Hr 
Greed  and  Technology"  (May  l.\ 
170)  we  incorrectly  stated  in  a  (■ 
that  BondDesk.com  is  100%  owne  b 
Goldman  Sachs.  Actually  Goldn 
Sachs,  PaineWebber  and  Spear,  Uc 
&  Kellogg  each  owns  a  15%  intere 
the  site. 
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Send  e-mail  to  readers@forbes  *" 
Letters  will  be  edited.  Please  inco 
address  and  phone  number. 


So,    HOW  DO  YOU   FEEL  ABOUT 
YOUR  FINANCIAL  PLANS? 


A. 


B. 


Wi 


E   FEEL  PRETTY  GOOD  ABOUT  OURS. 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high-quality 
personal  retirement  annuities,*  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  company  lAorningstar  says  "sets 
the  standard  in  the  financial  services  industry"?**  Of  course,  past 
performance  is  not  a  guarantee  of  future  results.  Call  800  226-0147  for 
more  information  about  TIAA-CREF's  products  and  services,  including 
charges  and  expenses,  or  mutual  fund  and  personal  annuity  prospectuses. 
Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 
those  who  shape  it. 


RIIREMENT  INSURANCE  MUTUAL   FUNDS  TRUST   SERVICES  TUITION    FINANCING 


ubieci  to  state  approval     "  Source:  Mormngstar.  Decmeber  31, 1999.    TIAA-CREF  Individual  and  Institutional  Services,  !nc  distributes  CREF 

m  interests  in  the  TIAA  Real  Estate  Account.  Teachers  Personal  Investor  Services,  Inc.  distributes  the  variable  component  of  the  personal  annu-         8    0    0 
REF  Mutual  Funds,  and  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities  TIAA-CREF  Trust 
B  provides  Trust  Services  ©  2000  TIAA-CREF  NY,  NY  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  guaranteed. 


2  2  6-0147 

www.tiaa-cref.org 
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SURE.  EVERYONE  MAKPS  MISTAKFS  Investors 
are  more  prone  to  them  than  most.  Therefore,  a  key 
to  success  in  the  stock  market  is  to  not  make  the 
same  regrettable  move  twice.  The  best  investors 
acknowledge  the  educational  value  of  a  temporary 
setback,  and  avoid  these  common  pitfalls: 

1)  Buying  stocks  on  hot  tips,  rumors, 
stories,  chat  room  talk  or  advisory 
service  recommendations.  Even 
if  they  happen  to  be  true,  and 
they're  usually  not,  by  then  the 
big  money's  already  been  made. 

2)  Picking  stocks  for  dividends 
or  because  they  have  low  price 
earnings  ratios.  You  can  lose  the 
amount  of  a  dividend  in  one  or  two  days 
fluctuation  in  stock  price.  And  a  low  P/E  is  often 
low  because  the  company's  record  is  inferior. 

3)  Buying  cheaper  stocks  in  order  to  acquire  more 
shares.  Cheap  stocks  are  usually  cheap  for  a  reason. 
They  lack  the  support  of  institutional  sponsorship. 
and  your  risk  is  greater,  since  they  can  drop  15%  to 
20%  faster  than  most  higher-priced,  quality  stocks. 

4)  Worrying  too  much  about  commissions  and  taxes. 
Your  key  objective  is  a  net  profit.  Do  that  well  and 
the  rest  quickly  becomes  inconsequential. 

5)  Over  98%  of  the  masses  won't  buy  a  stock  that  is 
hitting  a  new  price  high.  Yet  logic  dictates  that  any 
stock  that  doubles  or  triples  in  price  must  go  through 
a  succession  of  new  highs  along  the  way  A  new  high  is 
rarely  too  high  when  looking  for  great  companies. 

6)  Unskilled  investors  stubbornly  hold  on  to  losing 
stocks  to  "get  their  money  back" 
while  selling  growth 


THE  FASTEST  WAY 

TO  TAKE  A  BATH  IN 

THE  STOCK  MARKET  IS 

TO  TRY  TO  PROVE 

THAT  YOU  ARE  RIGHT 

AND  THE  MARKET 

IS  WRONG. 


Ssl    t-T     ''- 


stocks  quickly  for  small  profits.  On  the  contrary,  to 
make  the  most  of  your  best  moves,  you  should  let 
your  winners  ride  and  cut  your  losses  quickly. 

7)  Buying  on  the  way  down  in  price.  A  declining 
stock  looks  like  a  bargain.  But  there's  usually  a  good 
reason  it's  headed  south.  And  there's  no 
golden  rule  that  says  it  has  to  recover. 

8)  NX'nnring  roo  much,  too  fast, 
without  doing  your  homework 
or  learning  essential  skills. 

DEPRIVED  OF  THE   RIGHT 

tools,  you're  more  likely  to 
make  mistakes.  Which  is  why 
you  need  Investor's  Business  Daily 
It's  not  just  a  newspaper.  It's  a  unique 
research  tool  designed  to  identify  winning 
stocks  with  insightful  charts  and  ratings  you  can't  find 
anywhere  else.  IBD  is  powered  by  a  proprietary 
database  that  contains  models  of  every  successful 
company  in  America  since  1953.  Our  detailed  analysis 
of  historical  fact  combined  with  current  market 
realities  is  an  invaluable  tool  for  everyone  who  realizes 
that  great  investors  aren't  born,  they're  educated. 

Now  that  you  know  what  not  to  do,  here's 
something  you  should  do.  Call  for  your  free 
two-week  trial  subscription:  800.277.4785. 

You'll  also  benefit  from  concise,  no-nonsense 
articles  that  view  the  world  through  an  investor's 
lens.  Plus  idea-generating  features  like  The  New 
America,  Internet  &  Technology,  and  "Where  the 
Big  Money's  Flowing."  There  is  inspiration  waiting 
in  every  issue  of  IBD.  For  more  information,  please 
visit  us  at  www.investors.com.  The  opportunities  of 

a  lifetime  are  out  there. 
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DON'T  RFAD  IT.  USE  IT 


Edited  by  William  P.  Barr 


How  Tycoons  Horse  Around 

►  Descendants  of  Bank  of  America  founder  A.P.  Giannini  hoped 
for  $35  million  when  they  listed  for  sale  Champagne  Paddock, 
a  buildable  1 1  -acre  parcel,  sporting  only  a  stable,  in  Silicon  Val- 
ley hot  spot  Woodside,  ( lalif  Then  billionaires  James  Clark  and 
Craig  McCaw — both  with  equestrian  wives — got  real  interested. 
Bidding-war  winner?  Netscape  founder  Clark,  for  $53  mil- 
lion— reportedly  the  top  price  ever  for  a  suburban  residential 
lot  in  California  and  maybe  the  U.S.  — Carrie  Coolidge 

Is  That  Open  to  Government  Leaders? 

►  Surprisingly  lively  reading:  the  Internal  Revenue  Services  new 
audit  manual  for  the  livestock  industry.  Castrated  horses  can'l 
be  depreciated  for  breeding  purposes.  Animals  found  on  "al- 
ternative livestock"  ranches  include  lemurs,  wallabies,  wallaroos 
and  munchkin  cats.  In  one  year  100,000  horses  were  butchered 
and  shipped  overseas  for  consumption.  Ranchers  have  been 


known  to  illegally  deduct  business  expenses  for  cat 
they  raise  and  then  eat  themselves.  An  important  i 
dustry  trade  group  the  manual  lists  by  name:  the  Ame 
ican  Council  of  Spotted  Asses.  — Janet  Nova 

Margin  Calls  They  Weren't-Yet 

►  The  Los  Angeles  office  of  Salomon  Smith  Barney  four 
itself  swamped  recently  by  telephone  calls  from  pi 
sons  responding  to  fake  pager  messages  to  contact  1 
brokerage  immediately.  Security  experts  speculate  i 
the  work  of  a  disgruntled  client  or  employee.  They  ro 
that  it's  rather  easy  to  download  pager  numbers  fro 
the  Internet  or  randomly  dial  them  via  modem.  Tl 
whole  matter  is  under  a  hush-hush  investigation; 
brokerage  wouldn't  comment  further.  — Kelly  Barro 

Not  Her  Working  Girl  Image 

►  Software  startup  NetCurrents  has  a  neat  service 
lowing  companies  to  scan  online  bulletin  boards  and  s< 
what's  being  said  about  them.  Now  the  Burlingame,  Cal 
firm  has  discovered  a  new  customer  set — celebrities  gaugir 
their  public  persona.  But  the  results  could  be  jolting  for,  sa 
actress  Melanic  Griffith,  known  for  her  bimbo  roles.  Says  or 
NetCurrents  executive:  "Apparently,  she  didn't  realize  th 
people  perceive  her  as  being  not  very  bright."  That's  wh 
you  get  for  being  a  convincing  actress.  — Daniel  Lyoi 

Mickey  Mouse  Decisions 

►  ABC  refused  to  air  a  clever  Young  &  Rubicam-designed  ad  f< 
7-Up  sporting  the  punch  line,  "Make  7-Up  Yours,"  a  doub 
entendre  that  didn't  bother  other  networks.  But  the  Walt  Di 
ney  Co. -owned  operation  had  no  qualms  running  a  rath 
more  explicit  spot  for  E-Trade:  a  possible  customer  on  an  0] 
ci.it ing  room  table  suffering  from  "money  up  the  wazoo."  A 
\iu  flack  says  that  decisions  on  what  runs  and  what  doesn 
are  made  on  a  "somewhat  subjective"  basis.  — Tomas  Kellnt 


Finally,  Price  Competition  for  UFO  Crash  Victims 

Don't  think  for  a  minute  that  U.S.  antitrust  regulators  are  fixated  on  the  Microsoft-Netscape  Web 
browser  case  to  the  exclusion  of  everything  else.  Here  are  some  recent  instances  in  which  the  feds 
have  taken  decisive,  hard-hitting  steps  in  less  earth-shattering  cases.  —J.N. 


ACTIVITY  OR  PRODUCT 

Benckiser  Scrub  tree  bathroom  cleaner 

Billboards,  Phoenix 

Bread  produc  lion,  Iowa 

Butter  sales,  New  York  &  Philadelphia 

Funeral  home,  Roswell,  N.M. 

Landfill,  Leeper,  Pa. 

I  itle  insurance,  San  Luis  Obispo,  Calif. 
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CORRECTIVE  ACTION 

s.ile  of  brand  ordered  to  promote  competition 
Divestiture  by  merging  firms  will  lower  ad  rates 
Merging  bakers  divest  two  lines  of  white  pan  bread 
Dairies  agree  not  to  coordinate  marketing  plans 
I  orced  s.ile  ends  local  monopoly  on  death  services 
<  ompany  barred  from  acquiring  rival  dump 
Combining  companies  told  to  sell  records  database 


We're  with  you,  Mary.  When  it  comes  to  the  Internet,  our  message  is  the  same  as 
The  New 
Internet  yours  -  no  fear.  That's  why  we're  building  the  new,  high-performance 

Internet.  It's  faster  and  more  reliable  than  ever.  And  just  as  importantly, 

e  secure.  Armed  with  our  comprehensive  portfolio  of  security  solutions,  businesses 

service  providers  can  conduct  eBusiness  with  confidence.  So  whether  you're  ^ 

cute  or  some  other  pursuit,  come  together,  right  now  with  Nortel  Networks 

make  the  Internet  whatever  you  want  it  to  be.  nortelnetworks.com 

J  How  the  world  shares  ideas. 

•tworks,  the  Nortel  Networks  I090,  the  Glob* mark  and  "Mow  the  world  shares  ideas _  are  trademarks  of  Nortel  Networks    what  do  you  want 
net  to  be  >'  is  a  service  mark  of  Nortel  Networks  O2000  Nortel  Networks  Alt  nghts  reserved 


N&RTEL 

NETWORKS 


FOLLOW-THROUGH 


Edited  bv  Susan  Ada 


APRIL  17,  2000 

Power  Outage 

IN  OUR  STORY  DESCRIBING  CHASE 
Bank  Vice  Chairman  James  Lee  as  "the 
new  power  on  Wall  Street,"  Lee  was 
avish  in  his  praise  of  his  boss  and 
mentor,  Chase  Chairman  William 
Harrison:  "I  stay  because  of  Bill.  I 
see  him  somewhat  as  a  father  fig- 
ure." Harrison  returned  the  flat- 
tery: Jimmy  Lee,  he  told  us,  "is  the 
best  new-business  man  and  risk- 
taker  there  is  on  Wall  Street." 
But  shortly  after  the  story 
came  out  Chase  agreed  to  ac- 
quire investment-banking 
tique  Beacon  Group  and  to 
give  its  chairman,  Geoffrey  Boisi,  Lee's 
job  as  head  of  Chase's  investment 
banking  division.  What's  going  on? 
Lee  insists  that  he  is  happy  with  a  re- 
duced role  as  a  dealmaker,  since  he 
wants  to  spend  more  time  with  his 
three  children.  Still,  Lee's  future  at 


flashbacks 


80  YEARS  AGO  IN  FOR  B  E  S  SEPTEMBER  4.  1920 

Immigrants  Needed  American  Indus 

tries  should  realize  that  it  is  good  business  to  help  immigrants 
to  understand  American  institutions  and  citizenship,  to  assist 
them  to  home  stakes  in  this  country,  to  stimulate  thrift  among 
them,  to  encourage  them  to  invest  in  American  securities  and 
to  safeguard  their  investments.  If  we  are  to  keep  immigrants 
here,  where  their  labor  is  so  desperately  needed  and  where 
their  contribution  of  art  and  skill  are  so  vital  in  the  develop- 
ment of  America,  we  must  make  America  increasingly  attrac- 
tive to  them. 


60  YEARS  AGO  IN  FORRES/FERRUARY  15.  1940 

API  HlUrniM3Ting  1063  You  don't  have  to  buy  a  special  lamp  or  fittings  in  order  to  enjoy 
three-way  lighting.  A  bulb  has  been  developed  which  fits  the  standard  light  socket  and  which  will  deliver  a 
40-,  60-  or  100-watt  light  as  desired.  The  brass  base  of  the  bulb  is  slightly  longer  than  standard,  to  leave 
room  for  a  narrow  plastic  "collar"  at  the  base  of  the  glass.  This  collar  covers  three  flat  spring  contacts  which 
are  riveted  to  the  base.  To  obtain  the  desired  wattage,  the  user  simply  turns  this  collar  around. 

IS  YEARS  AGO  IN  FORBES  JULY  I. 1905 

nee  DO  K  M  3D  n  eSS  In  case  you  blinked,  the  hottest  athletic  footwear  for  those  on  the  fast 
track  bears  the  name  Reebok,  a  soft,  lightweight  shoe  worn  for  aerobics  and  racket  sports.  Now,  Reebok  is 
going  public,  and  at  the  height  of  its  popularity— when  else?  Sales  in  the  U.S.  are  likely  to  hit  $200  million 
this  year-up  from  a  wee  $3.5  million  in  1982.  But  will  the  stock  sell  as  well  as  the  shoes?  Should  it?  Fash- 
ions have  a  way  ol  fading.  By  Christmas,  who  knows,  maybe  golf  shoes  will  be  the  rage. 
$100  invested  in  Reebok  stock  at  the  time  of  the  initial  public  offering  would  be  worth  $438  today. 
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Chase  is  uncertain.  There's  no  gua 

antee  he  and  Boisi  will  get  along. 

— Robert  Lenzh 

MAY  31.  1999 

Dress  for  Success 

WHEN  WE  PUT  KATRINA  GARNETT  C 
the  cover  a  year  ago,  the  dish  in  Silict 
Valley  was  that  her  company,  Cro; 
Worlds  Software,  was  terminal.  Thou 
Cross  Worlds  got  attention  after  Garni 
posed  for  an  ad  in  a  sexy  black  dre: 
the  Burlingame,  Calif,  company  stru 
gled  for  financing  to  develop  its  so 
ware,  which  integrates  operations  ai 
enables  e-business. 

A  lot  has  happened  since.  In  Octob 
Garnett  became  chairman,  relinquis 
ing  the  chief  executive  title  to  form 
IBM  manager  Alfred  Amoroso.  Defyii 
the  depressed  new-issues  market,  Cros 
Worlds  went  public  June  1,  though 
dropped  its  offering  price  from  betwe< 
$14  and  $16  to  $10.  First  quarter  re 
enues  doubled  to  $7.7  million,  thou§, 
losses  grew  to  $10.9  million  from  $7 
million  in  the  first  quarter  of  1999.  Wi> 
the  stock  at  a  recent  $13,  Garnett's  3011 
stake  is  worth  $96  million.  — S. 

APRIL  3,  2000 


Bake  Off 


WE  SAID  CHICAGO-BASED  SARA  LEE  W 
a  messy  conglomerate  that  was  tryir 
to  brand  everything  from  lingerie  t 
cheesecake.  Our  remedy:  New  Chi 
Steven  McMillan  should  sell  or  spin  o 
a  couple  of  divisions. 

In  late  May  McMillan  announce 
he  would  take  Coach,  a  leather  goot 
outfit,  and  Sara  Lee's  food  servic 
group  public,  and  sell  two  clothing  d 
visions,  including  Champion,  whic 
makes  sports  apparel.  Will  all  this  helt 
Food  service  is  one  of  Sara  Lee's  fastes 
growing  businesses.  And,  as  we  said  i 
April,  it's  hard  to  see  who's  going  t 
buy  Champion,  with  rival  Fruit  of  th 
Loom  in  bankruptcy.  Maybe  that's  wh 
Sara  Lee's  shares  continue  to  languis 
at  $18.  — Brandon  Copp 


Registering  Domain  Names 

One  by  One 

Is  Like... 


[  Fortunately,  there's  a  better  way.  ] 


Still  wading  in  the  high  costs  and  hassles  of  domain 
registration?  Get  your  fill  for  less  with  BulkRegister.com. 
The  more  you  register,  the  more  you  save. 

BulkRegister.com 

^~THE  B2B  REGISTRAR  ^^ 
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jayne  whitmer. 
customer  service  su 


ou'll 
never 


ir  "can  i  have  your  account  number?" 
an  i  have  your  account  number?" 
i  have  your  account  number?" 
from  3  different  reps  again . 


ervice  people  can  easily  a< 

up-to-the-minute  customer  prof.  omers  won't  have  to  repeat 

i  to  three  or  four  p  ter  solutions. 

:  part  of  v>  idership  in  e-business  solutions 

tionship  applications. 


customer  relationships 


1.888.917.8884       ibm-siebel.com 


ON    YOUR    MIND 


Edited  by  Katarzyna  Monyj 


The  Aftermath 

From  charities  to  cars,  the  dot-com  crash 
is  upending  all  sorts  of  well-laid  plans. 


CHIEF  EXECUTIVE 
INTENDCHANGE  (incubator) 

We  are  not  incubating  any  more  companies.  Instead,  we  are 
focusing  all  our  energies  on  building  the  five  companies  we 
have  been  working  with.  My  partners  and  I  used  to  sit  on  the 
board  of  directors.  Now  we  are  managing  the  companies  we 
incubated.  For  instance,  I  took  on  the  role  of  the  interim 
chief  executive  for  Igeneration,  while  the  old  interim  chief 
has  moved  on.  We  are  still  aiming  to  take  our  ventures  pub- 
lic in  late  2000  or  2001 . 


BRIAN  SHIN 

<  Hll  l  EXECUTIVE 
INFRAWEB 

We  sell  customized  software,  and  incubate  new  technologies 
through  partnerships  with  startups.  Though  my  heart  and 
soul  are  focused  on  startups,  we  are  now  serving  larger  com- 
panies. We  simply  don't  know  if  the  equity  that  we  take  in 
these  startups  is  going  to  be  worth  anything.  It's  a  pity,  be- 
cause we  employ  a  lot  of  young  hotshots  who  thrive  on  the 
excitement  of  the  startup. 

BETTY  JANE  DR0UBI 

BROKFR,  BJ   PROUBI  &  CO. 

(HIGH-END  R]  \i   i  STATE  IN  SAN  FRANCISCO) 

A  few  months  ago  we  had  a  house  list  for  $860,000,  and  after 
1 8  bids  it  wont  lor  $  1 .7  million.  Now  that  house  would  be  lucky 
to  gel  2  or  *  bids  at  $1.2  million.  The  market  is  still  good 
enough  to  drive  the  bids  above  asking  price.  Most  people  were 
putting  down  50%  as  -i  down  payment,  and  now  we're  seeing 
only  20%.  People  are  also  less  likely  to  do  lavish  things  to  get  a 
seller's  attention,  like  send  over  a  catered  dinner  or  promise  to 
name  their  firstborn  after  the  seller,  like  before. 


SCOTT  COTE 

Gl  M  R  \l    MANAGER 

LOSG  \los  FERRARI,  l.OS  GATOS,  CALIF. 

One  dot-com  entrepreneur  backed  out  of  a  purchase  of  a 

Ferrari  at  $200,000  just  after  the  crash.  He  said  he  had  lost 

thirds  of  his  personal  net  worth.  But  a  few  days  later  he 

bat  k  and  bought  another  model  Ferrari  that  cost  only 

36     r   o   r   b   f.  s  •  l 


JAAS  OILS  LAI  NE_ 

president  and  chief  executive 
Information  holdings  inc.  (patent 
information  and  services) 

We  are  going  for  the  jugular,  putting  as  much  financial 
pressure  as  we  can  on  our  competitors,  like  Patent- 
cafe.com,  Ventius.com  and  Patentauction.com.  We  can 
afford  it.  We  are  on  the  flip  side  of  the  coin  from  them. 
We  raised  $155  million  in  a  stock  offering  in  March. 
We  have  plenty  of  cash,  no  debt  and  we  are  profitable, 
while  they  are  dependent  on  the  capital  market.  Our 
sales  and  marketing  budget  will  increase  by  $10  mil- 
lion this  year.  Some  of  their  people  have  already  ap- 
proached us  for  jobs,  but  we  are  not  hiring  competi- 
tion indiscriminately. 


$150,000.  And  he  paid  cash  as  they  always  do.  They're  stil 
pretty  rich.  Compared  to  their  parents  they  made  money  i 
an  easy  way,  and  they  still  aren't  able  to  stop  spending  it. 


ANDREW  G.  PARKER 

CHIEF  EXECUTIVE 

MERCANTEC  (E-COMMERCE  SOFTWARE) 

We  were  planning  an  IPO,  and  I  was  hoping  to  use  some  o 
the  money  to  pay  down  the  $3  million  mortgage  of  m\ 
church.  The  poor  market  has  set  me  back  12  months.  As  foi 
my  personal  investing,  I'm  more  of  a  mutual  fund  buyer.  1 
have  no  Internet  holdings  apart  from  my  investment  in  Mer 
cantec.  I've  got  three  little  girls  to  put  into  college. 

— By  Erika  Brown  and  Josephine  Let 


If  you  have  $500,000  to  invest,  you  qualify  for  customized  asset  management. 
Welcome  to  the  club.  Let's  talk  sometime. 

Atlanta  •  Boston  •  Chicago  •  Dallas  •  Houston  •  Los  Angeles  •  Miami  •  New  York 

Philadelphia  •  San  Francisco  •  West  Falm  Beach 

Private  Asset  Management   |  Trust  Company  Services 


1-877-232-4859 


NEUBERGER    BERMAN 


www.nb.com 
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There's  an  engine  inside  you.  Not  just  any  engine  It's  an  amazing  Honda  engine,  just 

like  the  one  you'll  find  under  the  hood  of  the  Accord  Y-6  Coupe.  It  creates  a  whopping 
THE    ACCORD    COUPE. 

200  horsepower.  But  that's  not  all.  This  uniqueV-b  has  low  emissions,  too.  So  it  has  less 
IT'S  ONE  POWERFUL  CAR. 

impact  on  the  environment.  Its  powerful,  yet  sensitive.  Its  a  lion  andz  lamb.  Your  inner 

powerplant  is  proof  that  when  you  tap  into  your  Accord  potential,  anything  is  possible. 


§HOXDA 


Dare  to  be  a  winner.  Call  1-800-33-HONDA,  or  lr\  www.honda.com  today!  evm  Vmerican Honda V 


FACT  AND   COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


NEXT,  MOSCOW  MUST  MURDER  THE  MAFIA  "TAX" 


E  RUSSIAN  GOVERNMENT  RECENTLY  ANNOUNCED  THAT 
vill  radically  simplify  its  utterly  incomprehensible,  dys- 
lctional  tax  regime.  Out  the  window  (assuming  likely 
ima  assent)  will  go  the  personal  income  tax;  it  will  be  re- 
ced  with  a  simple  flat  tax  with  a  rate  of  13%.  Loopholes 
1  be  closed.  Some  levies  such  as  those  on  gasoline  and  cig- 
ttes  will  be  boosted.  Russia's  tax  system,  which  makes  ours 
ik  lucid  and  simple,  badly  needs  a  drastic  overhaul.  In- 
dibly,  the  International  Monetary 
nd  never  pushed  for  such  a  re- 
in, futilely  nagging  instead  about 
:  need  for  "better  enforcement." 
When  new  President  Putin  put  to- 
her  a  think  tank  to  come  up  with 
and  other  economic  reforms  a  few 
>nths  back,  the  Russian  stock  mar- 
experienced  a  Nasdaq-like  rally. 
The  old  code's  very  incompre- 
tisibility  and  Draconian  levels 
xes  exceed  the  national  income) 
yed  into  the  hands  of  local  mafias 
it   would    demand    protection 


money  to  keep  tax  collectors  at  bay.  The  tax  system  has  been 
a  huge  breeder  of  corruption. 

And  that  gets  to  the  nub.  To  get  a  real  flowering  of  entre- 
preneurship,  Putin  must  genuinely  attack  the  endemic  cor- 
ruption all  the  way  to  the  top.  Otherwise,  that  13%  tax  rate 
will  pale  in  comparison  with  the  "taxes"  levied  by  mobsters. 
Many  would-be  businesspeople  won't  take  the  risk  of  starting 
or  running  a  business  that  means  risking  their  lives  if  they 

don't  play  ball  with  the  extortionists. 
By  the  way,  isn't  it  ironic  that 
the  Russians  are  moving  to  enact  a 
flat  tax  before  the  proto-capitalist 
Americans? 

And  I  must  confess  to  a  wry 
smile  when  the  New  York  Times, 
which  repeatedly,  vociferously 
trashed  the  flat  tax  when  Yours  Truly 
was  on  the  campaign  trail,  now  hails 
President  Putin  in  an  editorial  enti- 
tled, "Russia's  Promising  Tax  Plan" 
for  "radically  simplifying  the  code 
and  slashing  rates." 


STAND-PATTERS 


CE  PRESIDENT  GORE  AND  HIS  BRASS-KNUCKLED  SURRO- 
tes  will  soon  go  all  out  in  a  ferocious  and  sustained  attack 
ainst  Governor  George  W.  Bush.  Their  target:  the  Gover- 
ns proposal  to  allow  workers  the  opportunity  to  have  a 
tail  portion  of  their  Social  Security  taxes  go  into  their  own 
:irement  accounts.  If  the  putative  Republican  nominee 
Ids  his  ground,  which  he  will,  the  attack  will  boomerang. 

Younger  Americans,  especially,  know  the  current  system  is  a 
v  deal.  They  will  get  a  zero-to-negative  return  on  all  the  money 
?f  pay  into  it.  Even  if  the  system  survives,  not  privatizing  a 
:ce  of  it  would  be  an  enormous  missed  opportunity,  one  that 
>uld  particularly  benefit  struggling,  low-income  Americans. 

Personal  retirement  accounts  would  enable  people  who 
e  paycheck  to  paycheck  to  accumulate,  literally,  hundreds  of 
Dusands  of  dollars  by  the  time  they  retire.  Most  people  know 
>m  experience  that  there  is  a  vast  gap  between  earning  mon- 
and  accumulating  capital.  A  reformed  Social  Security  sys- 
n  would  close  that  gap  in  one  fell  swoop.  Though  such 
ystem  would  be  optional,  most  people  would  quickly  sign  on. 

There  would,  of  course,  be  safety  rules  governing  mutual 


funds  that  offered  such  accounts,  assuming  you  wanted  to 
put  a  piece  of  your  money  into  the  stock  market.  That,  too, 
would  be  up  to  the  individual,  who  might  prefer  to  have  the 
money  go,  say,  into  bank  CDs  insured  by  the  government. 

Gore  and  likeminded  critics  carp  that  such  a  reform  would 
needlessly  risk  people's  retirement.  But  the  real  risk  is  sticking 
with  the  current  rickety,  low-or-no-return  status  quo.  Those 
who  say  that  the  market  is  now  too  high  miss  the  obvious  fact 
that  a  person  would  be  investing  money  each  month  of  his 
working  life,  not  all  at  once.  Money  would  thus  go  in  during 
good  markets  and  bad.  These  people  clearly  haven't  heard  of 
dollar-cost  averaging:  If  a  share  of  a  fund  is  at  $10  and  you  in- 
vest $10,  you  would  have  one  share;  say  the  next  month  the 
market  plummets  and  the  share  price  is  halved,  you  would  buy 
two  shares;  if  the  following  month  the  market  recovers  to  $10, 
your  account  would  be  worth  $40  (four  shares  times  $10).  So, 
although  the  market  did  not  advance  over  the  three-month 
period,  the  value  of  your  investment  would  be  up  33%. 

Whether  it's  taxes,  education,  Social  Security  or  other  is- 
sues, Clinton-Gore  Democrats  are  reactionaries. 
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A  MAMMOTH  MILITARY  MARVEL 

TV  DOCUMENTARIES  AND  VIDEOS  CAN'T  DO  JUSTICE  TO  THE  Perhaps  most  impressive  is  that  the  bulk  of  the  crew  are  i 

operations  of  America's  aircraft  carriers.  You  have  to  be  on  one  their  early  20s.  Some  have  never  made  it  through  high  school,  1 
to  begin  to  appreciate  these  extraordinary  floating  airports.  alone  college.  For  many,  given  their  personal  backgrounds,  tr 
These  vessels  are  behemoths.  One  of  the  largest  of  them,  the  Navy  is,  in  effect,  their  first  family.  That  these  kids  (at  least  in  th 
USS  Abraham  Lincoln  (which  I  visited  in  April),  weighs  almost  aging  man's  eyes)  can  carry  out  major  responsibilities  in  such 
100,000  tons,  has  a  full-time  crew  of  about  5,000  (including  its     dangerous  environment  is  extraordinary.  That  there  are  so  fe 

accidents  is  a  tribute  to  their  training  an 
the  team  spirit  the  Navy  is  able  to  insn 
in  them.  The  other  services  undoubted 
do  the  same  with  their  people. 

All  of  the  services  have  retention  i: 

sues,  but  the  problem  is  acute  for  tt 

Navy.  Service  pay  has  badly  lagged  th 

rest  of  the  economy  since  the  bi 

boosts  of  the  early  1980s.  An  enliste 

earns  about  $1,000  a  month  (a 

lowances  for  spouses  and  children  ai 

inadequate).  The  captain  of  an  extn 

ordinary  enterprise  like  this  has  an  ax 

nual  base  pay  ranging  from  $48,000 1 

$84,000,  depending  on  his  years  of  sei 

vice.  Thanks  to  the  difficulty  of  attracting  recruits,  those  a 

ready  in  have  to  do  more,  which  is  not  good  for  long-terr 

morale,  particularly  considering  that  a  typical  cruise  on 

carrier  is  six  months.  Remember,  privacy  barely  exists  on 

vessel  like  this  one.  In  addition,  Washington  has  been  shor 

sightedly  stingy  regarding  spare  parts. 

While  no  other  nation's  military  comes  close  to  the  so 
phistication  of  ours,  we  are  in  danger  of  letting  our  service 
run  down  the  way  we  did  in  the  1920s  and  '30s  followin 
World  War  I,  when  it  appeared  we  would  never  again  face 
major  security  threat.  Will  we  be  so  shortsighted  once  again 
The  prognosis,  alas,  is  anything  but  good. 


permanent  air  wing)  and  can  travel  over 
30  knots  per  hour.  But  what  is  truly  strik- 
ing is  how  much  is  done  in  a  compara- 
tively small  amount  of  space.  The  deck 
for  aircraft  operations  amounts  to  4.5 
acres.  When  a  commercial  aircraft  lands 
at  an  airport,  it  taxis  several  thousand  feet 
before  coming  to  a  halt.  On  this  carrier 
the  runout  (the  area  from  where  a  fighter 
jet  lands  to  where  it  stops)  is  340  feet.  An 
incoming  fighter  will  go  from  120mph  to 
a  full  stop  in  two  to  three  seconds.  Even 
landing  in  a  propeller  plane,  as  we  did,  is 
a  jarring  experience,  when  for  an  instant 
you  feel  your  weight  has  quadrupled. 

On  the  day  I  was  aboard,  rookie  pilots  (the  Abraham  Lin- 
coln's regular  air  wing  was  on  land)  took  turns  trying  to  qual- 
ify for  landing  on  a  carrier.  It  is  amazing  to  behold  the  split- 
second  timing  of  these  operations,  with  jets  regularly  landing 
and  taking  off  in  such  a  small  area.  Even  more  awesome  is  wit- 
nessing close-up  these  rapid  landings  and  takeoffs  at  night. 
( Controllers,  standing  on  the  side  of  the  deck,  observe  incoming 
aircraft  with  less-than-seasoned  pilots  and  must  quickly  decide 
whether  a  plane  should  be  allowed  to  land  or  be  waved  off. 
When  to  let  a  pilot  know  his  landing  is  aborted  requires  preci- 
sion timing — turn  him  away  too  soon  and,  given  the  nature  of 
aerodynamics,  the  plane  will  smash  into  the  deck  or  the  water. 


Carriers  like  the  Abraham  Lincoln  are  operational 
miracles.  But  Washington  wishful  thinking  and 
neglect  undermine  military  morale  and  readiness. 


ILLUMINATING  TALE 


The  Hours  of  the  Virgin— by  Loren  D.  Estleman  (Mysterious 
Press,  $23).  In  the  eyes  ol  some,  the  novel  is  on  a  higher  liter- 
ary plane  than  the  mystery.  Those  individuals  haven't  read  Es- 
tonian's famous  Amos  Walker  series.  Plenty  of  suspense,  fast- 
paced  action  and  spine-tingling  twists  and  turns, 
ol  course.  Hut  unlike  so  main  pretentious  works  of 
fiction  today,  Estleman's  hardboiled,  Detroit-based 
tales  of  intrigue,  wrongdoing  and,  ultimately,  jus- 
tice develop  three-dimensional,  often  unforget- 
table characters  (among  them  in  this  book,  a  Larry 
1  Ivnt  like  pornographer)  set  in  finely  wrought, 
factually  described  settings.  What  help  make  pro- 
tagonist Walker  believable  mk\  empathetk  are  his 
cynical,  searing  insights  and  wisecracks  and  his 
politically  incorrect  habits  of  smoking  and  drink- 
ing (the  liquid  of  choice:  >,ood  old  scotch,  not  wine). 

\t  the  center  of  this  tale  is  the  late  of  a  stolen  medieval  illu 


IPREND 
ESTLEMAN 

THEHQURS 

VfOFTHE 
IRGIN^ 


minated  manuscript.  There  are  murders  and  attempted  mui 
ders,  and  old  and  new  crimes  are  intriguingly  connected.  A  si 
perb,  can't-put-it-down  read.  If  Charles  Dickens  had  attempte 
to  write  mysteries,  Esdeman's  oeuvre  would  have  been  the  resul 
Excerpt  Vie  Erin  Go  Bar,  located  a  few  doors  dow 
from  Most  Holy  Trinity  Church,  is  just  about  a 
that's  left  ofCorktown.  When  the  Irish  ran  Detroit,  i 
was  the  seat  of  government,  and  if  you  wanted  tofi. 
a  ticket  or  submit  a  bid  to  build  something  for  th 
city,  you  passed  up  the  Old  City  Hall  entirely,  ordere 
a  drink  at  the  Erin,  and  waited  at  the  bar  until  yo\ 
were  called— if  you  were  called.  If  you  were  in  gooc 
you  got  to  go  upstairs  to  the  Shamrock  Club.  Ifyo\ 
weren't,  you  finished  your  drink  downstairs  and  wen 
home  and  either  packed  your  things  or  put  a  bulk 
through  your  head,  because  your  chances  of  ever  doing  business  ii 
this  town  were  worse  than  the  liquor  they  sold  you  at  the  bar. 
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NetJets. 

For  People 

Who  Value  Experience, 

Choice  and  Time. 


i 


ience  Counts 

6,  Executive  Jet,  Inc.  introduced  the 
s  fractional  aircraft  ownership  program, 
tionizing  business  aviation  and  making 
I  affordable  than  ever  before.  This  year, 
ly  more  than  180,000  flights  to  over  90 
ies  to  support  our  NetJets  fractional 
t  owners.  You  buy  only  what  you  need 
t  your  transportation  requirements, 
bility,  costs  and  a  buyback  of  your  asset 
aranteed. 

es  Matter 

s  offers  12  different  types  of  the  world's 
safest  and  most  reliable  light,  midsize  and 
abin  aircraft  to  meet  our  owners'  varying 


needs.  In  2000,  we  will  operate  over  330  aircraft 
to  support  our  NetJets  owners.  Since  1997, 
NetJets  has  ordered  40%  of  the  world's  business 
jets  (over  600  aircraft  worth  Si 3  billion). 

Time  Counts 

NetJets  owners  gain  time  and  efficiency  while 
balancing  their  business  and  personal  lives. 
NetJets  programs  are  available  in  the  U.S., 
Europe  and  the  Middle  East.  Owners  can  fly  in 
any  NetJets  program  on  an  interchange  basis 
without  having  to  purchase  additional  shares. 

The  Industry  Leader 

Since  1963,  we  have  gained  more  corporate 
aviation  experience  than  any  other  company. 
With  the  most  advanced  management  software 


system  in  corporate  aviation,  NetJets  provides 
you  with  the  world's  most  personalized  service. 
Benefit  from  our  experience...  have  more  aircraft 
choices...  and  gain  valuable  time.  Choose  NetJets 
and  find  out  how  affordable  the  ultimate  in 
business  and  personal  transportation  can  be. 

1-800-821-2299 

www.netjets.com 

NetJets^ 
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The  pioneer  and  worldwide  leader  in 
fractional  aircraft  ownership."" 

Executive  Jet  is  a  Berkshire  Hathaway  Company 
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MAKE   MONEY   INVESTING    ONLINE?    BE    HONEST. 


NO?  YOU'RE   NOT  ALONE. 

MOST  ONLINE   INVESTORS  LOSE  MONEY. 

WHY? 

BECAUSE  THEY'RE  DOING   IT  ALONE. 
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SEE  HOW  OUR  FINANCIAL  CONSULTANTS  CAN 


salomonsmithbarney.com 
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THER  COMMENTS 


In  Mexico  an  air  conditioner  is  called  a  politician  because 
it  makes  a  lot  of  noise  but  doesn't  work  very  well. 

— LEN  DEIGHTON,  Mexico  Set,  1986 


Promising  Flail  The  Russian  government  asked  parlia- 
ment to  replace  the  country's  progressive  but  largely  dysfunc- 
tional personal  income  tax  with  a  simple  flat  tax.  It  will  not  be  easy 
to  make  the  flat  tax  and  other  reforms  work.  Corruption  and 
bureaucratic  incompetence  will  not  disappear  overnight.  But 
Vladimir  Putin  is  starting  his  economic  reform  in  the  right  place. 
If  Russia  can  get  its  tax  system  in  order  and  the  Kremlin  can  begin 
to  count  on  a  steady  source  of  income  for  government  programs, 
the  country  can  at  last  begin  to  deal  with  some  of  its  chronic 
problems,  including  a  failing  health  care  system,  erratic  law  en- 
forcement and  the  poverty  of  millions  of  elderly  citizens. 

—New  York  Times 

1 1  me  Bomb  The  lesson  of  Social  Security's  history 
should  be  clear:  Unless  elected  officials  stop  behaving  the  way 
they  have  for  the  past  60  years,  any  attempt  to  ensure  Social 
Security's  solvency  by  building  a  large  trust  fund  reserve  will 
likely  fail.  As  former  Representative  Andrew  Jacobs  (D-Ind.) 
put  it:  "It'll  be  like  walking  through  a  bad  neighborhood  with 
a  diamond  ring."  The  pursuit  of  such  a  reserve  will  ultimately 
lead  to  program  expansions,  either  in  Social  Security  or  else- 
where. It  will  raise  the  burden  of  government  borne  by  both 
current  and  future  generations  of  taxpayers. 

—JOHN  F.  COGAN,  Wall  Street  Journal 

Value  System  "That  psalter  on  the  easel  nearest  you 
dates  back  to  the  tenth  century.  It  predates  the  invention  of 
cheap  self-oxidizing  ink  and  acid-content  paper  by  nearly  a 
thousand  years.  Barring  fire  or  deliberate  destruction,  it  will  still 
exist  in  a  state  close  to  the  original  a  century  after  all  the  reference 
books  in  which  it  appears  have  returned  to  corruption.  Modern 


"My  client  is  not  u  counterfeiter,  your  Honor; 
he  merely  cloned  a  lot  of  twenties." 


books  are  doomed  at  birth,  their  every  line  impregnated  wit 
the  spores  of  its  own  death.  Figure  in  a  regard  for  venerabl 
things  that  increases  in  direct  proportion  to  their  irrelevana 
and  you  see  before  you  the  nearest  thing  there  is  to  immortalit) 
A  hand  that  would  cut  the  throat  of  an  infant  without  quiverin 
would  be  struck  lifeless  before  the  blade  touched  one  leal 
Human  life  is  worthless  compared  to  that  dead  animal  skin." 
— The  Hours  of  the  Virgin,  by  LOREN  D.  ESTLEMA* 

VjrOOQ  1  ip  An  automatic  demerit  goes  to  the  waiter  o 
waitress  who  unfurls  your  napkin  and  flattens  it  onto  you 
lap.  He  or  she  has  been  handling  dirty  plates,  linens  an< 
money  for  the  past  hour;  now  she  touches  the  snowy  clot! 
that  will  later  brush  my  lips.  I  keep  a  very  short  list  of  peo 
pie  who  are  allowed  to  touch  my  lap,  and  an  even  shorte 
list  of  people  who  are  allowed  to  touch  my  wife's.  A  wake 
or  even  a  waitress  to  whom  I  have  never  been  introduced  i 
extremely  unlikely  to  have  made  it  onto  either. 

—JEFFREY  STEINGARTEN,  The  Man  Who  Ate  Everything 

Devolution  Civilizations  decline,  cultures  evaporate,  an( 
empires  disappear  for  complicated  reasons  any  historian  wil 
gladly  elucidate  at  the  drop  of  a  federal  grant,  but  this  is  a  lot  o 
foolishness.  Things  go  to  hell  for  smallish  and,  at  the  time,  im- 
perceptible reasons  that  nobody  notices.  One  little  mistake  leads 
to  another  and  a  trend  develops  until  after  many  days  there  i; 
no  turning  back.  Then  things  go  into  a  smash  and  we  no  longa 
have  a  Holy  Roman  Empire,  or  any  high  school  children  who 
can  spell,  or  any  rabbits  in  the  swamp  or  any  mallards  in  th« 
cove,  and  nobody  in  the  legislature  who  can  pronounce  no. 
—JOHN  GOULD,  It  Is  Not  Now:  Tales  of  Maim 

Lack  of  Judgment  Question:  Could  you  see  himfrot 
where  you  were  standing? 

Answer:  I  could  see  his  head. 

Q:  And  where  was  his  head? 

A:  Just  above  his  shoulders. 

*** 

Q:  Now,  you  have  investigated  other  murders,  have  you  not, 

where  there  was  a  victim? 

*** 

Q:  Are  you  qualified  to  give  a  urine  sample? 

A:  Yes.  I  have  been  since  early  childhood. 

— actual  courtroom  exchanges  listed  on  the  Web  site  of  J 

the  National  Association  of  Forensic  Economics,! 

in  the  CPA  Client  Bulletin] 
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your  e-busine 
W«d  right  here 


Do  you  really  know  what  goes  on  in  the  minds  of 
your  e-customers?  What  they  might  be  thinking 
about  buying?  Or  not  buying?  And  why?  That's 
where  you  need  e-Intelligence  from  SAS.  With 
e-Intelligence,  you  can  quickly  integrate  bricks- 
and-mortar  data  with  clicks-and-mortar  data.  To 
reveal  insights  that  can  help  you  optimize  online 
merchandising,  recognize  cross-selling  opportuni- 
ties, build  greater  customer  loyalty,  and  establish 
more  profitable  relationships  with  your  very  best 
e-customers.  To  learn  more  about  e-Intelligence 
from  SAS,  and  what  it  can  do  for  your  business, 
phone  1-919-677-8200  or  stop  by  www.sas.com. 


The  Power  to  Know* 


rsas 

.m  e-Intelligence 


product  of  service  names  ate  reg;  in  9*  USA  and  other  coun:r«s.fl> indicates  USA  regisirat.cn  6  2000  SAS  institute  Inc     35599US0600 


Database 

Microsoft  or  Oracle 

Get  a  complete 
e-business  suite 
from  Oracle. 

Marketing 

Epiphany  or  Oracle 

Sales 

Siebel  or  Oracle 

Web  store 

IBM  or  Oracle 

Procurement 

Commerce  One  or  Oracle 

Manufacturing 

SAP  or  Oracle 

Supply  Chain  Mgmt 

i2  or  Oracle 

i 

Financials 

SAP  or  Oracle 

Human  Resources 

PeopleSoft  or  Oracle 

Support 

Clarify  or  Oracle 

Or  assemble 

software  from 

10  different  vendors 

(no  instructions  included). 

The  choice  is  yours. 

www.oracle.com 


COMMENTARY 


3n  Events  at  Home  and  Abroad 

3y  Caspar  W.  Weinberger,  chairman 


SOVEREIGNTY  IS  STILL  ALIVE  AND  WELL-FORTUNATELY 


THIS  TIME  OF  GLOBALIZATION,  WITH  BOUNDARIES  CRUM- 
lg  because  of  technology  and  the  world  more  intercon- 
ted  than  ever,  we  might  well  ask  whether  the  concept  of  na- 
nal  sovereignty  still  has  any  meaning.  This  question  is 
oming  more  relevant  as  the  U.N.'s  treaty  establishing  an  in- 
national  criminal  court  moves  closer  to  being  imple- 
nted.  The  Clinton  Administration  has  usually  favored  in- 
national — preferably  U.N". — solutions  in  dealing  with  many 
eign  policy  issues.  So  it  came  as  a  surprise  to  some  when 
U.S.  was  one  of  only  seven  nations  to  refuse  to  sign  the 
me  Statute  of  the  International  Criminal  Court  in  1998. 
But  since  we  refused  to  sign  this  treaty,  is  that  not  the  end 
it  as  far  as  the  U.S.  is  concerned?  Unfortunately,  no,  which 
vhy  the  June  hearings  on  a  related  issue  by  the  Senate  For- 
n  Relations  Committee  are  so  important 

angerous  Move 

e  U.N.  treaty  creates  the  International  Criminal  Court 
3C),  which  will  have  the  power  to  indict,  try  and  punish  by 
prisonment  anyone,  anywhere  in  the  world,  accused  by  the 
urt  of  "war  crimes,  crimes  against  humanity,  genocide" — 
as  defined  by  the  treaty — and  crimes  of  aggression,  which 
ve  yet  to  be  defined  (The  court's  judges  will  be  the  final 
liters  in  interpreting  the  treaty)  In  short,  the  treaty  gives 
e  ICC  the  right  to  try  and  imprison  U.S.  citizens,  including 
r  military  and  other  government  officers,  even  though  we 
ve  refused  to  sign  it,  let  alone  ratify  it 
Many  scoff  at  the  idea  that  an  American  could  be  jailed  by 
oreign  court  under  a  treaty  to  which  we  are  not  a  party.  But 
.y  should  recall  what  happened  to  General  Augusto  Pinochet 


of  Chile,  even  without  this  treaty,  while  he  was  receiving  med- 
ical care  in  London.  Pinochet  was  arrested  in  Great  Britain 
after  Spain  requested  his  extradition  on  charges  of  ordering  the 
deaths  of  Spanish  citizens  when  he  was  head  of  Chile's  govern- 
ment. Britain's  highest  court  ruled  that  Pinochet  could  be  ex- 
tradited and  tried  in  Spain,  even  though  Great  Britain  had  no 
connection  to  him  and  Spain's  was  tenuous  at  best 

The  Senate  Foreign  Relations  Committee  hearings  con- 
cern a  bill  that  Chairman  Jesse  Helms  (R-N.C.)  is  ready  to 
introduce  called  the  American  Servicemen's  Protection  Act 
of  2000.  It  would  effectively  block  any  U.S.  court  or  agency 
from  cooperating  with  the  ICC  and  would  forbid  U.S.  par- 
ticipation in  any  U.N.  peacekeeping  or  other  operation  un- 
less the  U.N.  agreed  to  exempt  all  U.S.  troops  from  the  new 
court's  jurisdiction.  The  act  would  also  end  military  aid  for 
any  country  that  ratifies  the  treaty  unless  that  country  agrees 
to  protect  U.S.  personnel  from  the  ICC. 

American  forces  stationed  abroad  are  currently  governed 
by  bilateral  status-of-forces  agreements  that  cover  such  mat- 
ters as  jurisdiction  in  the  event  a  crime  is  committed,  etc. 
These  are  agreements  negotiated  with  the  countries  in  which 
our  forces  are  stationed  and  are  not  imposed  on  us  by  an  in- 
ternational court  that  we  have  refused  to  join. 

Even  if  the  Administration  stands  firm  in  refusing  to  join 
this  treaty,  we  should  enact  a  bill  protecting  our  military  serv- 
ing overseas  from  foreign  prosecution  by  those  who  do  not 
agree  with  our  policies.  At  least  the  prospect  of  Mr.  Clinton's 
being  tried  by  such  a  kangaroo  court  on  charges  brought,  for 
example,  by  Iraq  should  prevent  any  backsliding  by  his 
Administration. 


A  WAY  TO  HAVE  BOTH 


KEN  THE  HOUSE  AGREED  TO  GRANT  PERMANENT  NORMAL 
ade  Relations  to  China,  giving  up  its  required  annual  re- 
<-*w  of  China's  human  rights  record,  little  attention  was  paid 

clauses  in  the  bill  creating  a  new  commission  and  a 
andatory  review  by  the  House  itself  of  China's  human 
;hts  record.  Those  clauses  were  written  into  the  trade  bill 

Representative  Christopher  Cox  (R-CalifJ,  aided  by  Rep- 
ientative  Douglas  Bereuter  (R-Nebr.j,  as  well  as  by  Repre- 
itative  Sander  Levin  (D-MichJ,  who  added  the  indepen- 
nt  commission. 

The  amendments  require  review  by  the  House  Foreign  Af- 


fairs Committee  of  12  specific  areas  of  China's  policies,  in- 
cluding human  rights,  freedom  of  religion  and  labor  rights. 
They  also  increase  funding  for  Radio  Free  Asia  and  call  for  Tai- 
wan's immediate  admission  to  the  World  Trade  Organization. 
These  welcome  additions  to  the  Permanent  Normal 
Trade  Relations  bill  were,  of  course,  denounced  by  the  Peo- 
ple's Republic  of  China  The  Senate's  actions  on  the  Cox  pro- 
posals and  the  commission  are  therefore  all  the  more  impor- 
tant If  the  Senate  should  kill  the  mandatory  review  by  the 
House,  China  will  be  free  to  add  to  its  atrocious  human 
rights  record  without  any  accountability.  F 
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Assurance 

Tax 

Consulting 

When  you  travel  at  Internet  speec 
unexpected  obstacles  can  appear 
out  of  nowhere.  That's  where  oui 
e-Tax  Solutions  come  in.  Our 
strategic  approach  helps  you  hance 
critical  tax  issues  and  steer  clear 
of  obstructions,  which  means  you 
drive  for  success  can  be  a  much 
faster  ride. 

For  further  information,  coocr. 

Jeffrey  M.  Stein, 
Vice  Chairman— Tax; 
Michael  S.  Burke, 
Partner  in  Charge, 
e-Tax  Solutions 

etaxsolutions@kpmg.com 


Its  time  for  clarity.- 


1IGITAL   RULES 


y  Rich  Karlgaard,  publisher 

lisher@forbes.com 


180  DEGREES  OF  ROBERT  SHILLER 


WENT  IS  BORN  OF  THE  EXPERIENCE  OF  HAVING  BEEN 

d  around  the  ears  too  many  times  owing  to  . . .  poor 

nent.  Translated:  Next  time,  I  swear  to  God,  I'll  dump 
last  tech  stock  I  own  the  very  second  I  overhear  water- 

:r  speculation  about  when  Nasdaq  will  overtake  the 

.  Got  it?  I've  marked  it  down — as  God  is  my  witness! 
5  laughing,  you  contrarians  and  Buffetteers.  Let's  see  you 
a   tgage  your  farm  on  Sun  and  AOL  the  very  minute 

rt  Shiller  turns  up  on  his  third  magazine  cover — a  sure 

.ign. 

m  feeling  pretty  stupid  myself.  I  had  within  grasp — as 

itly  as  February — a  powerful  market-timing  decoder 
i   failed  to  use  it.  The  decoder  was  staring  me  right  in  the 

It  was  . . .  Lester  Thurow,  the  fabled  MIT  economist  and 
jilemished  financial  prognosticator,  uh,  in  the  opposite. 
1   years  ago  Thurow  gave  speeches  decrying  American  cap- 

m.  He  insisted  that  the  U.S.  had  entered  a  stage  of  matu- 
-    wherein  a  1%  to  2%  annual  GDP  growth  was  all  that 

J  be  maintained.  This  was  the  new  speed  limit.  Even  to 

in  that  measly  number,  we  needed  to  look  to  Germany 
i   Japan  for  inspiration.  Thurow  got  it  180  degrees  wrong, 

)urse.  Thereafter,  he  became  Sloan  School  Dean  at  MIT, 
I  gnosticated  little  and  faded  from  view. 

But  late  in  1999  Thurow  emerged  again.  Evidently  a  new 
I  >f  clothes  had  arrived  one  day  in  a  box  from  Silicon  Val- 
t  Lester  slipped  the  clothes  on  and  became  . . .  Lester  the 

Lester  the  New  Economy  rave-dancer.  He  quickly     (with  Shilleresque  commentary,  as  he  might  give  it): 


many  things — proto-guru,  neo-Nehru,  bandwidth  bobo, 
Euro-weenie — they  all  definitely  said  New  Economy. 

The  clearest  sell  sign  in  history  was  right  before  my  eyes! 
Here  it  was  spring  2000,  and  Lester  Thurow  had  just  discov- 
ered the  New  Economy!  In  fact,  he  was  dressed  up  as  the  New 
Economy.  Must  therefore  short  the  New  Economy!  Deep  in 
my  bones  I  knew  I  must  do  this.  But  did  I  act?  No. 

Get  'Em  While  They're  Cold 

On  May  17  last  year  I  recommended  ten  stocks*  to  buy.  Ten 
months  later  the  portfolio  was  up  125%,  hoisted  on  such  big 
shoulders  as  Cisco,  JDS  Uniphase,  Broadcom  and  Inktomi. 
Then  word  of  Lester  Thurow's  new  do  got  out — and  tech 
stocks  dived.  As  of  this  writing  the  portfolio  is  up  a  mere 
47%.  That  gives  an  annual  return  of  43%.  Not  bad.  But  let's 
scupper  it  and  start  a  new  one. 

We'll  call  this  one  the  Robert  Shiller  Account,  named  after 
that  other  marvelous  economist  of  the  hour,  that  sour  don- 
key at  Yale  who  hustles  the  term  "irrational  exuberance"  and 
is  appearing  on  every  newspaper  page,  spreading  doom  and 
Dow  6000.  What  I  failed  to  do  with  Thurow  is  what  I'll  do 
with  Shiller — use  him  as  a  180-degree  compass.  If  Shiller  says 
stocks  are  going  down,  it's  a  sure  sign  they're  going  up.  Fur- 
ther, if  he  thinks  technology  a  pile  of  dog  manure,  it's  sure  to 
be  chocolate  ice  cream. 

So  here  is  our  new  180  Degrees  of  Robert  Shiller  Account 


led  an  Atlantic  Monthly  cover  story  extolling  New  Econ- 
Diy  virtue.  Then — presto!  A  Thurow  book  appears,  calling 
Building  Wealth:  New  Rules  for  Individuals,  Companies 
1 1  Countries.  In  its  301  pages  Thurow  hands  down  the  se- 
lf will  be  the  Bill  Gateses  of  the  world,  not  the  Rocke- 
I    rs,  Carnegies  or  Mellons,  who  will  land  on  top.  (Brace 
elf.)  But  there  is  a  bigger  shocker  to  come:  The  U.S.,  not 
n  or  Europe,  is  "poised  to  do  well  in  the  New  Economy." 
As  I  said,  I  had  had  this  unfailing  signal  within  eyeshot — 
1  I  Degrees  of  Lester  Thurow — and  failed  to  see  it.  The 
s  le:  a  cocktail  party  at  a  financial  gathering  last  February.  I 
I    fetched  my  drink  and  spun  around,  and  there  was  Lester, 
t  famous  Wrigley-Field-outfield-wall  haircut  was  now 
ed  down  and  swooped  back  and  lay  atop  the  buffed  Y2K 
lei,  who  was  wearing  some  kind  of  drapey  Euro  tux- 
— with  no  tie.  No,  it  was  a  collarless  shirt,  riding  high  up 
t   neck.  Sort  of  a  white  mock  turtle- 
r  k  with  buttons.  Was  that  a  pearl  but- 
t    at  the  top?  Perhaps.  The  effect  was 


□ 


•  Webvan.  Hyped  to  the  moon,  it  can  never  make  money;  its 
FedEx-type  idea  of  same-day  delivery  is  a  pipe  dream; 

•  Microsoft.  Broken  beyond  repair  by  DOJ  and  network 
computers; 

•  AT&T.  Old  Economy  circuit-switched  bozos; 

•  WorldCom.  Has  run  completely  out  of  financial  engineer- 
ing tricks; 

•  Covad.  Dead  meat  when  the  Baby  Bells  see  what  it's  doing; 

•  Red  Hat.  Nobody  will  ever  make  money  off  of  this  neo-hip- 
pie/commie  software  movement  called  Linux; 

•  Silicon  Valley  Bank.  As  IPOs  shrivel,  so,  too,  will  the  SVB 
share  price; 

•  Xerox.  Top  corporate  immune  system  in  America;  it  kills 
any  good  idea; 

•  Novell.  Squeezed  between  NT  and  a  CEO  too  nerdy  for  the 
top  job. 

Time  to  buy,  buy,  buy!  T 


For  further  discussion  of  this  and  other 

topics,  go  to  the  forum  at  our  Web  site     'WorldCom,  AT&T,  Cisco,  Lucent,  IBM,  Sun, 

at  www.forbes.com/karlgaard.  Novell,  Broadcom,  JDS  Uniphase,  Inktomi. 
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The  Music  Man 


media   i   A  record  business 
can  produce  a  torrent  of  cash, 
but  it's  an  uncertain  torrent. 
Warner's  Roger  Ames  has  a 
tough  job  on  his  hands. 

BY  BRETT  PULLEY 

ROGER  AMES  WAS  QUITE  THE  HOST 
at  the  Grammy  party  he  staged  a 
few  months  back.  The  new  chief  of 
one  of  the  world's  largest  music  compa- 
nies, Warner  Music  Group  ( 1 999  sales: 
$3.8  billion),  held  sway  at  the  Dorothy 
Chandler  Pavilion  in  Los  Angeles. 

The  brass  of  parent  Time  Warner 
gathered  for  a  company  photo — Chair- 
man Gerald  Levin  and  President  Richard 
Parsons,  flanked  by  film  studio  bosses 
and  record  label  heads.  "You  may  never 
get  all  these  people  together  again,"  one 
wag  breathlessly  observed. 

That's  for  sure.  Nine  months  after 
Ames  took  on  the  toughest  challenge  in 
music — reviving  Warner  Music  after  six 
years  of  largely  self-imposed  misfor- 
tunes— he's  about  to  clean  house.  Some 
faces  in  the  photo  just  might  change. 

Warner  Music  provides  9%  of  Time 
Warner's  $7.3  billion  operating  income 
(in  the  sense  of  net  before  amortization, 
interest  and  taxes).  Time  Warner  wants 
more.  Already  3,000  jobs  will  be  cut  as 
the  division  merges  with  British  giant 
i  Ml  Music.  Several  artists  have  been 
dropped,  and  at  least  one  key  executive 
was  pushed  out.  Now  many  are  wonder- 
ing who  gets  axed  next — and  what  else 
Ames  has  in  mind. 

Ames,  who  ran  PolyGram's  music 
group  before  taking  the  Warner  job  last 
October,  refuses  to  discuss  the  moves,  but 
insiders  say  a  shakeup  is  imminent  at  the 
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flagship  Warner  Bros,  label.  Once  home 
to  the  hottest  acts,  it  has  grown  depen- 
dent on  creaky  rockers  like  Rod  Stewart, 
R.E.M.  and  Don  Henley,  missing  out  on 
rap  and  the  fad  of  the  moment,  youth 
pop.  "At  Warner  they've  stuck  with  this 
old  adage  that  rock  lives,"  says  a  rival. 
"Well,  rock  doesn't  live,  especially  when 
it  means  you  miss  pop  and  black  music." 
To  head  Warner  Bros. — now  the  do- 
main of  label  chiefs  Russ  Thyret  and  Phil 
Quartararo — Ames  may  hire  Tom  Whal- 


ley,  president  of  Universale  Interscop 
Records,  a  leading  rap  label.  It's  uncles 
whether  Thyret  and  Quartararo  will  ex 
or  stay  on  with  Whalley.  To  ride  on  th 
pop  wave,  Ames  also  is  trying  to  sign 
distribution  deal  with  Jive  Records,  a  hr 
shop  that  is  home  to  teen  idols  the  Back 
street  Boys,  Britney  Spears  and  'N  Vn> 
who  together  sold  more  than  30  millioi 
albums  in  the  past  1 8  months.  Ames  an 
lives  chief,  Clive  Calder,  have  bee 
p.illing  around"  lately,  one  insider  viv 


en  again,  everybody  is  wooing " 
\mes  may  have  to  go  even  further  to 
scitate  Warner  Music.  Just  five  years 
it  was  the  top  record  company  in  the 
Id;  now  it  ranks  a  tepid  fourth,  be- 
J  Universal,  Bertelsmann's  BMG  and 
y  Music,  with  a  12.6%  U.S.  market 
e.  In  the  same  period  revenue  has 
n  about  9%  and  operating  income 
•>.  While  the  group' s  labels  include  es- 


ive  heard  him  rip  into  label 
(ads.  There's  no  pulling 
le  wool  over  his  eyes." 


lished  superstars  like  Eric  Clapton  and 
Idonna,  its  Atlantic  label  is  building  a 
I  franchise  on  Kid  Rock,  a  white  rap- 

>  whose  newest  disc  racked  up  half  a 
ilion  sales  in  its  first  week.  Not  bad, 
t Warner  needs  even  more  hot  acts. 

'  Much  of  the  slide  was  self-inflicted. 
e  late  Steve  Ross  built  the  record  com- 
iy  into  a  hit  machine  in  the  1970s  and 
*0s,  piecing  together  independent  la- 

>  like  Adantic  and  Elektra.  But  in  the 
•Os  the  group  has  endured  four  differ- 

chiefs  and  as  many  coups. 
Robert  Morgado,  named  chief  in 
0,  got  fired  five  years  later.  His  suc- 
sor,  HBO  chairman  Michael  Fuchs, 
.  dumped  after  six  months.  On  the 
/,  two  legends,  Mo  Ostin  at  Warner 


flicks,  the  team  was  clueless  in  music  To 
succeed  there,  you  have  to  keep  up  with 
the  tastes  of  12-year-old  consumers.  You 
have  to  constantly  hunt  for  new  per- 
formers. Daly  and  Semel  didn't  keep  up. 
Now  Ames  must  find  some  momen- 
tum, at  the  same  time  figuring  out  how 
to  exploit  Time  Warner's  pending 
merger  with  America  Online.  His  first 
big  move  seems  to  be  a  smart  one  agree- 
ing to  merge  with  EMI,  home  to  Janet 
Jackson,  the  Beastie  Boys  and  Garth 
Brooks.  Time  Warner  will  own  half  of 
the  company;  the  EMI  Group,  parent  of 
EMI,  the  other  half  Warner  will  pay  S 1 .2 
billion  in  cash  to  appoint  6  out  of  the 
new  company's  1 1  board  members. 

The  acquisition  would  quickly  raise 
Warner  Music's  market  share  close  to 
that  of  number  one  Universal.  EMI  also 
has  a  formidable  presence  overseas, 
where  Warner  is  weak  But  the  task  of 
pulling  it  all  together  at  once,  as  one  se- 
nior executive  inside  the  S27  bil- 
lion (annual  sales)  Time  Warner 
empire  puts  it,  is  the  "toughest 
job  of  all  of  our  operating  guys." 
Time  Warner  is  betting  that 

Ames,  50,  can  pull  it  off.  Unlike 

his  predecessors,  he  is  a  "music 
man."  An  old  A&R  guy  (for  "artist  and 
repertoire"),  he  made  his  mark  combing 
the  clubs  and  late-night  parties,  finding 
future  stars — yet  he  also  fits  in  with  the 
suits,  and  sticks  to  a  budget  Says  Time 
Warner's  Parsons:  "Roger  is  like  an  A&R 
guy  who  has  now  learned  to  dribble  with 
his  left  hand  as  well  as  his  right  hand" 

A  native  of  Trinidad,  West  Indies, 
Ames  started  at  EMI  25  years  ago.  He 
owned  his  own  label,  London  Records, 
which  Warner  bought  late  last  year.  He 
ran  PolyGram's  music  unit  from  19%  to 
early  1999,  leaving  after  it  got  bought  by 
Universal  for  S 10  billion.  Ames  is  known 
for  blunt  talk  and  a  tight  purse,  prefer- 
ring taxis  over  limousines. 

Tve  heard  him  rip  into  label  heads," 


>s.  and  Doug  Morris  at  Adantic,  were     says  Helen  Murphy,  Ames'  finance 


ted;  music  talent  left  with  them. 
For  the  past  four  years  Warner  Music 
.  left  to  wither  under  Fuchs'  two  suc- 
>ors — Warner  Bros,  film  heads  Bob 
y  and  Terry  Semel.  Well  regarded  in 


chief  at  PolyGram  "There's  no  pulling 
the  wool  over  his  eyes.  He  really  gets 
under  the  numbers."  After  years  of  tur- 
moil, that  may  be  just  what  Warner 
Music  needs.  F 


ill,  Just  Let  Go 

BY  BRUCE  UPBIN 

ADVICE  Thirty-one  years  ago 
Elisabeth  Kubler-Ross'  On  Death  and 
Dying  taught  the  world  how  to  cope 
with  the  great  transition  into  the  un- 
known. Her  arm-around-the-shoulder 
wisdom  would  come  in  handy  these 
days  on  the  Microsoft  campus.  On 
June  7  Bill  Gates  faced  a  crowd  of  jour- 
nalists after  Judge  Thomas  Penfield 
Jackson  ruled  in  favor  of  the  Justice 
Department's  plan  to  cleave  his  enter- 
prise in  two.  A  close  reading  of  Gates' 
remarks  reveals  a  man  very  much  in 
touch  with  Kiibler-Ross'  five-stage 
process  of  grieving. 

SHOCK  AND  DENIAL  The 

idea  that  somebody  would 
say  that  breakup  is  a  reason- 
able thing  comes  as  quite  a 
surprise  to  us,  and  we're  quite  confident 
that  it  won't  be  something  that  ever  comes 
into  effect." 

ANGER  "The  irony  of  having 

rt  be  mostly  our  higher-pnced 

competitors  that  have  been 

behind  this  lawsuit.  I  don't 

think  has  escaped  a  lot  of  observers  of 

what's  going  on  here." 

BARGAINING  "While  we 
disagree  with  the  govern- 
ment on  this  specific  issue. 
I  want  to  make  clear  that  we 
respect  the  role  of  government  in  our 
legal  and  economic  system.  And  we  will, 
of  course,  abide  by  any  final  judgments 
reached  in  this  case." 

DEPRESSION  'If  we  look 

at  some  of  the  things  that 

the  judge  said  today,  it's 

clear  that  the  whole  story  of 

Microsoft,  the  whole  story  of  the  PC  was 

missed  here." 

ACCEPTANCE  "I'm  re- 
minded of  the  old  saying  that 
today  is  the  first  day  of  the 
rest  of  your  life.  I  believe  very 
strongfy  that  today  is  the  first  day  of  the  rest 
of  this  case."  (See  "Denial"  above.)  r 
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The  Un-PC 

underdogsIA  former  pay 
television  executive  courts 
the  Wal-Mart  set. 

BY  NEIL  WEINBERG 

REMEMBER  MICHAEL  FUCHS?  HE 
was  the  mastermind  behind  HBO, 
the  guy  who  convinced  millions 
of  TV  viewers  to  spend  more  money  for 
his  "premium"  television  program- 
ming. Fuchs'  new  company, 
MyTurn.com,  sells  nonpremium  prod- 
ucts: PCs  tailored  for  the  bargain  base- 
ment crowd. 

Fuchs,  54,  is  a  Time  Warner  vet- 
eran and  consummate  marketer.  His 
partner,  Rudy  Theale,  25,  is  a  commu- 
nity college  dropout  and  inveterate 
tinkerer.  Their  mission:  Scoop  up  the 
50%  of  homes  the  PC  industry  has 
failed  to  entice.  They  are  doing  it  with 
an  operating  system  that  Microsoft 
buried  years  ago  and  running  it  on  a 
486  chip  so  retro  it  is  barely  still  in 
production. 

Ii    B    F.    S   •    Inly  3,  2000 


MyTurn.com  will  roll  out  its  Glob- 
alPC  in  July.  At  $299  (monitor  not  in- 
cluded, but  the  computer  hooks  into  a 
TV),  it  performs  all  the  functions  users 
want  most:  word  processing,  personal 
finance,  sending  e-mail,  playing  games 
and  surfing  the  Internet,  but  it  lacks 
some  of  Microsoft  Word's  embellish- 
ments (like  automatic  footnote  gener- 
ation). The  GlobalPC  is  so  simple  to 
operate  (and  the  20%  margins  stores 
will  net  is  so  alluring)  that  mass  mar- 
keters Wal-Mart  and  Montgomery 
Ward  will  use  it  to  try  to 
reclaim  PC  sales  that  long 
ago  migrated  to  the  likes 
of  CompUSA. 

"People  have  failed 
giving  away  PCs,  so 
'cheap'  is  not  our  mar- 
keting mantra,"  says 
Fuchs.  "Simplicity  is." 
How  simple?  GlobalPC 
turns  on  and  off  as  fast  as 
a  TV.  The  startup  tutorial 
instructs  users  how  to 
operate  a  mouse.  Quit- 


"People  have 
failed  giving 
away  PCs,  so 
'cheap'  isn't 
our  marketing 
mantra. 
Simplicity  is." 


ting  applications  means  clicking  on 
"Done"  button — not  on  an  esoteric 
"X"  like  Windows.  And  what  you  see 
in  the  store  is  what  you  get:  no  bait 
ing-and-switching  for  faster  chips  oi 
more  memory.  One  little  disadvantage 
for  the  buyer  is  that  the  machine  is 
hardwired  into  a  $20-a-month  Inter 
net  service. 

MyTurn's  operating  system  was 
first  developed  over  a  decade  ago  by 
Geoworks  and  used  in  America  On- 
line's  first  dial-up  software.  Geoworks 
made  the  mistake  of  spurning  over 
tures  in  the  $30  million  range  from  Mi- 
crosoft in  1989  (the  stock  would  now 
be  worth  $1.6  billion)  and  then 
watched  its  suitor  knock  its  stuffing  out 
in  the  PC  operating  system  market. 

Theale,  who  set  up  a  prepaid  cell- 
phone company  at  17,  bought  Glob- 
alPC two  years  ago  for  $17  million.  He 
still  needed  a  well-connected  player  to 
make  a  go  of  computer  manufactur- 
ing. He  heard  of  Fuchs  through 
friend  and  hunted  him  down  at  the 
Beverly  Hills  Hotel.  Theale  did  a  demo 
and  eventually  got  Fuchs  to  sign  on  as 
acting  chief  executive  and  to  put  in 
$10  million  for  a  10%  stake  in  the 
company.  "My  skill  is  bringing  pieces 
together,"  says  Theale. 

MyTurn  certainly  has  some  inter 
esting  pieces.  Its  operating  system  and 
applications  take  just  10  megabytes  to 
store.  The  latest  version  of  Microsoft 
Word  alone  requires  ten  times  the 
space.  That  means  the  Geoworks  sys 
tern  can  run  blazingly  fast  on  cheap, 
archaic  chips.  Or,  the  company  hopes, 
become  the  guts  of 
superthin  name-brand 
notebook  PCs  with  40 
hours  of  battery  life. 

"There's  a  symmetry 
here,"  says  Fuchs.  "When 
we  set  up  HBO  the  net 
works  had  over  90%  of 
the  TV  market.  Now  Mi 
crosoft  has  over  90%  of 
the  PC  market." 

Maybe  the  Justice  De 
partment  is  the  least  of 
Bill  Gates'  worries.        F 
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Sell  MORE  stuff 

with  LESS  work? 


this  possibly  be  good 

for*America? 


Announcing  a  serious  blow  to  the  Puritan  work  ethic.  It's  called  FairMarket:SM  a  powerful 
suite  of  no-sweat  selling  tools  to  supercharge  your  Web  site.  FairMarket  delivers  auctions, 
automatic  price  markdowns  and  other  e-commerce  functions  —  on  your  site,  with  your 
brand,  effortlessly  and  quickly.  We  handle  security,  customer  support,  the  works.  And, 
with  the  exclusive  FairMarket  Network,""  your  goods  sell  not  only  on  your  site,  but  on 
MSN,  Lycos,  Excite®  and  other  primo  Web  addresses.  Kick  back  with  a  copy  of  our 
white  paper,  at  fairmarket.com.  Or  call  800-531-0529. 

How   the   e-world    sells    more    stuff.SM 
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The  New  Divorce  Court 

T  A  x  E  s  i  Got  a  beef  with  your  ex?  Tell  it  to  the  Tax  Court  judge. 


BY  JANET  NOVACK 

THE  REASON  I  BECAME  A  JUDGE 
was  to  get  out  of  handling  divorce 
cases,"  U.S.  Tax  Court  Judge  Mary 
Ann  Cohen  joked  at  a  conference  early 
this  year.  Maybe  it's  time  she  find  a  new 
career. 

Four  recent  decisions  threaten  to 
flood  her  tax  tribunal  with  domestic 
disputes.  The  decisions  interpret  Con- 
gress' attempt,  in  the  Internal  Revenue 
Service  Restructuring  and  Reform  Act 
of  1998,  to  free  "innocent  spouses" 
from  tax  bills  attributable  to  the  mis- 
deeds of  their  former  (and  in  some 
cases  current)  mates. 

The  pols  not  only  made  it  easier  for 
traditional  "innocent  spouses"  (usually 
wives)  to  win  relief,  but  also  created  a 
new  procedure  that  allows  the  divorced 
and  those  who  have  been  separated  for 
at  least  a  year  to  have  back-tax  liability 
split  up,  based  on  who  earned  what.  Al- 
though the  law  sets  forth  standards 
about  who  can  qualify  for  either  of 
these  breaks,  it  also  gives  the  IRS  power 
to  grant  "equitable  relief  to  applicants 
who  don't  otherwise  qualify.  In  other 
words,  it  can  cut  a  spouse  a  break. 
Three  recent  cases  affirm  the  right  of 
the  Tax  Court  to  second-guess  the  IRS 
on  what's  equitable. 

An  even  greater  potential  for  Tax 
Court  drama  may  lie  in  a  fourth  deci- 
sion, handed  down  in  May,  in  a  case  in- 
volving Thomas  and  Judith  Corson. 
The  Corsons,  who  divorced  in  1985, 
owed  $21,711  in  back  1981 
taxes  from  a  bad  tax  shelter, 
plus  a  staggering  $140,000  in 
interest  that  had  accrued  at  a 
special  penalty  rate.  Last  year 
the  IRS  agreed  with  Judith  that  the  new 
law  freed  her  from  liability.  Thomas  ob- 
jected,  and  the  Tax  Court  ruled,  over 
IRS  objections,  that  he  was  entitled  to 
his  clay  in  court  to  fight  relief  for  Judith. 
After  all,  that  saddles  him  with  sole  lia- 
bility for  the  hill. 

I  !h  cago  tax  lawyer  Robert  McKen- 


zie  figures  that  a  husband  could  easily 
come  in  and  testify:  "'I  discussed  the 
matter  with  my  wife  when  we  bought 
this  bad  tax  shelter  in  1983.  We  made  a 
joint  decision.'"  He  said.  She  said. 

McKenzie  muses  about  how  far  this 
might  go:  "The  Tax  Court  is  sinking 
into  the  quagmire  and  animosity  of  di- 
vorce. If  you  were  representing  the  hus- 
band, wouldn't  you  say,  'Judge,  she  got 
the  house.  I'm  paying  child  support. 
But  now  my  business  has  failed  and  I'm 


applications  for  relief  and  has  ruled  or 
just  a  fourth  of  them,  granting  the  peti- 
tioning spouse  full  relief  in  45%  o 
those  cases. 

There's  another  ticking  bomb  here 
The  IRS  has  refused  to  process  applica- 
tions for  separate  liability  in  cases  when 
the  divorcing  couple  has  no  known  out- 
standing tax  liability.  Marjorie  O'Con- 
nell,  a  Washington  divorce  tax  lawye 
who  helped  lobby  through  the  new  law 
insists  that  is  yet  another  wrongheadec 
IRS  reading  of  Congress'  intent. 

Why  would  someone  not  already  ii 
hot  water  with  the  IRS  call  attention  tc 
past  returns?  "Some  of  the  time  you  fin 


"The  Tax  Court  is  sinking  into  the 
quagmire  and  animosity  of  divorce." 


barely  getting  by.  She  is  remarried  and 
is  living  a  much  nicer  lifestyle  now.'" 

Note  that  innocent  spouse  claims 
have  already  bogged  down  the  IRS, 
which  expects  to  devote  the  equivalent 
of  700  full-timers  this  year  to  answering 
them.  Since  the  more  liberal  law  was 
passed,  the  agency  has  received  85,000 


out  about  these  things  aftei 
you've  filed  the  joint  return 
In  the  course  of  the  divorce 
during  discovery,  you  see  thai 
he  made  a  lot  more  rnone) 
than  you  thought,"  says  O'Connell. 

Still  more  work  for  the  court.  But 
the  court  can  handle  it.  The  1998  IR6 
"reform"  hamstrung  the  agency  in  its 
usual  work,  chasing  down  tax  cheats.  Sc 
the  agency  is  doing  far  fewer  audits 
leaving  the  court  with  much  less  tradi- 
tional work.  ¥ 
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Astonishing 

NEW  TECHNOLOGY 
empties  fully  stocked 

WAREHOUSES 

as  if  by 

MAGIC! 


Introducing  FairMarket:SM  a  powerful  new  suite  of  selling  tools  to  supercharge  your  Web  site. 
And  move  goods  and  services  out  the  virtual  door  like  never  before.  FairMarket  delivers 
auctions,  automatic  price  markdowns  and  other  e-commerce  functions — on  jyoarsite,  with 
your  brand — effortlessly  and  quickly.  We  handle  security,  customer  support,  the  works.  And, 
with  the  exclusive  FairMarket  Network,SM  your  goods  sell  not  only  on  your  site,  but  on  MSN, 
Lycos,  Excite*  and  other  primo  Web  addresses.  In  other  words,  this  is  powerful  voodoo. 
For  a  free  white  paper,  visit  fairmarket.com,  or  call  80O53H341. 

How   the   e-world    sells    more   stuf f .SM 


fai  Market 
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Wine  Lover 

plagues  A  yellow-eyed  bug 
is  sucking  some  of  California's 
valuable  vineyards  dry. 

BY  LEIGH  GALLAGHER 

ANOTHER  PEST  IS  CAUSING  A  PANIC 
attack  for  California's  $12  billion 
wine  industry.  Homolodisca  coag- 
ulata,  more  commonly  known  as  the 
glassy-winged  sharpshooter,  has  already 
forced  one  winery  to  source  its  grapes 
elsewhere  and  is  spreading  faster  than  a 
new  Beaujolais  release.  A  blackish-brown 
bug  half  an  inch  long,  with  yellow  eyes 
and  a  fierce  appetite,  the  sharpshooter 
feeds  off  of  the  grapevine.  It  also  rapidly 
transmits  a  bacterial  infection  called 
Pierce's  disease,  which  kills  the  crop  by 
choking  off  its  water  supply. 


"This  is  serious— you  could  have 
an  industry  go  down  here." 


Pierce's  disease  has  existed  in  Cali- 
fornia in  isolated  pockets  for  years,  and 
has  been  nothing  compared  to  the  phyl- 
loxera louse,  which  devastated  much  of 
the  state's  root  stalks  in  the  early  1990s. 
But  the  arrival  of  the  nimble  and  resilient 
sharpshooter — native  to  the  southeast- 
ern U.S.,  it  hitched  its  way  west  on  orna- 
mental flower  shipments — has  set  the 
blight  on  a  recent  tear.  Last  year  the  insect 
started  ravaging  southern  California's 
Temecula  Valley,  a  second-tier  wine  re- 
gion 60  miles  northeast  of  San  Diego. 
The  bug  has  infected  or  destroyed  as 
much  as  50%  of  the  region's  3,000  acres 


Cabernet  killer:  Thirsty  sharp- 
shooter heads  north. 


thus  far,  causing  some  $30  million  in 
damage.  Hit  hardest  was  the  region's 
largest  producer,  Callaway  Vineyard  & 
Winery,  founded  as  golf-club  maker  Ely 
Callaway's  hobby  in  1969  and  owned  by 
spirits  conglomerate  Allied  Domecq 
since  1981.  Its  big  corporate  parent — the 
British  giant  also  holds  Clos  du  Bois, 
Adas  Peak  and  William  Hill  wineries — 
may  be  just  what  saves  the  label:  Last  year 
Allied  Domecq  started  buying  varietal 
grapes  from  growers  between  Santa  Bar- 
bara and  Monterey  and  this  month  will 
relaunch  the  brand  as  Callaway  Coastal. 
But  the  sharpshooter,  which  also 
feasts  on  the  oleanders  that  line  Califor- 
nia's freeways,  is  spreading.  Hatchlings 
have  been  spotted  as  far  north  as 
Alameda  County,  and  eggs  have  made 
their  way  on  plants  into  the  fine  wine 
mother  lode  of  Napa  and  Sonoma  coun- 
ties. "This  is  more  serious  than  anything 
we've  ever  faced  before," 
says  Andrew  Beckstoffer, 
owner  of  the  largest  inde- 
pendent vineyard  in  Napa 
Valley.  "The  potential  here 
is  greater  than  anything  I've  ever  seen — 
we've  had  Pierce's  before,  we've  had  phyl- 
loxera, and  that  was  devastating — but 
we've  never  faced  anything  that  was  real 
that  could  wipe  us  out.  You  could  have 
an  industry  go  down  here." 

California  has  launched  a  $17 
million  statewide  counterattack,  dis- 
patching task  forces,  opening 
http://plant.cdfa.ca.gov/gwss/  to  track 
sharpshooter  sightings  on  a  daily  basis. 
Weapons  will  be  such  insecticides  as  im- 
idachloprid,  known  as  Admire.  Wine-sip- 
ping environmentalists  are  going  to  be 
wringing  their  hands  over  this  one.      F 


Silicone 
and  Silicon 

EQUITIES!  While  shares  i 
most  Internet  and  media  companie 
took  a  spanking  over  the  past  fiv 
months,  one  industry  sector  has  hel 
up  firmly:  porn  stocks.  Shares  i 
Boulder,  Colo. -based  New  Frontie 
Media  and  Barcelona,  Spain's  Privat 
Media  Group,  the  two  largest  pure 
play  pornography  companies,  are  u 
84%  and  74%,  respectively. 

Both  companies  distribute  thei 
product  through  traditional  channel 
like  cable  television,  video  and  CD 
ROMs.  But  the  Internet  is  where  th 
real  growth  is.  New  Frontier's  sites  at 
tract  30  million  unique  visitors 
month,  which  help  generate  60%  ( 
the  company's  $48  million  sales.  Fo 
Private  Media,  Internet  sales  accoun 
for  1 1%  of  the  company's  revenue 
but  are  trending  upward. 

The  companies  also  should  b 
bolstered  by  some  recent  court  deci 
sions.  In  May  the  U.S.  Supreme  Cour 
declared  unconstitutional  a  section 
the  1996  Telecommunications  Ac 
that  restricted  unscrambled  adul 
cable  programming  to  the  "safe  har 
bor"  hours  of  10  p.m.  to  6  a.m.  And  ii 
the  U.K.  pornographers  were  clearec 
to  sell  hard-core  adult  videos  for  th 
first  time.  — Michael  Kat, 


I 


Schwing! 


While  technology  indexes  went 
flaccid  for  the  first  five  months  of 
the  year,  porn  stocks  flourished. 


300 


Ratio  scale 
1/3/00-100 


New  Frontier 


Goldman  Sack*  Internet  index 


1/3/00 

Source:  Bloomberg. 
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The  point  is  not 
to  be  sharp. 


When  it  comes  to  making  your  mark  in  the  world,  being  sharp 
isn't  enough.  For  there's  a  thin  line  between  better  and  best. 
And  a  trail  of  grinding  persistence  behind  every  winner.  At 
ABN  AMRO  Bank,  our  commitment  to  continually  improving 
our  products  and  services  is  what  gives  us  our  edge.  Keeping 
us  keen  with  a  personal  touch,  and  a  wealth  of  solutions  for 
you  to  draw  on.  Solutions  you  may  never  have  known  existed 


before  you  met  us.  How  do  we  do  it?  By  making  a 
point  of  being  your  bank.  Any  way  you  look  at  it. 


C 


ABN  AMRO  Bank 


www.abnamro.com 


New  Economy,  Same  Old  Downsizing 


LAYOFFS!  Rattled  by  the  trembling  stock  market,  online 
enterprises  began  what  will  no  doubt  be  a  long  run  of  lay- 
offs. The  shaky  dot-coms  claimed  the  firings  were  part  of 
"the  plan"  to  find  profits  by  restructuring  a  department  or 
establishing  a  new,  hopefully  more  successful,  focus.  They 


Company 


Month 
announced 


EMPLOYEES 


Percent  let  go 

"  6% 


were  likely  learning  some  old-fashioned  rules  of  finance 
Many  ran  out  of  cash,  like  APB  Online.  Others,  like  Eparties 
were  acquired.  Pixelon's  employees  were  the  most  battered 
Their  founder  was  arrested  on  embezzlement  charges. 

— Jennifer  Godwir 

Comments 


Public  offering  for  venerable  portal  was  delayed  in  April. 


Crime  news  line.  Some  writers  remain  onboard  as  volunteers. 


Sells  software  and  manages  Web  sites.  Famous  "nekkid  guy"  ads. 


Online  health  and  medical  information  resource. 


Direct-order  online  car  dealer,  based  in  Austin.  Tex. 
CMGI's  e-business  solutions  unit. 


Party  planning  site.  Layoffs  occurred  during  acquisition  by  Etoys.2 


Online  arm  of  KB  Toys  Chief  Executive  Srikant  Srinivasan  also  departed. 


Customized  cobranded  portal  solutions. 

Founder  Michael  Fenne  was  wanted  for  old  embezzlement  charges. 


Bilingual  portal  devoted  to  Hispanic  community. 


Online  pharmacy  and  over-the-counter  health  supplies. 


Portal  targeting  baby  boomers. 


Sports,  news  and  information;  public  offering  postponed. 
Electronics  and  technology  e-tailer  based  in  Virginia. 


1  December  1999. z  Etoys  rehired  seven  employees  after  the  acquisition 


Fire  That  Lobbyist! 

policy  Credit  card  issuers  spent 
millions  of  dollars  pushing  for  a  consumer 
bankruptcy  law.  Too  bad.  The  auto 
industry  outflanked  them. 


BY  BRIGID  MCMENAMIN 

EVERYBODY  KNOWS  IT'S  CREDIT 
card  companies  who'll  cash  in  on 
the  strict  new  bankruptcy  bills 
pending  in  Congress,  right?  Maybe  not. 

Though  it  was  card  issuers  who 
sowed  the  seeds  of  the  Bankruptcy  Re- 
form Act,  they  won't  reap  much.  The 
law  may  even  cut  their  profits.  "The 
lobbyists  are  going  to  be  the  only  peo- 
ple who  really  profit,"  scoffs  Elizabeth 
Warren,  a  Harvard  Law  professor  who 
follows  the  campaign. 

How  did  credit  card  outfits  get 
themselves  in  this  mess? 

I  'sed  to  be  that  card  issuers  resigned 
themselves  to  some  had  debt.  That 
changed  by  1L>1>7.  when  personal  filings 
hit  1.33  million.  Some  70%  of  individ- 


ual bankrupts  chose  to  wipe 
out  debts  in  Chapter  7  and 
start  over,  instead  of  trying  to 
repay  in  Chapter  13.  They 
walked  away  from  $35  billion 
in  unsecured  debt,  much  of  it 
credit  card  balances. 

The  card  issuers  had  had 
enough  of  the  Mr.  Nice  Guy  act.  Why 
not  rewrite  federal  bankruptcy  laws  to 
make  those  who  can  repay  some  debts 
out  of  future  paychecks?  A  posse  of 
credit  card  issuers  and  trade  groups,  led 
by  Kenneth  Crone  of  Visa  USA,  among 
others,  lavished  at  least  $2  million  last 
year  alone  on  lobbying,  ads  and  cam- 
paign gifts  to  prod  Congress  to  make 
debtors  do  just  that.  By  February  both 
the  House  and  Senate  had  passed  bank- 
ruptcy reform  bills  and  a  version  could 
become  law  by  July. 

But  the  measure  won't  help  credit 
card  issuers  after  all.  First,  at  best  3.6% 
of  Chapter  7  filers  can  afford  to  pay 
even  25%  of  their  debts,  says  the 
American  Bankruptcy  Institute.  Sec- 
ond, the  law  won't  prod  those  wealth- 


ier filers  into  Chapter  13  as  promised. 
The  means  test  that  was  supposed  to 
snag  10%  of  all  filers  would  catch  not 
even  0.1%,  according  to  a  lustice  De- 
partment study. 

A  provision  slipped  in  at  the  insis- 
tence of  auto  lenders  like  GMAC  and 
Ford  Credit  requires  secured  loans  to 
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Who  delivers  the 
top  financial  talent? 

I 


ROBERT  HALF 

Specialization  has  made  Robert  Half  the  World's 
Leading  Financial  Recruiting  Service  since  i948. 

It's  not  easy  finding  the  most  highly  qualified 
financial  professionals.   The  search  can  be 
frustrating  and  counterproductive  to  conduct 
on  your  own.  The  fact  is  that  highly  desirable 
employees  are  not  usually  looking  for  a  new 
position.   Rather,  they  must  be  found.  That's 
where  Robert  Half  steps  in.  Robert  Half  employs 
only  experienced  financial  professionals  as 
recruiters.  That's  what  makes  us  special. 

You  can  count  on  us  to  deliver  hard-to-find, 
top  quality  talent.  And,  there's  no  cost  to  your 
firm  unless  you  hire  one  of  our  candidates. 

We  have  offices  worldwide  to  help  locate  your 
ideal  employee.  Plus,  Robert  Half's  services  are 
guaranteed. 

Call  today  for  your  FREE  2000  Salary  Guide. 

800.474.4253 
www.roberthalf.com 


1 


ROBERT  HALF 


©  Rt.luTl    I   Ut 


Specialized  Financial  Recruiting 

ACCOUNTING    FINANCE    TREASURY 


SM 


ji- 


be paid  in  full  before  other  debts.  Exist- 
ing law  generally  requires  consumers  to 
pay  back  only  the  book  value  of  the  car. 
Once  auto  lenders  collect,  there  would 
be  little  left  in  45%  of  cases.  So  repay- 
ment of  credit  card  bills  would  be  out 
of  the  question.  Moreover,  that  auto 
rule  alone  would  drive  21%  of  potential 


Chapter  13  debtors  into  Chapter  7, 
where  they'd  pay  nothing  on  credit 
cards,  says  the  National  Association  of 
Chapter  Thirteen  Trustees. 

Hardest  hit?  Firms  that  don't  do 
auto  loans,  like  MBNA.  But  most  of 
Visa's  member  banks  won't  fare  much 
better.  "Somebody  got  duped,"  sighs  a 


bank  executive. 

Realizing  that,  American  Expres 
quietly  backed  off  the  bill  in  early  2000 
after  a  confidential  cost-benefit  analyst 
showed  it  to  be  a  wash.  But  Visa  anc 
MasterCard  carry  on.  They  got  a  fev 
morsels,  but  mosdy  it  seems  they're  un 
willing  to  admit  they've  blown  it.     I 


Socks 
and  Bonds 

companies  I   Retailers  are 
moving  into  banking  services. 
How  soon  they  forget. 

BY  CARRIE  C00LIDGE 

BY  THE  END  OF  THE  YEAR  TWO  RE- 
tail  giants,  Nordstrom  and  Feder- 
ated Department  Stores,  will 
begin  offering  consumer  banking  ser- 
vices. Nordstrom  will  provide  check- 
ing and  savings  accounts,  plus  a  slew 
of  new  payment  options:  credit  cards 
secured  by  home  equity,  others  that 
offer  variable  interest  rates,  even  debit 
and  prepaid  cards. 

Federated,  corporate  parent  of 
Macy's  and  Bloomingdale's,  has 
grander  plans  for  its  50  million  card- 
holders. Besides  ordinary  services  like 
checking  and  savings  accounts,  the 
company  also  has  tentative  plans  to 
handle  home  mortgages  and  auto 
loans.  Other  retailers  are  getting  into 
the  action,  too.  In  June  Home  Depot 
announced  a  partnership  with  GE  Cap- 
ital Financial  to  provide  home-im- 
provement loans  to  its  customers.  Even 
Wal-Mart,  the  country's  biggest  retailer, 
harbors  an  interest  in  banking  (see  box). 
Federated  plans  to  install  ATMs  and 
kiosks  in  its  403  department  stores, 
where  customers  can  make  deposits  and 
withdrawals.  Nordstrom  won't  open  any 
physical  branches;  customers  will  have 
to  make  deposits  by  mail  and  cash 
checks  al  its  customer  service  depart- 
ment. The  company  hopes  to  lure  cus- 
tome;  s  with  such  incentives  as  longer 
grace  periods  for  late  payments  and  a 
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competitive  fee  structure  (wire  transfers, 
for  example,  will  cost  $15,  versus  $25  or 
more  charged  by  traditional  banks). 

Although  Nordstrom  and  Federated 
have  plenty  of  experience  in  the  credit 
card  business,  when  it  comes  to  bank- 
ing, history  is  not  on  their  side.  In  1981 


Sears  paid  $575  million  t< 
buy  brokerage  hous< 
Dean  Witter.  Confident  i 
could  sell  stocks  anc 
bonds  next  to  socks  anc 
hand  tools,  the  compan 
opened  hundreds  o 
branches  in  stores  arounc 
the  country.  As  it  turnec 
out,  few  customers  de 
sired  to  deposit  thei 
net  worth  in  a  depart 
ment  store. 

Since  then  many  bi{ 
retailers  have  lost  their  lu 
crative  proprietary  credit 
card  business  as  customer 
turned  to  services  offering 
rewards  like  airline  mile 
and  teaser  interest  rates 
Profit  margins  for  sue! 
services  remain  thin 
brand  loyalty,  nonexistent 
"No  one  cares  where  the) 
get  their  credit  card,  home 
or  auto  loan,"  says  Sean  Ryan,  a  banking 
analyst  with  Banc  of  America  Securities 
"They  just  want  a  better  rate." 

Nordstrom  and  Federated  won' 
change  the  world  of  banking.  Mayb< 
they'll  sell  more  socks  to  people  waiting 
in  line  for  a  teller. 


Sam  Clubbed 


In  November  Congress  passed  legislation  that  bars  certain  commercial  establishment! 
from  entering  the  banking  business  if  they  applied  after  May  4, 1999,  a  retroactive  law 
that  made  Wal-Mart,  which  applied  in  June,  ineligible.  Coincidence?  Hardly.  Som 
members  of  the  House  feared  that  Wal-Mart  might  put  small  community  banks  out  of 
business  the  way  its  stores  did  small  retailers. 

But  Wal-Mart  isn't  out  of  the  game.  The  company  leases  space  in  stores  to  banks 
such  as  Ohio-based  Peoples  Bank  and  Arkansas-based  Arvest— the  latter  of  which  is 
owned  by  (surprise!)  the  Walton  family.  —C.C. 


II_£XUS 

You're  either  driving  it.  Or  wishing  you  were.  The  290-hp  LS400.   the  relentless  pursuit  of  perfection. 
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VP  of  Ideas 

VENTURE    CAPITAL!  With 

all  his  troubles,  Idealab  founder 

Bill  Gross  is  turning  to 

a  24-year-old  for  inspiration. 

BY  ANN  MARSH 

POOR  WILLIAM  GROSS  WHO,  UNTIL 
lately,  could  do  no  wrong.  Before 
dot-coms  crashed  to  Earth  this 
spring,  he  looked  like  a  genius  for 
hatching  and  taking  public  seven 
companies  (including  Etoys  and 
GoTo.com)  through  Idealab.  Alas, 
Idealab's  stakes  are  worth  an  average 
80%  less  since  last  fall.  And  to  keep 
nurturing  43  other  private  Weblettes 
and  investing  in  new  ones  Gross  is  try- 
ing to  raise  $300  million  in  a  public  of- 
fering— at  a  time  when  the  word  "in- 
cubator" suggests  "intensive  care  unit." 
Last  year  Idealab  lost  $252  million  on 

Pressure  Points 


revenue  of  only  $134  million. 

While  Gross  focuses  on 
calming  investors,  like  Michael 
Dell  and  Steven  Spielberg,  who 
with  others  chipped  in  $1  bil- 
lion in  March,  he  is  turning 
more  and  more  to  24-year-old 
Scott  Banister  to  brainstorm 
with  incubatees.  A  onetime 
Web  squatter  who  bought  up 
popular  domain  names  like 
CalRipken.com  when  he  was  only  20, 
Banister  went  on  to  start  four  dot- 
coms, including  Submitlt,  which  gives 
Web  outfits  a  one-stop  means  of  regis- 
tering with  search  engines.  Microsoft 
bought  all  four  services. 

Gross  brought  Banister  on  board 


4, 

Gross'  domestic 
product:  Scott 
Banister. 


HEAD:  Bill  Gross'  idea  to  expand 
headquarters  fails  after  deal  to  lease 
office  space  on  part  of  Worldwide 
Church  of  God  campus  falls  through. 


last  summer  and  installed  him 
with  the  grand  tide  "vice  pres- 
ident of  ideas"  in  a  new  Sili- 
con Valley  office.  What  has  he 
created?  Banister,  like  Gross 
can't  talk  because  Idealab  is  in! 
the  quiet  period.  But  the  com- 
pany credits  him  with  helping 
develop  GoTo.com. 

Insiders  mention  his 
coming  up  with  the  idea  of 
MakeAnOffer.com,  an  online  classified 
service  where  buyers  post  their  price  foi 
a  particular  item  and  sellers  come  up 
with  the  goods.  Stephen  Crummey 
chief  executive  of  online  intranet  pur- 
veyor Intranets.com,  says  Banistei 
helped  him  drive  more  traffic  to  his  site 
by  suggesting  a  newsletter  service  thai 
Crummey's  customers  can  offer  their 
clients. 

Good  ideas,  but  there  had  better  be 
a  lot  more  where  they  came  from — 
worth  at  least  $1  billion. 


WATCH:  Never  enough  time  to  devote  to 
incubatees  in  new  offices  in  Sunnyvale 
Calif.,  New  York,  Boston  and  London. 


HEART:  Wife  Karen  files  for  divorce 
in  September  1997,  months  after 
Idealab  is  launched.  Finalized  in 
June  2000. 


GUT:  Gross  and  Etoys 
founder  Toby  Lenk  have 
a  falling  out  over  mar- 
keting and  engineering 
support;  just  beginning 
to  heal  the  rift 


FEET:  The  next  steps  may  involve  tricky  com- 
pliance with  the  Investment  Company  Act  of 
1940-aiid  perhaps  giving  up  25%  to  50%  of 
the  equity  to  urivate  investors  if  Gross  proceeds 
with  the  IPO  and  the  share  prices  of  Idealab's 
seven  public  compvues  don't  rebound. 
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WALLET:    Value  of  ldealab| 
holdings  in  its  seven  public 
companies    tumbles    from 

billion  to  $400  million  in  a 

pie  of  months. 
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THE  OBSESSIVE  GOAL  OF  ALMOST 


ANY  B2B  NET  MARKETPLACE   IS  TO 


GET  OFF  THE  GROUND.  FLYING,  IT'S 
ASSUMED,  WILL  FOLLOW  NATURALLY. 
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services  keeps  an  unblinking  eye  on  your  e-business,  because  in  the  surge 
economy,  there  is  no  closing  time,  to  take  the  first  step,  visit  us  online  or  call 
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Engineering  meets  financial 
theory  in  Enron's  fast- 
growing  business  of  cutting 
energy  costs  for  customers. 


w^mmm 


BY  DAN  FISHER 

TWO  YEARS  AGO,  ENRON  CORP. 
pulled  the  plug  on  its  residen- 
tial electricity  business  in  Cal- 
ifornia, after  spending  mil- 
lions of  dollars  on  Super  Bowl 
ads  and  come-ons  like  two  weeks'  free 
electricity.  Enron  simply  couldn't  make 
money  after  subtracting  the  state-man- 
dated fees  it  had  to  pay  utilities  like 
PG&E  Corp.  for  their  nuclear  power 
plants  and  other  "stranded  costs." 

One  battle  doesn't  determine  a  war, 

however.  Instead  of  giving  up,  Enron 

refined  its  tactics.  The  Houston-based 

company  focused  on  commercial  and 

industrial  customers,  who  have  more 

lining  power  with  utilities  and  to 

.   ntage  savings  are 

,1  Enron  looked  at  all 
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the  other  ways  it  could  save  customers 
money,  from  negotiating  better  rates  to 
installing  more  efficient  air-condition- 
ing equipment.  Finally,  it  decided  to  go 
after  them  all.  No  longer  would  Enron 
be  a  simple  middleman  between  energy 
producers  and  consumers.  It  would 
crawl  right  into  the  physical  plants  of 
its  customers  and  take  control  of  every 
aspect  of  their  energy  consumption. 

Result?  Enron  Energy  Services,  a  di- 
vision created  in  1997,  expects  to  sell 
about  $2.5  billion  in  electricity  and  re- 
lated services  this  year  (about  4%  of  the 
parent's  total  expected  revenues),  gen- 
erating a  $75  million  profit  before  in- 
terest, depreciation  and  taxes.  Already 
Enron  has  captured  almost  2%  of  U.S. 
commercial  and  light  industrial  de- 
mand, with  customers  like  Chase  Man- 


♦ 


hattan,  Polaroid  and  Simon  Propert 
Group,  the  largest  retail  real  estat 
investment  trust.  It's  also  a  big  pur 
chaser  of  heating,  ventilation  and  air 
conditioning  equipment,  giving  it  pow 
erful  leverage  with  manufacturers. 

There  are  second  acts.  In  norther: 
California  Enron  Energy  Services  con 
trols  8%-10%  of  the  commercial  ant 
light  industrial  market,  making  it  th 
largest  single  customer  of  PG&E's  utilit) 
PG&E  sold  its  own  energy-services  busi 
ness  to  Enron  for  $85  million  earlie 
this  year,  all  but  admitting  defeat  to  th 
infiltrator  from  Houston. 

"This  is  a  constant  theme  in  indus 
tries  that  are  deregulated,"  says  Lou  I 
Pai,  53,  who  joined  Enron  in  1987  as  i 
was  shaking  up  the  recently  deregulate! 
natural  gas  business  and  took  charge  o 


ts  infant  electricity  business  six  years 
iter.  "Somebody  can  come  in  with  a 
lifferent  cost  structure  and  essentially 
eat  the  pants  off  of  you." 

Pai  is  bursting  with  competitive  en- 
rgy.  Enron  Chief  Executive  Jeffrey 
killing  calls  him  "my  ICBM";  Pai  can 
track  new  markets  on  a  moment's  no- 
ice.  "He  can  conceptualize  it,  bring  in 
lie  right  people  and  get  it  up  and  run- 
ing  fast,"  says  Skilling. 

Enron's  portfolio  of  long-term  con- 
racts  has  ballooned  to  $16  billion, 
rom  $3.8  billion  in  1998.  The  Houston 
ompany  is  even  winning  customers  in 
tates  like  Georgia  and  North  Carolina, 
/here  utilities  still  have  a  monopoly  on 
elling  electricity  to  end  users. 

The  key  is  a  process  called  "syn- 
detic deregulation,"  where  Enron  as- 


sumes a  customer's  obligation  to  pay 
the  regulated  rate  for  electricity.  Then 
Enron  guarantees  the  customer  some 
other  price,  usually  pegged  to  a  regional 
index,  and  uses  its  trading  desk  to  lay 
off  the  risk  much  as  a  swap  dealer  ex- 
changes fixed-rate  obligations  for  float- 
ing-rate ones.  Utilities  don't  like  it,  but 
there's  nothing  they  can  do. 

Chase  Manhattan  uses  Enron  to 
manage  energy  consumption  in  its  30 
million  square  feet  of  office  space 
around  the  country.  Vice  Chairman 
Marc  Shapiro  says  he's  impressed  with 
Enron's  use  of  financial  derivatives  to 
cut  electricity  prices  and  reduce  Chase's 
risk  of  rising  costs.  "Derivatives  used 
properly  have  enormous  win-win  pos- 
sibilities," says  Shapiro,  who  expects  to 
shave  10%  off  Chase's  $70  million  an- 


nual electric  bill  (see  box,  p.  70). 

Profit  margins  are  pretty  good,  con- 
sidering that  Enron  only  earns  a  gross 
margin  of  l%-3%  from  reselling  pure 
electricity.  Enron  can  boost  that  margin 
to  4%-8%  over  the  long  term,  accord- 
ing to  analyst  Andre  Meade  of  Com- 
merzbank  Securities,  by  selling  related 
services,  by  keeping  a  slice  of  its  cus- 
tomers' savings  and  by  feeding  the  in- 
formation it  learns  about  its  customers' 
energy  use  to  the  trading  desk.  That 
helps  traders  decide  whether  to  go  long 
or  short,  say,  on  electricity. 

That  flexibility  works  for  customers, 
too.  Enron  can  install  equipment  that 
allows  industrial  companies  to  run  on 
electricity  or  natural  gas,  for  example. 
Then  if  electricity  prices  in  some  region 
spike  for  a  few  hours  more  than  a 
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►  By  the  Numbers 

Spending  Money  in 
Order  to  Save  It. 

Enron  often  installs  new  air-condition- 
ing equipment  to  cut  its  customers' 
electric  bills.  Here's  a  typical  deal: 


Jj^/^^P^jj^     Cost  to  increase 
chiller  capacity  to  500  tons  from 
350  tons  and  install  variable-speed 
drives  on  pumping  systems. 

B  Amount  that 

nergy  consumption  is  reduced. 

TTTTTYTM 

The  savings,  net  of 
fed,  over  ten  years. 


The  net  present 
value,  or  value  of  investment 
adjusted  for  risk  and  Enron's  cost  of 
capital. 

Source:  Enron  Energy  Services. 


hundred  times  the  $40-a-megawatt- 
hour  norm,  which  has  been  known  to 
happen,  Enron  can  switch  customers  to 
gas  and  sell  the  electricity  at  the  higher 
spot  price. 

The  strategy  is  complex  to  execute. 
Enron  has  hired  former  investment 
bankers  from  Bankers  Trust  and  other 
firms  to  help  originate  deals  and  ana- 
lyze potential  customers  down  to  the 
impact  electricity  costs  have  on  their 
per-unit  profits.  "That  ensures  that 
when  we  go  in  to  a  customer  we'll 
knock  their  socks  off,"  boasts  Harold 
Buchanan,  36,  who  runs  marketing  at 


Enron  Energy  Services. 

Enron  also  has  a  5,000-employee 
services  arm,  including  engineers  and 
at  least  one  physicist,  who  analyze  a 
customer's  office  or  factory  to  deter- 
mine the  best  way  to  save  money. 
Sometimes  it's  just  a  matter  of  in- 
stalling energy-efficient  light  bulbs  or 
slowing  down  the  pumps  on  an  air- 
conditioning  system.  Other  times 
Enron  has  to  take  the  risky  step  of  in- 
vesting millions  of  dollars  in  new 
equipment. 

Of  course,  all  the  advice  in  the 
world  is  useless  if  customers  don't  fol- 
low it.  On  a  recent  day  in  the  Enron  En- 
ergy Services  control  room,  Sean 
Holmes,  a  VP  in  charge  of  strategic 
planning,  shakes  his  head  in  consterna- 
tion as  he  looks  at  an  electronic  rendi- 
tion of  the  Packaged  Ice  plant  in  Hous- 
ton. Enron's  engineers  thought  they'd 
explained  how  running  fewer  compres- 
sors at  full  load  would  save  a  pile,  but  a 
spot  check  shows  that  for  some  reason 
all  seven  compressors  are  on. 

Enron's  got  a  plan  to  fix  that,  too. 
With  a  new  Internet-based  system  (and 
its  customers'  permission),  engineers 
will  be  able  to  monitor  and  control 
equipment  from  Houston.  "It's  like  any 
other  linear  equation — the  more  vari- 
ables you  have  under  control,  the  easier 
it  is  to  minimize  something,"  says  Pai, 
the  son  of  a  University  of  Maryland 
math  professor.  "We're  taking  financial 
theory  and  applying  it  to  business."    F 


Soft  Energy  Path 


Electric  companies  used  to  make  their 
money  from  hard  assets  like  dynamos. 
Enron  makes  its  money  from  soft  assets 
like  computer  programs.  It  uses  comput- 
ers to  slice  up  and  reassign  price  risk. 

Say  a  plastics  manufacturer  is  worried 
about  rising  electricity  prices,  which  could 
hurt  earnings.  A  power  producer  is  con- 
cerned about  falling  prices,  which  might 
reduce  its  ability  to  service  debt.  Enron 
steps  into  the  middle  with  a  swap  agree- 
ment in  which  it  pays  the  power  producer 
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in  cash  whenever  electricity  falls  below  a 
certain  index  price,  but  collects  cash  if  the 
price  rises.  On  the  other  side,  Enron  pays 
the  customer  if  the  price  rises  but  collects 
money  if  it  falls.  The  local  utility  still  bills 
the  customer,  but  Enron  has  eliminated 
much  of  the  price  risk.  What's  in  it  for 
Enron?  It  makes  a  spread  on  the  swap 
contract,  and  gains  valuable  information 
about  electricity  generation  and  usage, 
which  it  uses  to  hone  its  trading  skills  in 
the  wholesale  electricity  market.      —D.F. 


Meltdown 

Sooner  than  you 
think,  long-distance 
calls  will  be  free. 
Kiss  billions  | 

in  annual  profits 
good-bye. 

BY  SCOTT  W00LLEY 

THE  JIG  IS  UP.  FREE  LONG  DIS 
tance,  and  the  long-expectec 
death  of  the  $70  billion-plus 
long-distance  industry,  is  arrivin; 
quicker  than  anyone  thought. 

Mind-boggling  advances  in 
fiber-optic  capacity  have  droppe 
the  wholesale  cost  of  carrying  a  cal 
40%  a  year.  Regulators  are  cutting 
props  from  under  artificially  high 
access  charges.  Web  players  offering 
unlimited  free  calls  want  to  circum 
vent  the  phone  network  altogether. 
Mobile  and  newly  entering  local  car- 
riers are  also  taking  big  bites  of  the 
long-distance  market  with  low-cosl 
or  free  calling  plans.  More  than  $1( 
billion  in  annual  profits  is  disap 
pearing  before  the  industry's  eyes. 
With  the  cost  of  physically  trans 
porting  a  call  now  down  to  just  7% 
of  what  consumers  pay,  it  costs  more 
to  bill  for  a  call  than  to  provide  it.  In 
May  the  Federal  Communications 
Commission  chopped  the  fees  long- 
distance carriers  pay  to  local  carriers 
at  both  ends  of  every  call,  eliminat 
ing  $3.2  billion  in  costs.  AT&T  tried 
to  raise  per- minute  fees  to  reflect  its 
cost  to  bill  low-volume  users,  but 
had  to  cave  in  a  few  days  later  to 
public  outcry. 

Deflation  is  rocking  the  industry. 
AT&T's  consumer  long-distance  rev- 
enues plunged  just  under  10%  last 
quarter,  a  bigger-than-expected 
drop  that  knocked  14%  off  of 
AT&T's  already  depressed  stock  price 
in  one  day.  Previous  quarters  had 
seen  smaller  declines;  the  rate  of  at 


T&T'S  MIKE  ARMSTRONG 

esidential  customers:  60  million 

otal  long  distance  revenue:  $38  billion 

ophy  is  increasing  (see  chart). 

AT&T  knows  the  business  is  disap- 
earing,  but  argues  that  paying  per- 
irinute  is  a  well-ingrained  habit  that 
nany  consumers  will  be  slow  to  aban- 
on.  AT&T  head  of  strategy  John 
'etrillo  compares  it  to  when  consumers 
?ere  first  allowed  to  own  phones. 
Many  people  continued  to  lease  their 
hones  for  much  longer,  even  when  it 
/as  clear  that  the  total  cost  of  owner- 
hip  was  higher,"  he  says. 

Others  expect  technological  change 
3  overwhelm  old  pricing  systems  al- 
nost  immediately.  "When  you  have 
wholesale]  rates  for  minutes  declining 
1 30%  to  50%  a  year  it  reaches  the  bot- 
om  quickly,"  says  Ross  Mayfield,  presi- 
lent  of  RateXchange,  an  online  ex- 
hange  that  lets  carriers  trade 
)ng-distance  capacity  as  a  commodity. 

Per-minute  charges  are  already  ob- 
olete,  says  Tom  Evslin,  a  former  AT&T 
xecutive  who  now  runs  ITXC,  which 
outes  voice  traffic  over  newer,  Inter- 
iet-style  networks.  "We're  moving  to- 
ward a  Web  model.  You  don't  pay  extra 
or  sending  e-mail,  you  don't  pay  extra 
or  browsing  a  Web  site,  and  you  won't 
»ay  extra  for  making  a  long-distance 
ihone  call,"  he  says. 

Evslin  sees  domestic  long  distance 
ieing  billed  more  like  Internet  access. 
>ome  will  pay  a  flat  fee  for  unlimited 
alls  or  get  it  free  as  part  of  a  package  of 
elecom  service  or  put  up  with  a  few 
ds  in  exchange  for  free  service 

The  big  long-distance  companies, 
ncluding  AT&T,  have  been  inching  to- 
ward flat-rate  billing,  cutting  per- 


SPRINT'S  WILLIAM  ESREY 
Residential  customers:  9  million 
Total  long  distance  revenue:  $11  billion 

minute  fees  even  as  they  raise  (or  try  to 
raise)  minimum  monthly  charges.  The 
miracle  is  how  they've  managed  to  keep 
people  paying  so  much  per  minute  for 
so  long.  Half  of  AT&T's  60  million  con- 
sumer customers  pay  the  grossly  in- 
flated "basic"  rates  of  close  to  20  cents  a 
minute,  according  to  Salomon  Smith 
Barney.  Ma  Bell  averages  16  cents  per 
minute.  WorldCom  has  less  profit  to 
lose:  Its  average  revenue-per-minute  is 
1 1  cents.  Until  now  chatty  consumers 
kept  industry  revenue  flat  by  spending 
more  time  on  the  phone  as  prices  fell. 
At  some  point,  when  free  becomes  the 
norm,  consumers  will  shuck  their  iner- 
tia and  go  for  the  free. 

The  Death  of  Distance 


The  most  glaring  example  of  erosion 
in  the  long-distance  business  is 
AT&T's  consumer  division.  The 
decline  shown  here  would  be  even 
steeper  had  AT&T  not  lumped  in 
Internet  and  local  phone  revenue, 
which  are  increasing  rapidly. 


1996 


1999 


2000 


Percentage  change  from  previous  year's  quarter. 
Sources:  AT&T,  Salomon  Smith  Barney. 


MCl'S  BERNARD  EBBERS 
Residential  customers:  18  million 
Total  long  distance  revenue:  $21  billion 

AT&T  Chief  Executive  C.  Michael 
Armstrong  knows  he  can't  avoid  this  fate. 
Along  with  his  bold  bets  on  broadband 
cable,  he  has  done  a  stellar  job  cutting  $2 
billion  in  costs  to  sustain  his  $8  billion 
in  consumer  long-distance  cash  flow  (in 
the  sense  of  earnings  minus  interest, 
taxes  and  depreciation). 

Threats  to  AT&T  are  coming  from 
more  than  the  WorldComs  of  the 
world.  Web  startups  such  as 
Dialpad.com  are  using  Internet-style 
networks  to  circumvent  the  old  tele- 
phone system  altogether.  Their  goal 
isn't  just  free  calling — though  that  is 
certainly  a  big  part  of  it.  They  also  hope 
to  add  new  calling  features  such  as  re- 
placing numbers  with  e-mail  addresses. 

In  this  view  of  voice  communica- 
tion, people  log  on  to  whatever  device 
they  are  near — a  PC,  a  phone,  a  com- 
puter kiosk  at  the  airport — and  enter 
an  e-mail-style  address.  The  Internet 
knows  which  device  to  "ring."  Compa- 
nies that  own  millions  of  consumer  e- 
mail  addresses — such  as  AOL,  Yahoo 
and  Microsoft's  Hotmail — can  seize 
control  of  long-distance  customers  by 
offering  such  features. 

For  now,  most  of  this  talk  of  free  long 
distance  applies  only  to  domestic  calls. 
The  same  forces  are  at  work  in  interna- 
tional long  distance,  but  politically  pow- 
erful phone  companies  looking  to  guard 
their  fat  long-distance  profits  are  in  a  po- 
sition to  stave  off  severe  price  declines. 

Even  they  can't  fight  the  laws  of 
technology  and  economics  forever — 
zero-cost  calls  to  Tokyo,  Sydney  and 
Moscow  are  just  a  matter  of  time.       F 
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Being  first  lo  market  is  essential  for  success  in  information  technology.  As  the  industry's 
economic  benefits  of  300mm  technology.  Technology  that  will  enable  higher  produ 
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300mm 

im  equipment  supplier,  Applied  Materials  is  in  a  unique  position  to  assist  wafer  and  semiconductor  manufacturers  in  realizing  the  full 
ower  cost.  The  Information  Age  is  racing  to  the  next  level.  Applied  Materials  has  the  experience  and  expertise  to  help  get  you  there  first. 


THE  MEfiSURE  OF  SUCCESS 


High  Stakes 

International  Game  Technology 
is  the  Microsoft  of  slot 
machines.  That's  not  all  good. 


BY  DOROTHY  POMERANTZ 

THE  BANNING,  CALIF.-BASED  IN- 
dian  tribe,  the  Morongo,  is  shop- 
ping for  2,000  new  slot  machines. 
International  Game  Technology  prob- 
ably won't  get  the  business. 

Two  years  ago  IGT  sided  with 
Nevada  casinos  and  spent  $200,000  to 
oppose  a  ballot  allowing  expanded  In- 
dian gaming  in  California.  That  ballot 
ultimately  failed,  but  voters  approved  a 
similar  proposal  in  March.  Now  the 
state's  Indians  are  in  the  market  for 
44,000  one-armed  bandits,  and  they 
have  long  memories. 

"We're  not  dealing  with  IGT,"  de- 
clares Damon  Sandoval,  of  the 
Morongo  tribal  council.  "We  don't 
forget." 

For  the  past  decade  $930  million 
(fiscal  1999  sales)  IGT  has  owned  the 
$1  billion  slot  machine  industry,  with  a 
72%  hold  on  the  U.S.  market,  and  74% 
of  the  machines  in  its  home  state  of 
Nevada.  But  its  grip  is  loosening, 
thanks  to  some  plucky  foreign  upstarts, 
a  looming  antitrust  claim  filed  by  a 
competitor  and  a  misjudgment  of  the 
market's  appetite  for  popular  video- 
game slots. 

To  get  an  up-close  look  at  IGT's 
challenges,  visit  the  sprawling  casino 
in  Las  Vegas'  MGM  Grand,  where  a 
bank  of  IGT  machines  recently  made 
way  for  61  Family  Feud  videogames 
from  Silicon  Gaming.  The  new  ma- 
chines not  only  let  players  lose  money 
the  traditional  way,  praying  for  the 
right  combination  of  bars,  but  engage 
them  in  a  live-action  family  feud  com- 
plete with  a  smarmy  digital  host. 

"Video  slot  machines  are  the  fu- 
ture," admits  Charles  Mathewson, 
man  and  chi  -\  executive  of  IGT, 
>     p  rich  off  of  old- 

'And  we're  not  al- 

74     F   O   R   B   S   S  ■    lulv  3.  2000 


ways  going  to  be  on  top." 
Executives  at  Japan's 
Konami  Co.  are  hoping 
he's  right.  A  longtime 
maker  of  pachinko  ma- 
chines and  videogames 
that  only  moved  into 
slots  in  1998,  Konami 
quickly  bumped  off  IGT 
as  the  number  two  seller  of  slots  in 
Australia  behind  Aristocrat  Leisure 
with  25%  of  the  market.  This  despite 
IGT's  dozen  years  of  experience  in  the 
country. 

IGT  tried  to  bulk  up  in  1998  by 
paying  $112  million  for  ailing  Aus- 
tralian slotsmaker  Olympic  Amuse- 
ments. But  the  acquisition  has  turned 


Gambling  man:  Konami's  McClain  bets  on  slots  to  beat  IGT. 

into  a  noose,  resulting  in  an  $87  mil- 
lion charge  to  IGT's  fourth-quarter 
earnings  and  a  59%  decrease  in  1999 
earnings. 

Stealing  a  page  from  its  Australian 
handbook,  Konami  is  moving  into 
IGT's  U.S.  stronghold  by  naming  a  for- 
mer IGT  senior  vice  president  of  inter- 
national sales  to  run  its  operations.  The 
new  appointee,  Dean  McClain,  has  al- 
ready won  crucial  approvals  to  sell  slots 
in  Nevada,  where  he  told  the  state's 
Gaming  Control  Board  that  he  expects 
to  have  200  employees  within  two 
years.  Most  states  follow  Nevada's  lead 
in  licensing  approvals. 

McClain  isn't  elaborating  on  Kon- 
ami's plans  for  the  U.S.  But  he  has  qui- 


etly been  making  the  rounds  of  Cali 
fornia's  Indian  tribes,  who  are  expectec 
to  pull  in  $4.6  billion  in  gambling  rev- 
enues by  2004.  And  Konami  isn't  tb 
only  threat.  Perhaps  emboldened  by  its 
ability  to  keep  IGT  at  bay  in  its  nativ< 
Australia,  Aristocrat  expects  to  win  it 
Nevada  license  this  summer.  The  com 
pany  commands  an  IGT-like  65%  mar 
ket  share  in  Australia,  mostly  with  fh< 
video  slots  that  will  likely  be  the  ma- 
chine of  choice  in  California's  nascen 
Indian  casinos. 

While  IGT  may  have  fallen  behind  in 
coming  up  with  flashy  new  games,  tb 
company  manages  to  keep  its  customer' 
in  line  by  dominating  the  back  room 
with  accounting  software  that  keeps  i 
real-time  record  of  the 
money  that's  being  woi 
and  lost  on  each  slo 
machine. 

In  order  to  work  fo: 
a  typical  casino  the  soft- 
ware needs  to  be  able  to 
talk  to  machines  mad' 
by  many  manufactur- 
ers. But  IGT's  software 
has  its  best  conversa- 
tions with  IGT's  own 
machines.  Shades  of  Bill 
Gates?  This  softwar 
compatibility  point  is 
the  centerpiece  of  a  re- 
cent antitrust  complaint 
filed  against  IGT  by  the 
company's  closest  rival, 
WMS  Industries.  After  being  slapped 
with  a  series  of  patent-infringement 
lawsuits  by  IGT,  WMS'  lawyers  repaid 
the  favor  with  the  accusation  that  IGT 
monopolizes  new  casinos  by  giving 
away  accounting  software  in  exchange 
for  the  casino's  promise  to  buy  at  least 
75%  of  its  games  from  IGT 

An  IGT  lawyer  blasts  the  charge  as 
"absolutely  untrue,"  but  the  suit  un- 
derscores IGT's  growing  reputation  for 
arrogance  in  its  dealings  with  casinos. 
But  unlike  Microsoft,  whose  stock  is 
off  43%  from  its  one-year  high  in  re- 
action to  legal  and  competitive  prob- 
lems, IGT's  stock  soared  to  a  recent 
high  of  $28,  or  1 8  times  expected  2000 
net  per  share.  A  chancy  bet.  F 
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Where's 
Dean? 

Acquisitive  publisher  Dean 
Singleton  has  been 
conspicuous  in  his  absence 
from  a  recent  frenzy  of 
newspaper  sales.  He's 
tuning  in  elsewhere. 


BY  MARK  LACTER 

WITH  A  POTENTIAL  $8  BILLION 
worth  of  newspapers  on  the 
block  recently,  William  Dean 
Singleton  would  seem  a  likely  buyer. 
After  all,  he's  swallowed  some  5 1  daily 
newspapers  into  his  MediaNews  Group 
empire.  Instead,  he  was  at  a  ski  lodge 
outside  of  Anchorage,  Alaska,  sipping 
wine  and  pontificating  at  a  conference 
of  his  editors.  The  Texas  native  even 
broke  into  a  parody  of  the  Johnny  Pay- 
check hit,  "Take  This  Job  and  Shove  It." 

"We  like  to  buy  wholesale,"  he 
quips,  back  in  his  nondescript  Media- 
News  headquarters  in  Denver.  "We 
tend  to  be  value  buyers,  and  we  haven't 
seen  value  in  the  last  year." 

Having  built  his  company  into  a  $1 
billion  (revenues)  newspaper  empire, 
is  the  notorious  bad  boy  of  cheapskate 
publishing  singing  a  different  tune 
these  days? 

Actually,  the  48-year-old  Singleton 
hasn't  slowed  a  bit,  despite  the  onset  of 
multiple  sclerosis.  Most  recently,  his 
flagship  Denver  Post  was  victorious  in  a 
long-running  war  with  E.W.  Scripps 
Co.'s  Rocky  Mountain  News.  After  burn- 
ing through  $123  million  over  the  last 
decade  in  the  fight,  Scripps  swallowed 
its  pride  and  asked  Singleton  to  form  a 
joint  operating  agreement,  the  govern- 
urtioned  last  gasp  for  flounder- 
ing papers.  Adding  insult  to  injury, 
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Scripps  is  handing  over  $60 
million  to  Singleton  and 
killing  its  Sunday  paper  in  the 
deal,  too. 

But  Singleton's  meeting 
in  Alaska  was  symbolic  of  a 
change  in  strategy.  He  just 
completed  the  $7  million 
purchase  (including  assumed 
debt)  of  his  first  TV  station, 
KTVA-TV,  the  number  two 
outlet  in  Anchorage. 

And  he  says  that  more 
broadcast  deals  will  come. 

Which  naturally  raises 
the  question:  What  took  the 
famously  acquisitive  Single- 
ton so  long  to  diversify?  The 
answer  has  as  much  to  do 
with  federal  regulations  bar- 
ring cross-ownership  between  newspa- 
per publishers  and  broadcasters  as  it 
does  with  economics. 

Until  now  Singleton  hasn't  seen  any 
financial  reason  to  branch  out  of  news- 
papers. "I  don't  think  television  standing 
alone  is  that  great  a  business.  I  don't 
think  radio  standing  alone  is  that  great  a 
business.  I'm  not  sure  Internet  is  that 
great  a  business.  But  all  this  put  together 
creates  a  dynamic  business.  The  one  last 
piece  is  cross-ownership,"  says  Singleton. 
He's  referring  to  the  stumbling  block 


of  Federal  Communications  Commis 
sion  regulations  dating  back  to  the  1970s 
that  prohibit  newspapers  from  owning 
broadcast  outlets  in  the  same  town 

"I've  been  working  my  butt  off  or 
that  for  the  last  year,"  he  declares,  not 
ing  his  lobbying  efforts  as  an  officer  o 
the  industry's  trade  association. 

But  presuming,  as  is  likely,  the  FCC 
allows  more  cross-ownership,  Single 
ton's  plan  is  just  an  evolution  of  th< 
newspaper-clustering  strategy  he's  beer 
perfecting  for  years.  Using  a  combina- 
tion of  junk  bond  debt  and  bank  fi- 
nancing, Singleton  and  his  87-year-olc 
partner,  Richard  Scudder,  are  masters  a 
bunching  smallish  suburban  and  hick- 
town  papers  around  metro  areas  anc 
skimming  off  advertising  revenue  that 
would  otherwise  go  to  the  big  paper  in 
the  city.  The  dominant  Los  Angele. 
Times,  for  instance,  now  faces  an  encir- 
clement of  MediaNews  dailies  that 
range  from  the  Long  Beach  Press- 
Telegram  in  the  south,  the  Pasadena 
Star-News  and  San  Gabriel  Valley  Tri- 
bune to  the  east  and  the  Daily  News  to 
the  north. 

Though  reporters  often  bellyache 
about  Singleton's  penny-pinching  ways 
(he's  "Dinky"  Singleton  in  Denver's  al- 
ternative weekly),  he  produces  an 
above-average  operating  margin  (net 
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Hyundai  Electronics  offers  an  ideal  combination  of  Semiconductors, 
Telecommunication  handsets  &  systems,  and  LCDs 

Being  the  world's  leading  DRAM  maker  is  only  one  facet  of  Hyundai  Electronics.  The  company's 
diversified  husiness  portfolio  includes  a  Telecommunication  Group,  which  is  recognized  as  the  world's  first 
commercial  developer  of  CDMA,  and  a  LCD  Group,  known  for  its  advanced  technology  and  the  rapid 
development  of  new  products  via  continuous  R&D  efforts.  Now.  to  maximize  shareholder  benefits.  Hyundai 
Electronics  has  given  first  priority  to  making  its  management  more  transparent  and  profit-oriented. 
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New  Commitments  of  Hyundai  Electronics 

Synergy  through  Integration 

Hyundai  Electronics  Industries  (HEI)  is  creating  an  integration- 
based  synergy  effect  to  leverage  its  economies  of  scale  and 
upside  potential,  as  well  as  to  optimize  the  contribution  of  R&D. 

Business  structure  rationalization 

HEI  is  making  its  company  structure  more  flexible  by  undertaking 
decisive  spin-offs,  by  aggressively  attracting  outside  investment, 
ana  by  de-emphasizing  its  DRAM  business. 


Profit-oriented  Management 

HEI  is  maximizing  its  shareholder  value  by  continuously  improving 
its  financial  structure,  as  well  as  by  developing  a  profit-oriented 
management  culture  and  introducing  regular  IR  activities. 

Enhancement  of  Managerial  Transparency 

HEI  is  becoming  more  transparent  by  introducing  the  most  advanced 
management  skills  available  ana  by  expanding  the  number  of 
Outside  Directors  to  make  up  50%  of  Company  Managing  Directors. 
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before  depreciation,  interest  and  taxes 
of  around  25%.  With  an  expande* 
$350  million  line  of  bank  credit  and 
restructuring  of  existing  debt  tha 
shaves  3V4%  to  4V4%  off  his  interes 
rates,  he  has  buying  power. 

Expect  Singleton  to  spend  th 
money  on  more  radio  and  televisioi 
stations  in  the  markets  where  Media 
News  has  newspapers,  where  he'll  likel 
combine  the  news-gathering  opera 
tions  to  save  costs,  much  as  he  alread 
does  with  his  newspapers.  For  instance 
he  has  only  one  primary  reporter,  in 
stead  of  four  or  five,  covering  the  Lo 
Angeles  Dodgers  for  all  his  papers  ii 
southern  California. 

"The  beauty  of  this  is  that  you  don' 
need  the  strongest  station  in  the  mar 
ket,  "  he  says.  "You  just  need  a  signal." 

Some  of  this  synergy  may  involv 
partnerships  rather  than  outright  own 
erships.  Singleton's  Denver  Post  struck ; 
deal  late  last  year  with  the  Tribune  Co.' 
Denver  TV  station,  KWGN-TV,  in  whid 
local  news  is  provided  for  AT&T's  re 
gional  broadband  service.  Subscriber 
can  call  up  a  news  story  from  the  Pos 
and  view  video  from  the  TV  station  or. 
the  new  service,  Coloradonow.com. 

At  the  same  time,  Singleton  is  look 
ing  to  integrate  the  Internet  into  hi. 
grand  scheme.  His  Web  site  activitie 
are  run  in  typical  threadbare  fashion 
Two  women  in  an  office  down  the  hal 
coordinate  look-alike  online  versions  o 
50  of  MediaNews'  papers. 

What  happens  to  print?  Says  Single 
ton:  "You  got  to  get  off  talking  abou 
newspapers.  Revenues  need  to  grow  a 
an  acceptable  rate  every  year,  but  i 
doesn't  matter  which  vehicle  they  comt 
from.  If  all  I  had  was  a  newspaper  in  Po- 
dunk  City,  over  the  next  ten  years  I 
would  deteriorate.  But  if  I  had  a  news 
paper  in  Podunk  City  and  full  Internd 
technology  and  a  radio  and  TV  station 
the  combined  entity  would  survive." 

Referring  to  the  convergence 
mantra  he's  been  preaching,  Singleton 
intones,  "We've  made  our  editors  un- 
derstand where  the  future  is." 

Corrects  his  chief  operating  officer 
Anthony  Tierno,  with  a  knowing 
chuckle:  "Their  future."  F 
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Insights  By  Peter  HubeL 


Drill  Bits  for  the  Web 


THE  WEB  IS  SUFFOCATING  IN  ITS  OWN  PAGES. 
Clicking  your  way  down  to  the  one  you  want  has 
become  as  tedious  as  punching  a  telephone  keypad 
through  an  interminable  recording.  Then,  to  com- 
plete a  transaction  online,  there's  the  endlessly 
repetitive  business  of  filling  in  the  forms.  Yes,  it's  still  much 
faster  than  driving  to  the  mall.  But  if  this  is  "frictionless," 
then  so  is  molasses.  The  growth  of  the  Web  may  speed  up 
everything  else,  but  it  sure  does  slow  down  the  Web  itself. 

It's  going  to  get  worse.  Every  object  and  activity  in  life — 
every  person,  home,  car,  bank  account,  flight  reservation,  i 
tergent  and  cereal — is  spawn- 
ing a  platoon  of  digital 
shadows.  When  they're  all 
working  just  right  together, 
these  shadows  can  wonder- 
fully streamline  the  routine 
chores  of  daily  life.  But  that 
ultimately  requires  efficient, 
reliable  links  between  the 
physical  and  virtual.  The  links 
currently  at  hand  depend 
mainly  on  keyboard,  mouse 
and  screen.  They  stink. 

The  Web  wasn't  designed 
for  linking  real  world  to  vir- 
tual; it's  optimized,  instead,  for 
linking  the  virtual  to  the  vir- 
tual, one  Web  page  to  the  next. 
The  Welz's  server-client  structure,  and  the  addressing  conven- 
tions that  go  with  it,  reinforce  the  idea  that  my  PC,  the  "client" 
at  one  end  of  the  line,  wants  to  download  a  graphical  page 
from,  say,  the  United  Airlines  server  at  the  other.  And  then 
link  from  that  page  to  another.  And  then  to  yet  another. 

But  that  isn't  what  my  W  wants  to  do,  at  least  not  when 
I'm  using  it.  Spare  me  the  corporate  logo.  Forget  the  'site 
map."  Most  o\  the  time  I  don't  want  one  page  to  lead  me  to 
another,  I  want  it  to  lead  me  to  macadamia  nuts  dipped  in 
milk  chocolate,  or  to  a  tlight  to  Honolulu.  Getting  to  a  page 
that  will  deliver  something  more  than  just  another  page  typ- 
ically  requires  do/ens  of  dicks,  and  as  many  opportunities  to 
get  lost.  The  average  user  gives  up  a  few  clicks  into  the  trek. 
Or  else  he  abandons  his  shopping  carl  at  the  point  where 
he's  asked  to  painstaking!)  type  his  own  digital  Identity  into 
the  server's  database. 

ll>  nutans,  but  they're  all  still  quite  primitive. 

logi  h  engines  provide  some  help  tunneling 

in  server,  and  then  through  the 
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server  to  the  right  page 
Bookmarks  help.  So  d 
"auto-complete"  capability 
in  browsers,  and  PC-base 
electronic  "wallets."  Onlin 
services,  like  Novell's  "digi 
talme,"  can  cut  through  som 
of  the  tedium  of  typing  i 
personal  information  on  re 
peat  visits.  "Cookies,"  thoug 
much  maligned,  serve  a  simi 
lar  (and  very  useful)  functior 
"Screen  scraper"  services  like  Yodlee  will  visit  a  bunch  c 
different  Web  sites  on  your  behalf,  log  on  to  each  in  you 
name  and  consolidate  the  information  so  gathered  on 
single  page.  I  began  pulling  together  all  my  frequent-flye 
accounts  that  way,  after  I  concluded  that  major  airlines  ha 
designed  their  Web  sites  to  be  as  quick  and  convenient  as 
typical  trip  through  a  busy  airport. 

Next-generation  tunneling  technologies  are  now  rapidl 
coming  of  age.  This  fall,  for  example,  FORBES  will  give  sub 
scribers  a  miniscanner  (called  a  "cat")  to  sit  alongside  th 
PC's  mouse;  along  with  barcodes  in  advertising  copy  and  ar 
tides,  it  will  take  you  from  a  page  in  the  magazine  to  it 
counterpart  on  the  Web.  Within  the  next  year  a  raft  of  com 
parable  input/output  devices  will  be  instantly  linking  phys 
ical  to  virtual,  by  way  of  card  swipe,  retinal  scan,  pah 
reader,  voice-print  analyzer  or  embedded  wireles 
transponder. 

These  technologies  will  all  help  cut  through  the  weakest 
slowest  layers  of  the  Web,  where  pages  intersect  with  peopl 
and  physical  objects  at  one  end,  and  with  computer  data 
bases  at  the  other.  Eventually,  people  and  things  will  link  t< 
their  virtual  shadows  as  quickly  and  effortlessly  as  they  cur 
rently  link  to  a  driver's  license,  wallet,  address  label,  or  in 
struct  ional  sticker.  Traversing  the  Web  will  be  a  zero-click  ex 
perience,  whenever  you're  hunting  for  a  known  destinatioi! 
rather  than  just  browsing  for  ideas. 

Most  of  the  Web  buzz  these  days  is  about  high-spee< 
lines.  But  tunneling  technologies  will  do  far  more  to  spee( 
up  what  matters  most  on  the  Wet) — not  pages  but  links,  no 
screens  to  read  but  transactions  to  execute.  Cutting  righj 
through  the  fog  of  pages  is  a  lot  more  useful  than  serving  u{ 
more  fog,  faster.  When  does  e-commerce  get  profitable 
When  shoppers  stop  clicking  and  start  buying. 

Peter  Huber  (pwhuber@bellatiantic.net  K  a  Manhattan  Institute  senior 
fellow,  is  the  author  of]  ford  Green:  Saving  the  Environment  from  the 
1  nvironmentalists.  Homepage  www.phuber.eom. 
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New  Age  Homemaker 

i  me  Director's  Mary  Walker  wants  to  wire  your  house  so  you  too 
en  feel  like  Bill  Gates.  But  do  people  really  want  talking  toasters? 


YOU  CAN  SOMETIMES  LEARN  A  PERSON'S  DIRTY  LITTLE 
secret  during  lunch.  So  it  was  with  Mary  Walker,  40, 
the  poised  and  articulate  chief  executive  of  a  former 
IBM  unit  called  Home  Director.  The  setting  is  a 
risy  conference  table  in  her  office-park  headquarters  in 
/irrisville,  N.C.,  where  we  are  having  cheese  sandwiches. 
ih  whispers  that  she  didn't  buy  the  top  dishwasher  for  her 
iv  built  home,  so  she  doesn't  have  a  "china  cycle"  option, 

r  glasses  are  getting  scratched. 
vValker's  company  aims  to  fix  that  problem.  Home  Di- 
e  or,  since  sold  off  by  IBM  to  venture  capitalists,  will 
iieday  allow  Walker  to  download  software  off  the  Inter- 
upgrade  her  dishwasher  and  rescue  her  glasses.  Her 
nig  machine  will  call  up  the  Net  and  ask  how  to  get  a 
>t  blot  out  of  a  cotton  blend.  Some  of  these  Net-surf- 


ing appliances  will  show  up  as  early  as  next  year. 

We  move  our  discussion  out  of  Walker's  kitchen  into  the 
rest  of  her  six-bedroom  brick  home  in  Cary,  N.C.  Walker  has 
six  children  and  nine  PCs.  We  are  not  sure  which  is  more  flab- 
bergasting. Walker  calls  herself  the  "ultimate  consumer"  for 
her  product.  In  her  house  all  nine  computers  can  be  on  the 
Net  at  the  same  time  with  the  same  Internet  account.  She  can 
direct  a  movie  from  one  DVD  machine  to  any  of  her  five  TV 
screens,  so  there  is  no  fighting  for  the  good  TV.  Her  children 
don't  turn  off  the  lights  when  they  leave  a  room — what  a 
surprise.  Ten  minutes  after  no  motion  is  detected,  the  fights 
switch  off.  Her  security  system  is  hooked  up  so  it  shuts  off 
before  she  lets  the  dog  out. 

There's  a  highly  visible  scramble  among  corporate  giants 
to  get  copper  wire  or  radio  waves  or  fiber  optics  to  American 

homes.  Lesser  known  is 
the  battle  to  wire  the 
last  50  feet  in  the 
home.  That's  Walker's 
world,  and  it's  getting 
crowded  even  before  the 
toasters  speak. 

Lucent,  with  its 
HomeStar  residential 
wiring  system,  is  strong 
out  West,  Bell  Atlantic  is 
getting  a  presence  from 
Maine  to  Virginia,  and 
smaller  fries  like  USTec 
in  Victor,  N.Y.  and  OnQ 
in  Harrisburg,  Pa.  are 
establishing  footholds 
nationally.  Most  of  the 
Baby  Bells  are  comers, 
and  Cisco,  3Com  Corp. 
and  Motorola  are 
working  on  hardware 
applications. 

"Toasters  probably 
won't  have  much  to 
say,"  says  Walker, 
straight-faced,  but  that 
is  a  technical  point,  and 
she  can't  help  herself 
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because  she  is  an  engineer.  Anyway,  of 
the  1.5  million  houses  built  last  year, 
120,000  got  basic  network  wiring  in- 
stalled in  the  walls.  Home  Director 
wired  10,000  of  those  at  an  average 
cost  of  $1,200  a  home.  Sounds  tiny, 
but  industry  consultants  like  Dallas- 
based  Parks  Associates  see  2.5  million 
networked  homes  at  roughly  $1,000  a 
home  come  2004. 

The  kind  of  people  who  like  to  read 
computer  manuals  may  have  already 
achieved  aspects  of  this  future,  but 
Home  Director  is  betting  most  con- 
sumers will  be  happy  to  pay  a  profes- 
sional to  install  the  network.  The  heart 
of  the  smart  home  is  a  fairly  dumb 
computer  that  fits  inside  a  wall  and 
connects  to  phone,  PC,  cable  and  elec- 
tric lines  and  to  a  wireless  transmitter 
that  can  reach  other  appliances.  Once  a 
signal  comes  in,  the  networking  equip- 
ment amplifies  it  and  directs  it  to  where 
it's  supposed  to  go — for  example,  to 
the  stereo. 

Home  Director  trains  local  secu- 


rity system  installers,  as  well  as  peo- 
ple from  electronic  firms  and  Baby 
Bells,  to  install  its  equipment — a 
modest  amount  of  software  and  a  rats' 
nest  of  wiring.  Then  she  gives  in- 
stallers the  big-deal  name  of  "integra- 
tors." Walker  has  lined  up  2,000  of 
these  integrators  thus  far  and  plans  to 
have  5,000  by  next  year. 

Her  sandwich  is  still  untouched.  Is 
the  competition  giving  her  indiges- 
tion? Walker  is  a  focused  person,  and 
at  this  moment  she  is  focused  on  talk- 
ing. As  for  competition,  "I  don't  mean 
to  sound  arrogant,  but  there  is  none 
today.  Each  of  these  home  networking 
companies  is  working  on  just  a  subset 
of  the  system."  Home  Director  wants 
to  control  the  pieces,  putting  together 
brands  from  competitors  and  in- 
stalling their  hardware  into  the  home. 
"We  are  the  ultimate  integrator,"  she 
maintains. 

One  reason  may  be  that  Walker 
spends  a  lot  of  time  integrating  her 
competitors — making  them  partners. 


"It  keeps  those  who  could  squash 
busy,"  says  Walker.  So  who  are  th 
She  ticks  some  off:  "Bell  Atlantic, 
Corp.,  Cisco,  Proxim  and  IBM." 

The  chief  executive  avoids  the 
wich  long  enough  to  explain  h 
Home  Director  hopes  to  take  a  re 
ring  bite  out  of  a  monthly  bill  for 
products  she  could  sell,  like  bundle* 
cable,  local  and  long-distance  phon 
service,  entertainment  and  Internet  ser 
vices,  even  cellular. 

It's   time   for   a   demonstratio 
Walker  leads  me  to  another  messy  con 
ference  room  where  there  are  a  few  T\ 
sets  and  some  track  lighting.  This  is  no 
Bill  Gates'  house.  She  hunts  around  fo 
a  remote  clicker  to  turn  down  th 
room's  temperature.  She  starts  clickin 
away  to  get  the  screen  for  heat.  Afte 
clicking  a  bit  more,  she  gives  up,  walk 
over  to  the  wall  and  turns  down  th 
heat  the  old-fashioned  way,  her  hanc 
on  the  dial.  She  shrugs,  "It's  easier." 

This  uninspiring  demo  shows  jus 
one  concern  about  the  prospect  o 
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third  straight  Formula  One  Championship. 


With  Mercedes-Benz  power  behind  him,  Mika  Hakkinen  won  both  the  1998  and  1999  Formula  One  World. 
Championships,  the  most  prestigious  title  in  motor  racing.  It  seems  whenever  Mercedes-Benz  is  racing,  a  celebration  • 
is  never  really  far  behind.  For  information,  call  1-800-FOR-MERCEDES  or  visit  us  at  www.MBUSA.com.  Motorsport 


Mary  Walker  has  six  children  and  nine  personal  computers. 
We  are  not  sure  which  is  more  flabbergasting. 


Dme  networking.  There  are  others. 
[Tie  challenge  for  Home  Director  will 
e  moving  from  new  housing  to  ad- 
ressing  the  larger  market,"  says 
aruna  Uppal,  senior  analyst  with  con- 
llting  firm  Yankee  Group.  Retrofitting 
dsting  homes  will  cost  more — start- 
ig  at  $2,000 — because  it  involves  bust- 
ig  into  walls. 

I  wonder  how  this  willful,  now 
robably  starving,  daughter  of  a  dentist 
nd  a  homemaker  was  encouraged  as  a 
lild  in  Westfield,  N.J. 

Walker  has  two  engineering  degrees 
om  Duke  University,  and  while  she 
as  struggling  with  her  work  load,  she 
.■calls,  she  had  this  conversation  with 
er  father:  "He  asked  me  why  was  I 
orking  on  something  as  difficult  as 
ngineering  when  I  would  just  get  mar- 
ied  some  day."  Walker  went  on  to  get  a 


master's  in  business  and  engineering 
from  Stanford  University.  After  her  sec- 
ond child,  her  father  asked  another  one 
of  his  sensitive  questions:  "Now  are  you 
finally  going  to  stop  working?"  The  an- 
swer was,  of  course,  no. 

Walker  paid  her  career  dues  at  IBM, 
which  she  joined  in  1982  as  a  manufac- 
turing engineer  in  Charlotte,  N.C.  She 
worked  her  way  through  several  techni- 
cal, finance  and  management  jobs  until 
joining  IBM's  personal  systems  group  in 
1997,  where  Home  Director — the 
product  and  later  the  company — were 
born.  Why  did  she  and  her  fledgling 
unit  leave  mother  IBM? 

"IBM  wasn't  putting  in  big  bucks  or 
giving  us  the  speed  with  52  decision- 
makers," Walker  says  with  a  bit  of  dis- 
dain. "In  a  PC  company,  if  you  can't 
turn  a  profit  the  first  quarter,  forget  it" 


True  enough,  Home  Director  hasn't 
turned  a  profit,  but  has  S3  million  in 
sales,  projects  S24  million  this  year,  and 
expects  to  be  profitable  next  year.  The 
company  was  primarily  financed  by 
New  York-based  venture  firm  Spencer 
Trask,  which  owns  between  30%  and 
40%.  She  owns  1.5%,  worth  a  paper 
SI. 5  million  with  the  company's  cur- 
rent equity  being  valued  at  about  SI 00 
million.  For  Walker,  a  public  offering 
couldn't  happen  soon  enough.  Just  like 
a  Web-  surfing  dishwasher. 

Right  now  there's  enough  new 
market  for  everyone,  although  that 
will  undoubtedly  change  as  even  more 
entrants  knock  on  the  front  door. 
Does  Mary  Walker  have  a  chance  to 
win  over  the  hearts  of  Americans  as 
the  ultimate  knowledge-age  home- 
maker?  She  has  a  shot.  F 
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In  the  Dumps 

Did  a  politically  connected  California 
water  baron  and  a  convicted  felon 
transform  Waste  Management's 
hardball  tactics  into  a  criminal  case? 


BY  RISHAWN  BIDDLE 

WHEN  IT  WAS  ANNOUNCED  IN  1998,  THE  CRIMINAL 
case  against  Waste  Management  had  all  the  makings 
of  an  epic  saga.  Newspapers  reported  breathlessly 
about  the  big  garbage-hauling  firm's  alleged  attempt  to  de- 
stroy a  little  water  outfit  that  was  blocking  its  efforts  to  build 
the  nation's  largest  dump  in  San  Bernardino  County,  Calif. 

Two  years  later,  12  of  the  original  23  criminal  counts 
have  been  thrown  out,  and  the  headlines  have  slowed  to  a 
trickle.  The  dump  was  quashed  by  voters  four  years  ago. 
Still,  the  damage  to  Waste  Management's  reputation  has  al- 
ready been  done,  while  a  county  official  and  a 
Waste  Management  lawyer  have  also  been  in- 
dicted in  the  mess. 

Why  does  the  case,  which  will  likely  go  to  trial 
this  fall,  drag  on?  In  California  it's  hard  to  sepa- 
rate water  and  politics.  And  when  it  comes  to 
Cadiz  Inc.,  the  $1 15  million  (1999  sales)  com- 
pany that  made  many  of  the  original  allegations 
against  Waste  Management,  there  are  few  com- 
panies that  are  as  deft  at  political  maneuvering. 

Cadiz's  British-born  president  and  chief  ex- 
ecutive, Keith  Brackpool,  is  notorious  for  hav- 
ing parlayed  a  relationship  with  Governor  Gray 
Davis  into  a  major  policy  role  on  water  issues. 
The  fact  that  these  same  issues  can  make  or 
break  his  publicly  held  company  is  apparently 
of  little  concern  to  the  governor,  who  has  been 
the  beneficiary  of  $144,705  in  campaign  funds 
from  Blackpool  and  Cadiz  since  1998. 

I  Ins  is  one  well-connected  company.  Direc- 
tors include  Anthony  Coelho,  a  former  Califor- 
nia representative  and  currently  general  chair- 
man of  Al  Gore's  presidential  campaign. 

Another  beneficiary  of  Cadiz's  generosity  is 
the  San  Bernardino  district  attorney's  office, 
which  has  received  $8,100  from  Cadiz  or  its 
proxies  since  1993.  Pocket  change  compared 
with  the  money  Cadiz  has  showered  on  the 
irnor,  but  enough  to  get  your  phone  calls 
returned 


So  when  county  sheriffs  stumbled  onto  a  com- 
puter sales  scam  run  by  an  ex-convict  in  1996,  the) 
became  suspicious  when  Joseph  Lauricella,  goin§ 
by  the  name  Tony  Bergschneider,  squealed  that  h< 
was  also  doing  dirty  work  on  behalf  of  Wast< 
Management. 

Lauricella  bragged  that  he  was  carrying  out  a  de- 
vious plan  intended  to  drive  down  the  price  o 
Cadiz's  stock.  Cadiz  loudly  complained  that  Wastt 
Management's  dump  would  contaminate  Cadiz's  2C 
million  acre-feet  of  nearby  groundwater.  By  spread- 
ing rumors,  buying  stolen  trade  secrets  from  a  former  Cadi? 
clerk  and  committing  securities  fraud,  Waste  Management 
used  Lauricella  to  harass  Cadiz  into  backing  off — or  so  Lau- 
ricella claimed. 

Lauricella  has  been  singing  from  prison,  where  he's  serv- 
ing six  years  for  his  role  in  the  bizarre  case.  As  a  star  witness 
for  Cadiz  and  the  prosecution,  Lauricella  isn't  exactly  credi- 
ble. A  convicted  drug  dealer,  he  recanted  bribery  allegations 
after  failing  a  lie  detector  test.  He's  been  blackballed  as  a  fed- 
eral witness  and  was  nailed  for  trying  to  entrap  his  own 
lawyer  on  drug  charges.  Now,  Lauricella  claims  he  was  forcec 


Why  does  the  case  drag  on? 
In  California  it's  hard  to  separate 

water  and  polities. 


Fighting  one 
conspiracy  with 
another:  Newell 

and  Bonner. 
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The  office 
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the  building 


Productivity  is  portable  with  the  Sprint  PCS  Wireless  Web 

More  than  ever,  a  successful  business  depends  on  a  mobile  workforce.  With  the  Sprint  PCS 
Wireless  Web.  your  team  gets  a  fast,  secure  connection  to  your  company's  network 
using  their  laptop  PC  and  wireless  Internet-ready  Sprint  PCS  Phone!"  They  can  send  and 
receive  e-mails,  check  inventory,  place  orders  -  all  without  a  phone  jack.  They'll  also  enjoy 
clear  calls  and  features  that  work  the  same  way  everywhere  on  the  only  all-digital, 
all-PCS  nationwide  network,  serving  more  than  300  major  metropolitan  areas,  including 
major  airports  Which  means  your  employees  can  be  productive,  wherever  they  go 


The  Sprint  PCS  Clear  Wireless  Workplace 
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The  clear  alternative  to  cellular 
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it  PCS  Wireless  Web"  Connection  and  Browser  applications  require  a  wireless  Internet-ready  phone  Connection  application  requires  the  purchase  of  a  Sprint  PCS 
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it  PCS  Wireless  Web  option  is  available  with  Sprint  PCS  Free  &  Clear  Plans  and  existing  standard  service  plans  of  $29  99  or  more  Overage  rates  vary  by  plan  A  rate  of 
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to  lie  by  the  prosecutors,  alleging  they  threatened  his  family. 

"He's  the  most  incredible  witness  I've  ever  met,"  roars 
Waste  Management's  lead  attorney,  Robert  Bonner,  a  former 
U.S.  attorney  and  federal  judge.  "An  unmitigated  liar."  While 
there's  no  denying  that  Waste  Management  hired  Lauricella 
as  a  "consultant,"  the  dispute  is  about  whether  he  was  doing 
the  dirty  tricks  on  his  own. 

So  why  does  the  prosecution  persist  with  the  case,  for 
which  they  created  a  special  unit,  and  which  has  cost  Cadiz 
over  $5  million  fighting  Waste  Management  in  civil  court? 

"This  is  a  political  prosecution  based  on  Cadiz's  connec- 
tions  with  the  DA,"  snarls  John  Newell,  another  defense 
lawyer.  Newell  admits  that  Waste  Management  used  "corpo- 
rate hardball"  tactics  in  the  dispute  over  the  proposed 
clump — such  as  attacking  the  viability  of  Cadiz's  water 
scheme.  But  he  denies  that  his  client  did  anything  illegal,  like 
instigating  securities  fraud. 

Newell  cites  such  oddities  as  Cadiz's  payment  of  $40,000 
to  Lauricella  for  what  Cadiz  now  claims  were  copying  fees, 
but  which  Blackpool  once  testified  were  payments  to  help 


pay  Lauricella's  legal  fees  and  acquire  a  police  report.  In  oth 
instances  Cadiz's  law  firm  gave  meal  money  to  Lauriceli 
which  Cadiz  claims  was  going  to  be  reimbursed.  It  hasr 
been.  At  other  times  the  prosecution  tapped  Cadiz  employe 
and  consultants  for  research  assistance. 

Counters  Cadiz  attorney  Crystal  Lautrup:  "They're  n< 
looking  at  the  actual  case,  they're  looking  at  the  proseci 
tion.  First  they  go  after  Lauricella.  Once  they  finish  wit 
him,  they  claim  we're  colluding  with  the  prosecutors.  B 
they  don't  dispute  what  they've  done.  They  admit  it  eve 
time  they  go  into  the  courtroom  and  say,  'Hardball  is  not 
crime.'"  But  Lautrup  doesn't  deny  that  Cadiz  helps  the  pro 
ecution.  "They  [the  investigators]  have  limited  resoura 
We  help  with  the  case  whenever  we're  asked  because  we  ai 
the  victims." 

Ironically,  the  case  may  amount  to  an  exercise  in  futili 
for  Cadiz.  A  recent  report  from  the  U.S.  Geological  Surv< 
poured  cold  water  on  the  company's  scheme  to  store  wat< 
under  its  land.  At  a  recent  $7.25  Cadiz  shares  are  wort 
scarcely  half  what  they  were  two  years  ago. 


Executive 
Disorders 

When  presidential  lawmaking  gets 
out  of  control,  it  becomes 
unconstitutional— or  just  comical. 

BY  DAN  SELIGMAN 

IN  THE  EVENT  YOU  HAVE  FAILED  TO  NOTICE  THAI  I'RESI- 
dent  ( linton  is  on  an  executive-order  kick,  check  out  the 
Web  site  ol  the  National  \uln\es\  Records  Administra- 
tion. During  the  lust  ,X,x  months  ol  his  Administration 
bill  established  an  executive  order  issuance  rate  averaging 
3.6  per  month,  but  in  his  89th  month — that  would  be  M.iv 
2000  he  published  eight  such  orders.  The  science  ot  stalls 
tks  tells  ns  that  the  odds  againsl  anj  such  jump's  on. uii  ing 
by  chance  are  k>  to- 1,  while  the  science  o(  Beltway  Kremli 

rtology  makes  it  1   to  10  that  the  \lav  data  reflect  desperate 

efforts  to  counter  perceptions  ol  irrelevant  lame  duckery. 

Possibly  you  are  wondering  how  I  happened  to  notice  the 
executive  order  surge.  What  got  me  going  was  the  Mel 
brooks  movie  Hig/i  Anxiety.  One  evening  eartj  in  May,  foi 
possibl)  the  fourteenth  time,  I  was  watching  a  tape  of  this 
opus,  Mel's  immortal  send-up  ot  the  psychoanalytic  proles 
sion.  \s  always,  he  had  me  guffawing  loudly  at  the  dimactk 
scene  wherein  he  finally  gains  the  familial  insight  that  cures 
his  acrophobia,  ami  yells  out,  while  clinging  to  a  collapsing 
ase:  "I  understand  now1  I  understand  now!  It's 


Promoting  an 
executive  order 
to  preserve  our 
shorelines.  • 


not  heights  I'm  afraid  of.  It's  parents?  The  next  day  I  pick 
up  the  papers  and  read  that  Clinton  had  issued  an  executn 
order  barring  job  discrimination  against  parents.  Th 
seemed  even  funnier  than  Mel  Brooks. 

Some  executive  orders  are  based  on  the  President's  con 
stitutional  obligation  (set  forth  in  Article  II)  to  "take  care  th. 
the  law  s  be  faithfully  executed" — meaning  that  he  gets  to  fles 
out  the  details  of  statutes  and  treaties  and  make  them  opera 
tional.  Some  orders  reflect  the  President's  role  as  commandei 
in-chief,  although  there  is  plenty  of  argumentation  about  ho\ 
much  teewa)  that  gives  him.  Not  controversial  nowadays  i 
the  executive  order  issued  by  Abraham  Lincoln  in  1863,basei 
on  his  status  as  commander-in-chief,  and  known  as  the  Emar 
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You  have  your  own  definition  of  success. 
And  the  investment  portfolio  to  pursue  it. 


Bank  or  Ami  ri<  *  Private  B- 

You  didn't  get  where  you  are  by  following  someone  else's 
tracks.  So  why  should  you  settle  for  anyth         :     than 
a  customized  investment  portfolio9  And  nobody's  t ; 
at  creating  that  than  us.  You  see.  we  look  at  your 
investments  in  terms  of  what  ever)  action  means  to  you. 
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cipation  Proclamation.  There  is  no  doubt  at  all  that  the  Pres- 
ident is  free  to  issue  executive  orders  that  consist  of  100%  po- 
litical pandering.  Here  a  fair  example  would  be  Clinton's  June 
1999  order  promoting  more  federal  benefits  for  Asian  Amer- 
icans and  Pacific  Islanders. 

So  how  far  can  the  President  go  in  issuing  executive  orders? 
The  Constitution  nowhere  supplies  a  crisp  answer.  But  this 
much  is  clear:  "When  the  President  takes  measures  incom- 
patible with  the  expressed  or  implied  will  of  Congress,  his 
power  is  at  its  lowest  ebb."  Those  often-quoted  words,  writ- 
ten by  Justice  Robert  Jackson,  are  from  a  1952  Supreme  Court 
decision  resoundingly  rejecting  Harry  Truman's  takeover  of 
the  steel  industry.  Truman  was  using  the  takeover  in  an  at- 
tempt to  end  a  nationwide  steel  strike,  said  to  constitute  a  na- 
tional emergency.  But,  as  the  Court  pointed  out,  Congress 
had  considered  and  rejected  labor  legislation  that  would  have 
legitimized  national  takeovers  in  times  of  emergency. 

Just  looking  at  the  numbers,  you  would  have  to  say  that 
Bill  Clinton  has  not  been  among  the  most  prolific  order-is- 
suers. At  last  count  his  executive-order  total  was  around 
330 — nowhere  near  the  record  of  3,728  set  by  Franklin  D. 
Roosevelt.  But  our  present  President  does  have  a  habit  of 
skirting  close  to  the  "lowest  ebb"  limits  implied  in  Justice 
Jackson's  opinion,  and,  except  for  Truman,  he  is  the  only 
President  who  issued  an  order  later  de- 
clared unconstitutional. 

This  happened  in  1996,  and  came  on  the 
heels  of  Clinton's  executive  order  stating 
that  the  federal  government  would  no 
longer  do  business  with  corporations  that 
permanently  replaced  striking  workers.  In 
an  age  when  just  about  all  large  corpora- 
tions are  federal  contractors,  this  use  of  the  procurement 
power  would  have  effectively  rewritten  the  National  Labor 
Relations  Act — and  done  so  in  the  face  of  repeated  congres- 
sional refusals  to  ban  permanent  replacements  of  strikers.  The 
executive  order  was  struck  down  by  the  District  of  Columbia 
Court  of  Appeals,  and  Clinton  prudently  declined  to  ask  for 
a  Supreme  Court  review. 

His  executive-order  outburst  in  May  included  one  entry 
solidly  anchored  to  his  indisputable  rights  as  commander-in- 
chief.  This  was  Order  No.  1 3 1 54,  establishing  a  "Kosovo  Cam- 
paign Medal  with  suitable  appurtenances."  The  Kosovo  cam- 
paign was  conducted  without  a  single  American  death.  The 
executive  order  nevertheless  provides  for  posthumous  awards, 
thus  covering  the  awful  possibility  that  some  Kosovo  veteran 
would  die  before  collecting  the  medal  with  appurtenances. 

Another  May  entry,  Order  No.  1 3 1 57,  was  clearly  legitimized 
by  prior  congressional  passage  of  the  Small  Business  Act.  The 
purpose  of  this  executive  order  was  to  reduce  opportunities  for 
men  running  small  businesses.  Possibly  for  public  relations  rea- 
sons, the  order  was  craftily  tided  "Increasing  Opportunities  for 
Women-Owned  Small  Businesses." 

As  we  have  been  hinting  here,  some  executive  orders  just 
seem  risi         rhis  would  definitely  be  true  of  Order  No. 


13 152,  issued  on  May  2  and  sternly  warning  personnel  in  the 
federal  government  that  they  had  better  not  discriminate 
against  parents — defined  so  as  to  include  stepparents,  custo- 
dians of  a  legal  ward  and  folks  "in  loco  parentis"  of  children, 
a  category  that  arguably  gets  us  to  camp  counselors.  The 
order  was  unaccompanied  by  any  data  suggesting  that  par- 
ents are,  in  fact,  discriminated  against  in  federal  employ- 
ment, but  it  was  accompanied  by  a  presidential  comment  re- 
minding federal  workers  not  to  take  their  jobs  too  seriously. 
Said  Bill:  "This  order  simply  says:  No  glass  ceiling  for  parents. 
The  job  they  are  doing  at  home  is  more  important,  anyway." 

He  could  be  right,  at  that. 

Another  entry  in  Clinton's  May  flurry  is  not  at  all  risible, 
in  part  because  of  the  executive  order's  background,  in  part 
because  it  represents  an  incredible  challenge  to  the  "lowest 
ebb"  rule.  Order  No.  13155  comes  against  the  background  of 
the  ghasdy  African  AIDS  epidemic,  which  is  almost  certain  to 
kill  many  millions  in  the  decade  ahead.  Under  huge  interna- 
tional pressure  to  do  something,  the  pharmaceutical  compa- 
nies that  manufacture  antiretroviral  drugs  effective  against 
AIDS  have  announced  price  cuts  of  up  to  90%  on  all  ship- 
ments to  sub-Saharan  Africa.  But,  given  the  poverty  of  the 
continent  and  the  magnitude  of  the  emergency,  that  won't 
begin  to  solve  the  problem. 


Executive  Order  13152  reminds 
federal  employees  that  their  jobs  are 
not  so  terribly  important 


Hence  the  executive  order — which  also  will  do  little  or 
nothing  to  reduce  AIDS  deaths.  What  it  does  is  get  the  Presi- 
dent and  Al  Gore  out  of  a  bind.  They  got  into  it  by  initially 
threatening  to  invoke  economic  sanctions  against  South 
Africa  for  its  passage  of  laws  threatening  the  patent  rights  of 
American  pharmaceutical  companies.  The  laws  in  question 
would  allow  local  companies  to  manufacture  generic  ver- 
sions of  the  AIDS  drugs,  and  sanctions  are  the  standard  re- 
sponse to  any  such  violations  of  intellectual  property  rights. 
A  year  ago  Gore  himself  traveled  to  South  Africa  and  told  its 
leaders  that  this  is  precisely  what  they  should  expect  if  they 
pursued  the  violations.  But  the  Vice  President's  campaign 
was  later  seriously  embarrassed  by  AIDS  activists  accusing 
him  of  taking  "blood  money"  from  the  drug  industry. 

The  executive  order  deals  with  this  political  problem  by 
stating  that  the  U.S.  Government  now  "prohibits"  any  such 
sanctions.  As  the  Supreme  Court  may  one  day  note,  Congress 
considered  but  ultimately  rejected  a  similar  rule  in  its  latest 
African  trade  legislation.  Both  Clinton  and  his  trade  repre- 
sentative Charlene  Barshefsky  have  squarely  stated  that  the 
executive  order  was  issued  precisely  because  Congress  de- 
clined to  write  the  rule  into  law. 

Definitely  not  risible.  F 
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Simple  physics:  uninflated  balls  take  up 
less  space.  That's  why  we  ship  soccer  balls 
flat  to  Europe  for  a  leading  manufacturer. 
Until  they  arrive  at  a  distribution  center  near 
Amsterdam.  There,  at  a  specially-designed 
pumping  station,  we  inflate  and  package 
them  for  the  final  leg  of  the  journey. 

If  there's  a  more  efficient  way  to  move 
goods  from  manufacturing  to  market,  CNF 
will  find  it.  It's  what  we  do  every  day,  every- 
where. To  find  out  more,  visit  our  website. 
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Close  to  Home  By  Jennifer  Roback  Morse 


Of  Booms  and  Bombs 


A  RECENT  ISSUE  OF  THE  AMERICAN  ENTERPRISE 
pondered  the  longest  peacetime  economic  expan- 
sion in  history  and  asked,  "Whom  do  we  thank?" 
The  contributors  offered  a  variety  of  answers. 
Thank  Alan  Greenspan.  Thank  Reagan  for  putting 
the  basic  pieces  in  place.  Thank  Silicon  Valley  techno-wiz- 
ards  for  the  increase  in  productivity.  Thank  political  gridlock 
for  keeping  the  politicians  from  doing  anything  stupid 
enough  to  mess  up  all  of  the  above. 

All  these  explanations  have  merit.  But  there  is  one  addi- 
tional factor  worth  considering  because  it  has  the  potential 
to  rise  up  and  bite  us.  I  am  re- 
ferring to  the  decrease  in  mili- 
tary spending. 

When  you  live  in  a  nice, 
safe  neighborhood,  you  take 
your  security  for  granted.  But 
if  a  drug  dealer  takes  up  resi- 
dence next  door,  your  safety  is 
threatened.  Some  of  the  de- 
cline in  your  standard  of  living 
shows  up  directly  in  your 
checkbook.  You  have  to  buy  se- 
curity locks  you  didn't  have  to 
buy  before.  You  take  previously 
unnecessary  precautions. 

How  does  this  apply  to 
military  spending?  The  cur- 
rent period  of  unprecedented 
prosperity  just  happens  to  coincide  with  a  period  of  un- 
precedented security  for  the  U.S.  Because  of  the  collapse  of 
communism,  the  U.S.  has  lost  its  most  serious  security 
threat.  We  are  better  off,  just  as  a  family  would  be  if  all  the 
gangs  in  the  neighborhood  suddenly  evaporated.  As  of  1998 
the  Clinton  Administration  had  reduced  the  defense  budget 
to  about  60%  of  its  Cold  War  peak. 

Money  we  used  to  spend  on  the  military  is  now  available 
tor  other  things.  The  government  can  shift  the  money  into 
other  programs,  or  give  the  money  back  to  the  people  in  the 
form  of  tax  cuts.  People  who  used  to  work  in  the  armed  ser- 
vices or  in  defense- related  industries  can  now  work  in  busi- 
nesses producing  things  that  are  more  intrinsically  enjoyable 
than  security  services. 

This  is  all  well  and  good,  as  long  as  we  really  are  safe,  and 

don't  need  much  defense.  But  we  do.  Our  security  lapses 

have  given  China  the  equivalent  of  years  of  research  in  mili- 

technology.  The  ( ihinese  have  been  rattling  sabers  across 

i  Strait  Pol  ntial  problems  lurk  elsewhere  around 
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the  world.  Our  commitmen 
to  Kosovo  will  apparently  re 
quire  a  continuing  presenc 
from  us,  just  to  keep  som 
measure  of  order.  Saddar 
Hussein  is  still  in  power  an 
wishes  us  no  good.  Accordin 
to  a  Heritage  Foundation  re 
port,  North  Korea,  China  an 
Russia  have  intercontinenti 
range  ballistic  missiles  in  the 
current  arsenals  that  can  reac 
U.S.  territory.  Iran  and  Iraq  are  threatening  to  acquire  simi 
lar  capabilities  within  the  next  decade. 

Global  advances  in  technology  and  proliferation  have  I 
lowed  nations  like  North  Korea,  Libya  and  Iran  to  develo 
their  own  supply  of  chemical,  biological  and  nuclea 
weapons.  Any  of  these  rogue  nations  could  pull  a  trigger  < 
any  moment.  Our  position  as  the  world's  remaining  super 
power  requires  that  we  have  a  well-equipped,  well-staffe 
and  efficient  military. 

Unfortunately,  the  downsizing  of  the  military  has  nc 
been  done  well.  According  to  Condoleezza  Rice,  writing  in  th 
prestigious  journal  Foreign  Affairs,  the  Clinton  Administra 
tion  "widessly  accelerated  and  deepened"  military  spendin 
cuts  begun  after  the  Cold  War:  "The  results  were  devastating 
military  readiness  declined,  training  suffered,  military  pa 
slipped  1 5%  below  civilian  equivalents,  morale  plummetec 
and  the  services  cannibalized  existing  equipment  to  keep  ail 
planes  flying,  ships  afloat  and  tanks  moving."  One  Admini; 
tration  official  described  the  situation  as  a  "death  spiral,"  rob 
bing  procurement  and  research  and  development  simply  t 
operate  the  armed  forces  on  a  routine  basis. 

Part  of  our  prosperity  has  arisen  because  we  are  spend 
ing  less  on  an  unpleasant  necessity,  defense.  But  there  reall 
are  some  bad  guys  just  around  the  corner.  If  they  move  i 
next  door,  we're  going  to  be  caught  napping.  You  can't  trai 
fighter  pilots  in  an  afternoon  and  you  can't  develop  comple 
weapons  overnight. 

Someday,  we  may  have  a  grownup  for  President  agaii 
When  we  do,  that  person  will  face  the  unpleasant  necessit 
of  rebuilding  the  armed  services.  It  will  cost  money.  It  wi 
force  a  postponement  of  some  of  the  tax  cuts  we  are  expect 
ing.  It  may  hurt  the  Dow  Jones.  I  hope  the  American  peopl 
will  understand,  and  not  blame  the  poor  soul  who  has  t< 
deal  with  the  consequences  of  our  short-term  thinking. 


Jennifer  Roback  Morse  (jmorseQPjpi.net)is  a  Research  Fellow  at  the 
Hoover  Institution. 
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id  leader  in  DSL  technologies.  The  world  wants  safe  Internet  solutions.  And  Alcatel,  the  world  leader  in 
technologies,  delivers  operator-proven,  industry-leading  solutions  for  fast,  reliable  Internet  access.  Alcatel:  120,000 
le  providing  next  generation  solutions  for  network  operators  and  enterprises  in  the  US  and  130  other  countries. 
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ARCHITECTS   OF    AN    INTERNET   WORLD 


Internet  entrepreneurs  and  identical  twins  Ali  and  Hadi  Partovi 
prove  two  heads  are  better  than  one  in  Silicon  Valley. 


HAD]  PARTOVI  WAS  HEAD  01  PROGRAMMING  IN 
Microsoft's  Internet  Explorer  unit  when  he  heard 
about  a  Netscape  conference  on  browsers.  As  much  as 
he  wanted  to  go — this  was  1997,  when  the  browser 
war  was  heating  up  Netscape  was  blocking  admission  bo  anj 
one  troni  Microsoft  So  Partovi  did  what  he  has  done  many 
times  when  the  situation  demanded  it:  I  le  assumed  the  iden- 
tity of  his  twin  brother,  Ali,  who  at  the  time  was  working  at  a 
small  software  company—  and  walked  right  in. 

1  ley,  you  do  what  you  gotta  <,\o.  "I  was  a  spy,"  Pal tO\  i 
li  IS. 
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You've  heard  how  incestuous  the  Internet  world  is.  That's 
nothing  compared  with  life  for  these  two  27-year-old  Iranian 
immigrant  brothers  who  go  about  their  business,  exploiting 
their  twinness  into  fabulously  successful  high-tech  careers 
They  even  plot  their  career  moves  so  that  while  one  is  in  a 
high-risk  job  the  other  is  at  a  big,  safe  company.  "We  manage 
our  careers  as  a  duo,"  Hadi  says.  A  bit,  uh,  duplicitous?  We've 
seen  worse. 

The  brothers  started  impersonating  each  other  in  school, 
where  they  would  sub  for  each  other  in  class.  The  twins  got 
undergraduate  degrees  and  masters  in  science  (in  computet 


Because  the  more  people  discover 
the  high-speed  Internet, 
the  more  people  want  it. 


Everyone  everywhere  wants  to  access  the  high-speed  Internet.  The  point  is,  everyone's  different, 
everywhere's  different,  every  situation  is  different.  At  Alcatel,  being  Architects  of  an  Internet  World 
means  being  able  to  design  and  build  the  right  solution  for  you.  From  the  ground  up.  And  fast. 
Alcatel,  world  leader  in  DSL  and  Wireless  Broadband  Access. 
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science)  from  Harvard. 
Ali  helped  his  brother 
out  by  standing  in  for 
him  at  an  interview 
with  MicroStrategy  on 
the  East  Coast,  so  that 
Hadi  could  interview 
the  same  day  at  Mi- 
crosoft out  West.  "I 
know  his  curriculum 
vitae  cold,"  Ali  says. 
Apparently  so.  Hadi 
got  both  jobs  and 
wound  up  signing  on  at 
Microsoft. 

It  is  not  surprising  that  these  conge- 
nial, curly-headed  twins  have  such  in- 
tertwined lives.  At  age  5  they  read 
sophisticated  books  like  Great  Expecta- 
tions side  by  side  on  the  couch.  Life  in 
Tehran  after  the  Shah  of  Iran  was  over- 
thrown in  1979  was  a  recipe  for  togeth- 
erness. "It  was  total  fear,  all  the  time," 
Ali  recalls.  "We  had  no  other  friends." 
The  two  boys  and  their  parents  spent 
hours  in  the  basement  during  air  raid 


warnings  in  the  Iran- 
Iraq  war.  Their  father 
got  the  family  out 
when  the  boys  were  12. 
They  arrived  as 
seventh  graders  at 
a  New  York  private 
school  wearing  match- 
ing three-piece  suits, 
leaping  to  their  feet  to 
answer   questions  in 


separately  but  ended  up  in  half  of  the 
same  ones  anyway. 

"That  made  us  both  realize:  Why 
fight  it?"  says  Hadi. 

The  two  became  roommates  and 
stopped  trying  to  resist  a  shared  des- 
tiny. Says  Ali,  "It  was  way  too  difficult 
trying  to  be  separate." 

Jointly,  they  ignored  their  father's 
hopes  for  their  careers.  A  theoretical 
nuclear  physicist,  Firooz  Partovi  had 


"It  was  way  too  difficult  trying 
to  he  separate." 


class  and  ad- 
dressing teachers  as  "sir."  They  had  re- 
lied on  the  Peanuts  comic  strip  for 
most  of  their  insights  into  American 
culture.  "Everyone  was  like,  'Who  are 
those  freaks?'"  Ali  says. 

There  was  a  brief  time,  for  six 
months  during  their  freshman  year  at 
Harvard,  when  the  brothers  rebelled 
against  twinness.  They  took  separate 
rooms.  They  even  picked  their  classes 


brought  a  Commodore  64  computer 
into  Iran  from  Italy  and  started  the 
boys  on  programming  when  they  were 
eight.  He  hoped  they  would  apply  their 
computer  skills  to  a  field  like  biophysics' 
or  genetic  engineering. 

But  the  two  left  Harvard  in  1994 
burning  to  find  work  in  some  emerging! 
technology,  like  interactive  television.  | 
There  was  one  suitable  position  at  Mi-rf 
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Dsoft  and  one  at  Oracle, 
'hat  was  neat,"  Hadi 
ys.  "It  felt  like  a  real 
mpetition." 

Hadi  thrived  at  Mi- 
osoft,  climbing  the 
nks  to  head  up  pro- 
amming  in  the  Inter- 
:t  Explorer  division, 
it  Ali  found  Oracle  sti- 
ng, so  he  took  a  job  at 
anking  new  MFactory, 
tiich  was  developing 
ultimedia  software.  It 
mndered. 

At  the  same  time  two  friends  of 
adi's  tried  to  get  him  to  come  on  as 
nployee  number  three  at  LinkEx- 
ange,  which  provides  small  dot-coms 
means  of  trading  advertising  space. 

But  Hadi  didn't  want  to  leave  Mi- 
osoft  before  the  launch  of  IE  3.0.  No 
oblem.  Referred  by  his  brother,  Ali 
ok  the  job  instead — and  soon  had  to 
rn  to  his  brother  Hadi  for  help.  A  tide 

customers  was  poised  to  overload 


the  small  company's 
computer  within  six 
days — unless  all  the 
code  could  be  rewrit- 
ten. Ali  sent  chunks  of 
programming  tasks 
to  Hadi,  who,  after 
wrapping  up  his  Ex- 
plorer work  at  2  a.m., 
wrote  code  for  Link- 
Exchange  until  4  a.m. 
on  several  occasions. 
"It  definitely  wasn't 
what  I  wanted  to  be 
doing,"  Hadi  half- 
complains. 

Hadi's  biggest  helping  hand  came  a 
little  over  a  year  later.  He  lobbied  Steven 
Ballmer  to  persuade  Microsoft  to  buy 
his  brother's  company.  Ballmer  bit  to 
the  tune  of  $265  million.  "I  didn't  want 
someone  like  Netscape  to  buy  them 
first,"  Hadi  says.  Now  Ali  works  at  Mi- 
crosoft, in  its  small-business  division, 
Bcentral.com. 

Five  months  after  the  deal  went 


through,  Hadi  decided  it  was  his  turn 
to  try  something  more  risky.  So  he  left 
Microsoft  to  help  start  Tellme  Net- 
works, now  in  Mountain  View,  Calif.,  a 
free,  telephone-based  Internet  portal 
that  users  access  with  voice  prompts. 
Ironically,  one  of  Tellme's  other  co- 
founders  is  Michael  McCue,  a  Netscape 
veteran  whom  Hadi  had  met  at  the 
browser  conference  where  he  was  pass- 
ing himself  off  as  Ali.  (Only  recently 
told  of  the  caper,  McCue  professes  to  be 
merely  amused.) 

Ali  now  swings  by  Hadi's  office  at 
Tellme  in  a  wildly  painted  new  VW 
Beetle — a  splurge  from  the  LinkEx- 
change  sale — and  acts  as  cheerleader, 
giving  seminars  there  on  topics  like 
Web  advertising. 

Hadi  sometimes  tries  to  persuade 
Ali  to  join  Tellme.  Then  again  that 
might  not  make  the  most  of  a  virtual 
clone.  Lately  Hadi  is  thinking  about 
sending  Ali  to  impersonate  him  to  re- 
cruit badly  needed  programmers.  Says 
Hadi,  "It  helps  having  another  me."    F 
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doors,  track  a  stolen  vehicle,  even  diagnose  engine  trouble  while  they're  driving. 

to  learn  more  about  onstar,  call  1 -888-0nstar-7  or  visit  www.onstar.com.  for 

more  information  about  gm  fleet,  call  1  -800-fleet-op  or  visit  www.gmfleet.com. 
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BY  PETER  BRIMELOW 


Jobless  White  Males 

The  booming  economy  has  not  been  entirely  kind 
to  one  demographic  subgroup.  Why  not? 
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THE  PAST  TWO  DECADES  HAVE  WITNESSED  A  MONUMENTAL  EFFORT  TO 
make  the  workplace  more  hospitable  to  women  and  minorities.  What  has 
been  the  fate  of  their  supposed  oppressors — to  wit,  older,  educated  white 
men?  While  this  group  is  scarcely  going  to  the  poorhouse,  in  one  particular 
these  men  are  faring  less  well.  Over  the  two  decades  between  the  stagflationary 
Carter  economy  of  1980  and  the  labor-tight  booming  Clinton  economy  of 
1999,  their  unemployment  rate  has  roughly  doubled,  from  0.9%  to  1.7%  for 
those  aged  45  to  54,  and  from  1%  to  2.1%  for  those  55  to  64.  In  relative  terms 
the  rising  rate  is  more  stark.  In  the  chart  above  we  display  unemployment  rates 
for  these  two  subgroups  relative  to  the  overall  unemployment  rate  (where  1.0 
on  the  chart  would  mean  an  unemployment  rate  identical  to  the  U.S.  unem- 
ployment rate).  This  score  of  relative  misery  has  tripled  for  educated  white 
males — "educated"  meaning  at  least  a  bachelor's  degree  or  above.  As  for  every 
demographic  group,  the  unemployment  rate  probably  understates  the  diffi- 
culty of  finding  a  job,  since  some  people  have  simply  given  up  looking  for  one. 
For  the  older  category  of  educated  white  males,  workforce  participation  has 
fallen  from  85%  to  78%  in  the  past  19  years. 

Oppressors  oppressed?  Paradoxically,  age-discrimination  laws  may  be  in 
part  to  blame.  "The  laws  benefit  older  workers  who  are  already  employed,"  says 
John  R.  Lott,  senior  research  scholar  at  Yale  Law  School.  "But  those  same  pro- 
tections make  employers  wary  of  newly  hiring  older  workers."  F 

Research:  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute, 

Indianapolis.  eilwi>ir<t')huii$on.org.  Graphics:  DAVID  LADA. 
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'  I  0  =  same  rale  as  overall  US  unemployment.  Source:  Bureau  of  Labor  Statistics  (unpublished  data). 
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MY   NEW   CAR   IS  A  20  YEAR   OLD   CLASSIC 


I  HAVE  NO  DESIRE  TO  DISCOVER  MY  INNER  SELF. 


MY  WEEKEND   RETREAT  IS   MY  YARD. 


ONE  DAY  I  PLAN  TO  RETIRE  FROM  MY  JOB. 


NOT  MY   LIFE 


LIFE   INSURANCE 

Y   INCOME   INSURANCE 

RVICES  /  4011k)   PLANS 

ANNUITIES 

INVESTMENTS 

MUTUAL   FUNDS 


Who  you  are  is  your 
business.  Helping  you 
save  for  retirement  is  ours. 
Ask  us  how  we  can  help  you 
build  a  sizable  nest 
egg  starting  today.  Visit 
www.massmutual.com/retire 


MassMutual 

FINANCIAL    GROUP 


THE    BLUE    CHIP   COMPANIES2 


,T  INCLUDING  0PPENHEIMERFUNOS,  INC    AND  DAVID  L.  BABSON  &  CO.  INC. 

al),  Springfield,  MA  01 1 1 1  •  Established  in  1851  •  A  Fortune  500  Company  •  Securities 

ces,  Inc.,  a  MassMutual  subsidiary,  and  OppenheimerFunds  Distributor,  Inc. 
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Migration 
to  Markets 

An  agglomeration  of  humanity  in  the  world's  megacities 
offers  exquisite  images  of  the  wretched  and  the  wondrous. 


BY  TIM  W.  FERGUSON   WITH   DANIEL  KRUGER 

PHOTOGRAPHS  BY  SEBASTIAO  SALGADO 

AMAZONAS/CONTACT  PRESS  IMAGES 
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mjiu  Essay  i  migicmuna 


INDONESIAN  ESCAPE 

Overleaf:  The  Rasuna  complex— 18  towers  of  apartments  and  offices 
—under  construction  in  Jakarta  to  accommodate  an  urban  mass 
now  totaling  II  million.  Occupants  look  out  on  a  strife-torn  nation. 


t£3. 


INONF.OI  'THOSE  18TH-CENTURY  ECONOMIC  EPIPHANIES, 
this  one  entitled  Essay  on  the  Nature  of  Trade,  Richard 
Cantillon  wrote,  "If  all  the  Labourers  in  a  Village  breed 
up  several  Sons  to  the  same  work  there  will  be  too  many 
Labourers  to  cultivate  the  Lands  belonging  to  the  Village, 
and  the  surplus  Adults  must  go  to  seek  a  livelihood  else- 
where, which  they  generally  do  in  Cities."  Little  has  changed 
in  250  years. 

Now,  however,  almost  half  the  world's  population,  or  2.9 
billion  people,  live  in  urban  areas.  This  prompts  biennial 
alarums  from  the  United  Nations  Population  Division  about 
the  rise  of  megacities.  Indeed,  as  these  photographs  from  Se- 
bastiao  Salgado's  book  Migrations  (Aperture,  2000)  bring 
home,  the  massing  of  the  ambitious  or  merely  destitute  in 
the  closer  quarters  of  the  city  isn't  always  a  pretty  sight.  There 
is  misery  accompanying  hope,  exploitation  attached  to  op- 
langer  attending  civilization. 


ABANDONED   IN   BRAZIL 

In  the  sometime  desperation  of  Sao  Paulo  (pop.  18  million)  parent 
will  leave  offspring  to  agencies  such  as  the  Foundation  for  Chid 
Welfare.  Babies  on  this  rooftop  are  among  430  children  house 
in  the  middle-class  Pacaembu  district.  The  city's  numbers  hav 
doubled  in  30  years,  but  hygiene  and  health  care  showed  gains. 

Most  times  the  migration  is  internal  to  a  nation,  but  wher 
even  a  domestic  megapolis  is  insufficient  to  feed  the  hunge 
(literal  or  otherwise),  borders  are  breached.  This  can  be  don 
legally,  as  typically  with  the  Philippine  diaspora  that  fills  ser 
vice  jobs  in  much  of  Asia  and  beyond,  or  illicitly,  as  with  man 
in  the  extraordinary  movement  of  1 1.8  million  foreign-bon 
Hispanics  currendy  in  the  U.S.  Where  such  shifts  occur,  cul 
tures  as  well  as  economies  may  be  transformed. 

Certainly,  resources  are  taxed  in  this  global  pilgrimage.  Bu 
in  case  after  case,  the  symbols  of  squalor  mask  a  rise  in  livin; 
standards  and  life  spans.  And,  as  FORBES  columnist  Pete 
Huber  has  argued,  urbanization  is  a  net  environmental  plus. 

So,  if,  as  the  U.N.  demographers  forecast,  the  planet's  urbai 
population  swells  to  4.9  billion  (or  60%  of  those  on  Earth)  b; 
2030,  the  news  may  not  be  bad  at  all.  Though  the  nature  o 
wealth  has  evolved  from  physical  resources  to  those  born  o 
information  and  intelligence,  Cantillon's  law  still  applies. 
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She  greets 

Presidents  and  Kings 

But  she  welcomes 

you  just  as  warml 


She  has  international 

usiness  facilities. 

But  het  hospitality 

is  distinctly  Indian. 


- 


The  Taj  Mahal  Hotel 

Bombay 

The  Taj  Mahal  Hotel 

New  Delhi 

Taj  Palace  Hotel 

New  Delhi 

Taj  Bengal 

Calcutta 

Taj  Coromandel 

Madras 

The  Taj  West  End 

Bangalore 

Other  properties  include 

Business  Hotels,  Palaces, 

Resorts  and  Retreats. 


She  is  India's  largest 

hotel  group,  with  over 

fifty  unique  properties 

spread  across  South  Asia. 

She  runs  six  Luxury 

hotels  that  epitomize 

elegance  and  style. 

She  has  a  wide  choice 

of  exceptional  suites  and 

sumptuous  rooms. 

Her  business  amenities 

are  outstanding. 

Her  distinctive  bars 

and  restaurants  are 

amongst  India's  finest. 

Her  heritage  is  long. 

Her  efficiency  is  complete. 

Her  care  is  remarkable. 

She  is  the  Taj. 

0% 

TAJ 

Luxury  Hotels 

Nobody  cares  as  much. 

For  reservations  contact 
The  Leading  Hotels  of  the  World 

800-223-6800  or 

Taj  Reservation  Network,  India 

Fax:  (91  22)  283  7272 

E-mail:  trnigitajhotels.com 

or  www.tajhotels.com 

or  your  travel  consultant 

For  further  information 

call  (212)  515  5889. 

Members  of 

cIh^Jeadin^Hotels 
ofth&World 
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INDIA,  A.M. 

A  staggering  sixfold  leap  in 
Bombay's  population  in  the 
past  50  years  (to  18  million) 
makes  for  crowded  stations 
such  as  Church  Gate,  where 
2.7  million  commuters  arrive 
each  day.  British-built,  the  rail 
lines  span  much  of  the  nation 
but  groan  under  the  stress. 
Added  links  can't  keep  pace. 
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EGYPTIAN    EXPORT 

Guelud  Al  Madbre  tanneries  employ  10,000  in  old  Cairo,  with  much 
of  the  output  destined  for  Italy.  Chemicals  used  to  treat  and  dye  the 
skins  are  hazards  to  those  in  the  small  workshops  and  can  wash 
into  former  irrigation  canals  leading  to  the  Nile.  Pressures  to  move 
to  the  city's  outskirts,  though,  stem  from  urban  development  plans. 


104 


o   R   b   E   S  ■  Fuly 3,2000 


MORA  OWNER  FINALLY  FIN' 


5  TO  ADOPT. 


©  2000  GM  Corp.  All  Rights  Reserved 


The  entirely  new  2001  Aurora  has  the  Enhanced  Agility  System,  an  integrated  group 

of  components  that  immediately  responds  to  the  road,  and  to  you. 

Making  paternal  feelings  toward  asphalt  seem  perfectly  normal.  Start  Obsessing. 


www.oldsmobile.corn     1-87  7-4  38-AURORA 
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ECUADOREAN   HARVEST 

With  65%  of  the  Andean  country's  people— and  an  even  greater 
share  of  its  men— now  living  in  cities,  fieldwork  near  towns  such  as 
Pungala  has  been  left  to  the  women.  Peasants  must  scrape  their 
living  from  tiny  plots  on  steep  hillsides,  hence  the  lure  of  an  urban 
wage.  Villages  of  the  old,  young  and  female  see  men  once  a  year. 
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THE   OPPORTUNITIES 

ARE  RIGHT 

IN  FRONT  OF  YOUR 


(AND  RIGHT  UNDER  OUR  FEET). 


Even  for  a  company  like  ours  that's  seen 
countless  economic  cycles,  these  are  truly 
exciting  times.  Every  day,  large  and  small 
cap  growth  stocks  in  particular  are  providing 
investors  with  unprecedented  opportunities. 
At  Franklin,  we're  definitely  feeling  the 
entrepreneurial  spirit.  Our  Silicon  Valley 
headquarters  puts  us  in  close  proximity  to 
some  7,000  technology-based  companies, 
and  90  of  the  past  decade's  fastest-grow- 
ing organizations.'  Companies  that  are  cre- 


ating 1 .25  million  jobs  and  promote  the 
future  intellectual  capital  of  our  economy. 
As  a  result,  Franklin  managers  are  in  posi- 
tion to  spot  critical  trends  early  and  inte- 
grate their  insights  with  national  trends. 

To  learn  about  our  growth  funds 
including  our  recently  added  Franklin 
Large  Cap  Growth  Fund  and  Franklin 
Aggressive  Growth  Fund,  speak  with  your 
investment  representative.  Or  call 
1-800-FRANKLIN  Ext.  F639. 


FRANKLIN  GROWTH  FUNDS 

CAPITALIZE    ON    THE    FUTURE 


LARGE  CAP  GROWTH  FUND    •     SMALL  CAP  GROWTH  FUND  II    •    AGGRESSIVE  GROWTH  FUND    •    CALIFORNIA  GROWTH  FUND 


Franklin  Templcton  Distributors,  Inc.,  777  Mariners  Island  Boulevard,  San  Mateo.  CA  94404  www.franklimempleton.com  Call  for 
a  free  prospectus  containing  more  complete  fund  information  including  sales  charges,  expenses  and  risks.  Please  read  it  carefully 
before  you  invest  or  send  money.  A  fund's  investment  in  small  or  relatively  new  or  unseasoned  companies  involves  additional  risks 
such  as  relatively  small  revenues,  limited  product  lines  and  small  market  share.  These  and  other  risks  are  described  in  the  prospectus. 
'Source:  Joint  Venture  Silicon  Valley  Network,  1999  Index. 
FOB7/00 


FRANKLIN  TEMPLETON 
INVESTMENTS 
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CENTRAL   AMERICA  SEEKS 

Crossing  the  River  Suchiate  from  Guatemala  to  Mexico  are  many 
of  the  goods,  drugs  and  illegal  migrants  that  ultimately  make  their 
way  to  the  U.S.  Multitudes  from  El  Salvador,  Nicaragua  and 
Honduras  as  well  have  made  this  journey,  converging  on  Ciudad 
Hidalgo  to  smuggle  themselves  onto  northbound  Mexican  trains. 


VIETNAM 
VIEW 

Though  still  under  5  million 
Ho  Chi  Minh  City  (Saigon 
gained  residents  rapidly  botl 
during  and  after  the  Ion. 
war.  Rural  traditions  still  pre 
vail  in  this  nation,  howevei 
including  the  practice  o 
perching  on  a  window  sill 
Never  mind  that  a  tenemen 
exceeds  hut  height.  I 
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sponsored  by 

*The  Ireland-U.S.  Council 

for  Commerce  &  Industry.  Inc 


IRELAND   ADVERTISING   SECTION 


Economic  Relations 
Between  Ireland  and 
America  Are  Flourishing 


Ireland's  economic  growth  was  tht 
fastest  in  Europe  in  the  1990s.  It  al 
was  tops  in  growth  among  the  24 
member-countries  of  the  OECD  from 
1995  to  1999:  Ireland's  annual  averag 
growth  in  real  GDP  exceeded  9%. 


Michael  J.  Roarty 
President 

Ireland-U.S.  Council  for 
Commerce  &  Industry 

In  recent  years,  the  state  of 
economic  relations  between 
Ireland  and  America,  with  all  the 
depth  and  complexity  of  such  a 
flourishing  bilateral  connection, 
has  been  enhanced  at  virtually 
every  level. 

A  key  mission  of  this  Council  is 
to  build  closer  business  links 
between  America  and  Ireland, 
north  and  south.  We  are  pleased 
to  sponsor  this  informational 
supplement  in  Forbes  magazine. 
We  hope  that  this  will  encourage 
the  further  development  of 
business,  trade,  tourism  and 
investment  between  both  parts  of 
the  Emerald  Isle  and  the  U.S. 

More  Americans  are  visiting 
Ireland  than  ever  before,  thanks 
to  the  great  work  of  both  the  Irish 
Tourist  Board  and  the  Northern 


Ireland  Tourist  Board.  Trade 
between  our  two  countries  has 
also  reached  a  new  peak,  driven 
especially  by  materials  purchases 
of  American  corporations,  which 
use  Ireland  as  a  base  from  which 
to  service  the  European  market  - 
the  largest  consumer  market 
on  earth. 

To  be  sure,  Ireland  has,  virtually, 
become  the  headquarters  for 
American  industrial  capital  in 
Europe.  This  is  clearly  a  feather 
in  the  cap  of  organizations  such 
as  Ireland's  Industrial  Development 
Agency  and  Shannon  Development 
Company.  We  are  also  witnessing 
the  happy  trend  of  Irish  companies 
undertaking  increasingly  frequent 
and  ever-larger  investments  in 
the  U.S. 

In  Northern  Ireland,  while  an 
enduring  peace  settlement  has 
proved  to  be  elusive,  much  heroic 


work  has  been  done  by  many 
people  of  goodwill  toward  that 
worthy  goal.  The  Council  cherishes 
the  hope  that  a  lasting  agreement 
will  be  reached  that  will  enable 
the  people  of  the  entire  island  to 
live  in  peace,  harmony  and  increas- 
ing prosperity. 

Through  this  informational 
supplement,  the  Council  hopes  to 
spread  the  good  word  about  the 
favorable  business  conditions 
that  exist  in  Ireland  and  in  Northern 
Ireland  to  a  wider  business 
audience  in  the  U.S. 

The  Council  believes  the 
development  of  deeper  business 
bonds  and  closer  commercial  con- 
nections will  benefit  the  people  of 
both  nations.  Through  the  Council's 
chapters  in  the  U.S.  and  in  Ireland, 
the  organization's  activities  have 
always  been  shaped  and  driven  by 
this  key  objective. 


Aer  Lingus  Chairman 

To  Be  Honored  at  Council's 

Annual  Dinner  on  November  2 

Bernie  Cahill,  the  chairman  of  Aer  Lingus, 
Ireland's  national  airline,  will  be  presented  with 
the  Council's  Annual  Award  for  Outstanding 
Achievement  at  the  organization's  38th  Annual 
Dinner  to  be  held  on  Thursday,  November  2,  2000, 
at  the  Metropolitan  Club  in  New  York  City. 

The  airline,  which  is  state-owned,  faces  a  watershed  as  it  moves 
to  private  ownership  in  an  initial  public  offering  of  its  stock.  The 
IPO  is  slated  for  the  fourth  quarter  of  this  year. 
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A  Message  From  Ireland's  Prime  Minister.  An  Taoiseach.  Bertie  Ahern.  TD 

"Ireland  shares  with  the  United  States 
the  blessings  of  economic  success." 


Ireland's  Prime  Minister, 

An  Taoiseach,  Bertie  Ahern,  TD 

It  is  a  great  pleasure  for  me  to 
participate  in  this  supplement  on 
economic  relations  between  Ireland 
and  the  United  States.  The 
bonds  between  our  two  countries 
have  been  forged  in  a  long  and 
stirring  history  across  the 
centuries.  The  economic  links 
that  tie  Ireland  and  America 
together  have  never  been  stronger. 

Ireland  shares  with  the  United 
States  the  blessings  of  economic 
success.  Part  of  the  reason  for 
the  strong  growth  of  the  Irish 
economy  is  American  technological 
and  capital  investment  in  Ireland. 
However,  a  key  element  also  has 
been  the  favorable  climate  for 
business  that  has  been  created 
in  Ireland.  The  winning  policies 
that  are  in  place  today  represent 
the  sustained  commitment  of 
successive  Irish  governments  to 
encourage  private  enterprise  and 
public-private  partnership 


initiatives  in  the  economy. 

Ireland  has  had  the  fastest- 
growing  economy  in  Europe  for 
most  of  this  decade.  The  reasons 
for  this  are  clear.  Ireland's 
corporate  tax  is  the  lowest  in 
Europe  and  is  among  the  lowest 
in  the  world.  The  government  in 
Dublin  is  also  committed  to 
cutting  other  taxes  as  evidence 
of  our  broad  determination  to 
continually  improve  the  environment 
in  which  business  and  enterprise 
can  flourish  and  prosper. 

Truly,  these  are  the  best  of 
times  in  Ireland-U.S.  economic 
relations.  Ireland  now  welcomes 
more  American  tourists  each 
year  than  ever  before,  trade 
between  our  two  nations  has 
never  been  higher  and  Ireland 
attracts  more  American  industrial 
investment  per  head  than  any 


other  European  country. 
Increasingly,  more  Irish  companies 
in  many  different  sectors  of  activity 
have  been  investing  heavily  to 
build  their  businesses  in  America. 

And  importantly,  despite  some 
disappointments  and  setbacks, 
encouraging  progress  is  now 
being  made  toward  an  enduring 
peace  in  Northern  Ireland. 

The  Ireland-U.S.  Council  has 
long  been  a  friend  of  Ireland. 
Through  its  various  activities,  the 
organization  has  consistently 
encouraged  the  development  of 
closer  business  bonds  and  com- 
mercial connections  between  the 
Emerald  Isle  and  America.  We 
commend  the  Council's  initiative 
in  sponsoring  this  timely 
supplement. 


Ireland's  Economy  Still  Sparkles 


Seven  Fat  Years 

Ireland's  GDP  %  Growth,  1994-2000 
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10.4 


10.8 


After  close  to  a  decade 
of  chart-busting  growth, 
Ireland's  economy  is  still 
powering  ahead.  Ireland's 
GDP  has  been  growing  by 
an  unprecedented  annual 
average  of  9%  since  mid- 
decade. 

During  this  period, 

Ireland's  inflation  rate 

has  been  among  the 

lowest  in  Europe.  The 

unemployment  rate  has 

fallen  to  below  5%  - 

down  from  18%  a  mere 

decade  ago.  Furthermore, 

the  cost  of  employment 

for  corporations  in  Ireland  is  among  the  lowest  in  Europe. 


10.0 


1998         1999        2000(e) 
Source:  Enterprise  Ireland 
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CHEWING  OVER  THE 

IDEA  OF  LOCATING 

YOUR  COMPANY 

IN  IRELAND? 

Many  international  companies  have  already 

made  the  decision,  and  most  of  them 

choose  AIB  for  their  banking  needs. 

AIB  is  Ireland's  leading  bank,  with  assets 

in  excess  of  US$67  billion  and  over  1000 

offices  world-wide,  and  is  the  bank  of 
choice  for  most  international  companies 
locating  here.  Whether  you  choose  Ireland 
as  a  manufacturing  base,  or  as  a  centre  for 
your  international  financial  administration, 
sales,  treasury,  IT  or  telemarketing  opera- 
tion, we  can  help. 
Our  world  class  corporate  banking, 
cross-border  finance  and  back-office  ser- 
vices, and  global  custody  and  fund  adminis- 
tration services  will  impress  you. 

PENCIL  US  IN. 


AIB 


Call  Jerry  McCrohan  at 

Allied  Irish  Banks  p.l.c,  Bankcentre, 

Ballsbridge,  Dublin  4,  Ireland. 

353  I  660  0311 
+  353.  I  668  2508 

1  mccrohan@aib.ie 
idress:  www.aib.ie 


Irish  Companies  Dramatically 
Increase  Investments  in  the  U.S. 


Ireland's  largest  hotel  investment  in  the 
Jurys  Washington  Hotel  in  Washington, 

More  and  more  Irish  companies 
are  investing  in  America.  There 
are  five  Irish  companies  with 
listings  on  the  NYSE,  while  a 
dozen  others  are  quoted  on 
Nasdaq.  These  and  many  other 
Irish  firms  have  made  significant 
investments  in  the  U.S. 

In  the  hotel  industry,  for  example, 
the  largest  investment  is  by 
Ireland's  biggest  hotelier,  the 


United  States  is 
D.C. 

Jurys  Doyle  Group.  The  company 
operates  the  Jurys  Washington 
Hotel,  a  $60  million  luxury 
development  located  in  the  heart 
of  Washington,  D.C,  on  Dupont 
Circle. 

Other  large  hotel  investments 
have  been  undertaken  in  New 
York  by  the  Fitzpatrick  Hotel 
Group,  which  operates  three 
hotels  in  Midtown  Manhattan. 


Ireland-U.S.  Council 
Scholarships  Program 


As  part  of  its  commitment  to 
building  closer  business  bonds 
between  the  U.S.  and  Ireland,  the 
Council  operates  a  program  of 
scholarships  for  Irish 
undergraduate  students  from 
all  major  universities  in  Ireland, 
north  and  south,  to  work  on 
project-oriented  assignments  with 
Council  member-companies  in 
America. 

In  addition,  the  Council  operates 
an  internship  program  for  American 
post-graduate  students  at  Columbia 
University  to  work  with  top-notch 
Irish  companies.  These  include 
Allied  Irish  Banks,  Ireland's  biggest 


bank;  Esat,  a  fast- 
growing  wireless 
telephony  company; 
Waterford  Crystal, 
the  renowned 
tabletop  and 

lifestyle  products      Tom  Mulcahy, 

.  A  D .    CEO  of  Allied  Irish 
company;  and  A&L   Banks> /s  pres/dent 

Goodbody,  Ireland's   of  the  Council's 
largest  law  firm.        Ireland  Chapter. 
U.S.  companies  supporting  the 
Council's  scholarships  program 
include  Lucent  Technologies, 
Merck  &  Company,  Mutual  of 
America,  Pfizer  Inc,  Schering- 
Plough  Corporation,  T.  Moriarty  & 
Sons  and  The  Moore  Companies. 


fOST  AIRLINES  ACCOMMODATE 


BUSINESS  TRAVELERS. 


m 


WE  ACTUALLY  CATER  TO  THEM. 


<S 


^ 


SS 


rE  COME  FROM 


A  DIFFERENT  PLACE. 


What's  the  difference?  For  one  thing,  we  recognize  that  when  you're  traveling  to  Europe  on  business,  you  don't 
have  any  time  to  waste.  So  we  provide  same-terminal  connections  to  more  than  30  destinations  in  Europe.  We  also 
spare  you  the  hassle  of  Immigration  lines  by  pre-clearing  you  before  you  return  to  the  U.S.  Of  course,  since 
the  only  real  way  to  cater  to  your  needs  is  on  a  one-on-one  basis,  you'll  just  have  to  fly  us  to  truly  appreciate 
what  we  mean.  And  discover  why  so  many  people  who  never  thought  of  us  for  business  travel  now  don't  think 
of  anyone  else.  For  reservations,  call  I-800-IR1SH  AIR  or  call  your  travel  agent. 


NOW,    FLY   WITH    US   AND   EARN 

AMERICAN   AIRLINES"   AADVANTACE'   MILES. 


Aer  Lingus  *% 


www.aerlingus.ie 


American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc   American  Airlines  is  not  responsible  for  products  and  services  offered  by  other  participant  companies. 
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World-Class  Business  School 
Plays  Key  Role  in  Ireland's 
Economic  Growth 

The  Michael  Smurfit  Graduate  School  of  Business,  UCD 


A  key  factor  behind  Ireland's 
rapid  economic  growth  has  been 
the  availability  of  a  skilled  and 
educated  workforce.  A  crucial 
ingredient  in  the  recipe  for  a 
superior  educational  infrastructure 
has  been  the  development  of  a 
world-class  business  school  at 
Ireland's  largest  university 
institution.  The  Michael  Smurfit 
Graduate  School  of  Business  at 
University  College  Dublin  (UCD)  is 
the  leading  graduate  business 
school  in  Ireland. 

It  has  a  global  perspective, 


driven  by  a  committed  faculty 
with  more  than  1,000  students 
and  a  network  of  9,000  alumni 
throughout  the  world.  This  vibrant 
research  community  produces 
significant  work  in  areas  such  as 
e-commerce,  employee  relations, 
technology  management  and 
economics.  The  school  is  part  of 
UCD,  founded  in  1851,  which 
now  has  more  than  17,000 
students.  Smurfit  School  graduates 
have  played  a  key  role  in  developing 
the  modern  Irish  economy. 

According  to  a  survey  of  the 
world's  business  schools 
published  earlier  this  year  by 
the  Financial  Times,  the  Smurfit 
School  was  ranked  among 
Europe's  Top  Ten  Business 
Schools  as: 

•First  in  the  world  for  return 
on  investment 

•Third  in  the  world  for  M.B.A. 
career  progress 


•Seventh  in  the  world  for  M.B.A. 
graduate  aims  achieved 

•Ninth  in  Europe  overall 

•Tenth  in  the  world  overall 
(outside  the  U.S.) 

Smurfit  School  M.B.A.  students 
come  from  all  parts  of  the  world. 
The  majority  of  students  join  with 
significant  international  work 
experience. 

Smurfit  School  students  are 
recruited  by  top  international 
corporations  and  command 
internationally  competitive 
salaries.  Eighty  international  and 
160  Irish  corporations  recruit 
from  the  school  every  year. 


Ireland's  $55  Billion  National  Development  Plan 

Ireland  has  plenty  of  boreens  and  not  enough  superhighways.  That's  all  about  to  change.  The  country  plans| 
to  spend  $55  billion  over  the  next  five  years  to  upgrade  infrastructure,  mostly  on  the  highway  network. 
Nothing  of  this  scale  has  ever  been  attempted  in  such  a  short  time  span  on  the  Emerald  Isle.  And  the 
planning  rules  are  being  rewritten  to  allow  fast-tracking  of  the  plan.  Says  Prime  Minister  Bertie  Ahern,  "We 
are  going  outside  the  existing  structures.  The  new  road  from  Dublin  to  Cork  will  be  built  in  one  block,  with 
one  planning  hearing  and  one  contract." 

I  Ireland's  leader  is  anxious  to  keep  the  economy  humming.  "There  are  700,000  more  people  working  in 
1  Ireland  today  than  a  decade  ago,"  he  says.  "And  there  are  1.25  million  young  people  at  various  stages  in 


The  new  road  from  Dublin  to  Cork 
will  be  built  in  one  block,  with  one 
planning  hearing  and  one  contract." 

-Prime  Minister  Bertie  Ahern 


the  educational  system  for  whom  worthwhile 
employment  opportunities  must  be  generated." 

Contracts  for  the  construction  elements  of  the 
national  development  plan  will  be  put  out  to  ten- 
der this  year. 


Mutual    of  America: 
for   all    of  America 


Tor  over  5o  years,  our  retirement  and  .savings 
products  have  helped  those  who  worked  in  the 
not-for-profit  world  turn  their  dreams  into  reality. 


P>l  ow  we  re  doing  the  same  lor  the  rest  ol  Aj 


nerica. 


individuals  and  groups,  companies  and  partnerships  — 
hie  and  small  —  receive  the  same  quality  service  and 
care.  1  he  same  freedom  of  choice.  1  he  same  retirement  and  savings  products  offering  a  variety  ol 
investment  options.  All  with  a  single  phone  call.  All  without  front-end  charges,  withdrawal  fees  or  transfer 
charges,   from  a  local  salaried  consultant  you  get  to  know  by  name  and  who  has  a  personal  and  professional 

interest  in  the  financial  well  being  of  those  we  serve. 

o 

Its  our  way  of  helping,  to  keep  their  dream  alive  for  anyone  who  wants  their  future  to  go  further. 


Mutual  of  America 

the  yirit  of "America 


320  Park  Avenue,  New  York,  NY  10022-6839  I  800  468  3785  ww.mutuafofamerica.com  Mutual  of  America  Life  Insurance  Company  is  a  Registered  Broker.  Dealer 


401(k)    •    403(b)    •    457    •    ANNUITIES    •    TDA    •    RETIREMENT    PLANS    »    LIFE    INSURANCE 


'For  complete  information  on  our  variable  accumulation  annuity  products,  including  all  charges  and  expenses,  please  refer  to  the  applicable  prospectuses 
which  can  be  obtained  by  calling  1-800-468-3785  and  should  be  read  carefully  before  investing. 
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Irish  Aviation  Authority:  Maintaining  the  Integrity 
of  Ireland's  Vital  Air  Bridge  to  the  Outside  World 


If  your  country  is  on  an  island, 
then  you  had  better  have  excellent 
communications  with  the  rest  of 
the  world  if  you  want  economic 
growth  to  continue.  And  that 
includes  the  air  transportation 
infrastructure.  The  integrity  of 
Ireland's  vital  air  bridge  is 
maintained  by  the  Irish  Aviation 
Authority,  which  provides  efficient 
and  cost-effective  navigation  and 
regulatory  services. 


Donal  J.  Geaney,  chairman  of  the 
Irish  Aviation  Authority,  is  also 
chairman  and  CEO  of  one  of 
Ireland's  leading  companies. 
Elan  Corporation. 


The  Authority  monitors  and 
controls  the  safety  and  efficiency 
of  aircraft  and  passengers,  in  the 
air  and  on  the  ground,  around  the 
clock.  It  is  one  of  the  first  air- 
navigation  services  and  safety- 
regulation  providers  to  earn  the 
ISO  9002  quality  standard. 

In  the  past  year,  this  commercial 
state-owned  enterprise  commenced 
the  largest  air  navigation  capital- 
expenditure  program  ever  undertak- 
en in  Ireland.  The  investment  in  sys- 
tems upgrades  and  expansion  is 
aimed  at  enhancing  the  quality  of 
the  Authority's  product.  It  also  is 
part  of  the  agency's  strategy  to 
build  its  capacity  to  accommodate 
growth  in  air  traffic  to,  from  and 
over  Ireland. 


The  chairman  of  the  Irish  Avia- 
tion Authority,  Donal  J.  Geaney, 
says,  "Air  safety  is  the  business 
of  the  Irish  Aviation  Authority,  and 
this  is  reflected  in  all  aspects  of 
our  work,  ranging  from  airspace 
management  and  communications 
to  regulating  aircraft  and  personnel. 

"While  safety  on  the  ground 
and  in  the  air  must  remain  our 
main  priority,"  he  adds,  "the 
Authority  is  conscious  of  the  fact 
that  it  operates  in  an  increasingly 
competitive  marketplace. 

"Consequently,  we  must  contin- 
ue to  provide  safe,  efficient  and 
cost-effective  services  that,  while 
representing  value-for-money,  also 
must  meet  the  needs  of  airline 
customers  who  are  at  the  forefront 
of  that  competitive  environment." 


The  Irish  Aviation  Authority  has 
ommenced  the  largest  air  navigation 
capital-expenditure  program  ever 
undertaken  in  Ireland. 


Schering-Plough 
Is  Proud  to  Be  a  Member  of 

The  Ireland-US.  Council 
for  Commerce  &  Industry 

C0D  Schering-Plough 


'e  have  a  home  in  the  country. 


We're  Pfizer. 

We  've  had  a  home  in  Ireland  since  1969. 

Since  we've  received  such  a  warm  welcome, 

we  thought  it  only  proper  to  show  our  thanks. 

This  year,  we're  sponsoring  the  Irish  Hospice 

Foundation's  Sunflower  Day.  We've  also 

introduced  something  new  to  the  Irish  roadways. 

It's  called  the  Pfizer  Science  Bus.  You'll  see  it 

travelling  the  country,  bringing  science  labs  to  more 

than  18,000  Irish  schoolchildren  annually.  It's  our  way 

of  saying  "thank  you"  for  the  hundred  thousand 

welcomes  we've  received.  Pfizer  has  found  a  place  in 

Ireland  and  Ireland  has  found  a  place  in  our  hearts. 


Life  is  our  life's  work. 


www.pfizer.com 
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William  C. 
Steere,  Jr. 
Chairman  & 
CEO 
Pfizer  Inc 


Pfizer,  the 
world's  leading 
pharmaceutical 
company,  first 
established  a 
major  site  in 
Ireland  in  1969.  Today,  the 
company  employs  hundreds  of 
people  at  several  Irish  sites  - 
bringing  to  market  innovative 
medicines  for  both  humans 
and  animals.  Pfizer,  one  of  the 
country's  top  corporate  taxpayers, 
also  contributes  to  numerous 
educational,  charitable  and 
cultural  organizations. 

In  1999,  Pfizer  employees  at 
Ringaskiddy  spearheaded  an 
initiative  to  provide  a  leukemia 
scanner  for  Mercy  Hospital  in 
Cork,  contributing  half  of  the 
cost  themselves,  with  the 
company  matching  their  dona- 
tions. In  March,  the  company 
launched  the  Pfizer  Science 
Bus  in  Dublin.  Every  year  this 
innovative  vehicle  will  enable 
18,000  Irish  students  to  expe- 
rience the  excitement  of 
hands-on  science.  In  June, 
Pfizer  sponsored  the  Irish 
Hospice  Foundation's 
Sunflower  Day,  and  in  August, 
the  Pfizer  Science  Bus  will 
bring  "fun  science"  to  children 
at  the  Barretstown  Gang 
Camp,  which  gives  seriously  ill 
youngsters  the  chance  to  enjoy 
therapeutic  recreation  in 
Kildare. 

Bill  Steere,  Pfizer's  chairman 
and  CEO,  summed  up  the  long, 
happy  relationship  between 
Pfizer  and  Ireland  best  when 
he  said, "Ireland's  been  good 
for  Pfizer,  and  Pfizer's  been 
-d  for  Ireland." 


Ireland  Bids  to  Become 
Europe's  E-Biz  Hub 


The  green  light  has  been  given 
to  make  Ireland  the  e-business 
hub  of  Europe.  A  new  law  is  being 
fast-tracked  into  legislation,  which 
would  remove  obstacles  to  electronic 
commerce  while  providing  a  firm 
legal  base  for  businesses  wanting 
to  take  advantage  of  the  global 
digital  economy. 

The  aim  is  for  Ireland  to  take 
the  lead  in  Europe  in  legally 
validating  Internet  transactions 
and  encrypting  electronic 
signatures.  In  September  1998, 
the  first-ever  international  digital 
signing  ceremony  took  place  as 
part  of  President  Clinton's  visit  to 
Ireland.  President  Clinton  and 
Prime  Minister  Ahern  digitally 
signed  an  intergovernmental 
document  using  software 
developed  by  Baltimore 
Technologies,  a  successful  Irish 
e-commerce  security  company. 

As  part  of  the  blueprint  to  spur 
change  in  the  digital  economy, 
Ireland  privatized  the  state-owned 
telecommunications  company 
last  year.  The  result  is  Eircom, 
Ireland's  largest  telecommunica- 
tions provider,  which  was  brought 
to  market  in  the  largest  IPO  in 
Ireland's  history.  In  addition,  the 
government  sold  off  the  country's 
largest  cable  company,  Cablelink, 
to  NTL,  the  New  York  giant  that  is 
a  major  player  in  the  U.K. 

And  the  thrust  into  e-commerce 
does  not  stop  there.  Recently,  a 
deal  was  forged  with  MIT's  Media 
Lab  to  set  up  MediaLab  Europe  in 


Council's  2001  Wintc 
Meeting  in  Palm  Bea 

The  Council  stages  an  annual  wint 
meeting  in  Palm  Beach,  FL.  Next  y 
the  event,  which  includes  one 
conference  session,  golf  and  a  gal 
dinner,  will  be  held  at  The  Breaker, 
Hotel  from  February  8  to  10,  2001 
Further  information  from  the  Coun 
at  (212)  921-1414. 


Dublin  as  an  independent, 
leading-edge  technology-research 
venture.  The  project  involves  an 
investment  of  $200  million. 

Many  U.S.  companies  have 
recognized  Ireland's  role  in 
European  e-commerce  and  are 
establishing  or  expanding  their 
operations  in  Ireland: 

•  Microsoft's  European  Operations 
Center  in  Dublin  is  home  to  the 
second-largest  Microsoft  data 
center  in  the  world. 

•  Hewlett-Packard  has  set  up  its 


Daniel  P.  Tully,  chairman  emeritus, 
Merrill  Lynch  &  Co.,  and 
past  president  of  the  Council. 
Merrill  Lynch  was  among  the  first 
to  establish  a  major  presence  in 
Dublin's  International  Financial 
Services  Center. 


Enda  Connolly  of  Ireland's 
Industrial  Development  Agency  - 
pushing  the  case  for  Ireland  to  be 
Europe's  e-commerce  hub 

European  Outsourcing  Center 

at  its  Dublin  location. 
•Xerox  Corp.  has  invested 

$400  million  to  set  up  a 

technology  village  on  a  104- 

acre  site  in  Dundalk. 
•Lucent  Technologies  is  investing 


$150  million  in  optical 

technology  In  a  major 

expansion  of  its  Irish  operations. 
Ireland  has  invested  $5  billion 
in  its  telecommunications 
infrastructure  in  the  past  decade, 
realizing  that  it  can  only  become  an 
e-business  hub  if  it  invests  in  new 
technology. 

In  July  of  last  year,  the  Bermuda- 
based  company  Global  Crossing 
entered  an  agreement  with  the  Irish 
government  to  build  the  first 
transatlantic  fiber-optic  cable  directly 
linking  the  U.S.  and  Ireland.  This 
advanced 
network 
connects  the 
two  countries 
more  closely 
than  ever. 


Carol  Power,  a  columnist  for  the  Irish  Times, 
contributed  to  the  editing  of  this  supplement.  I 


The  Council  Welcomes 
New  Members 

The  Ireland-U.S.  Council  welcomes 
new  members.  The  cost  is  $500  for 
individuals  or  for  companies  with 
fewer  than  50  employees.  The 
annual  membership  dues  for  larger 
companies  is  $1,000. 

For  membership  details,  contact: 
The  Ireland-U.S.  Council 
1156  Avenue  of  the  Americas 
Suite  #640 
New  York,  NY   10036 
Telephone:   (212)  921-1414 
Fax:  (212)  730-2232 


America  Online  is  in  the  process  of 
establishing  its  only  major  development 
site  outside  of  the  U.S.  in  Dublin. 


Competition  is  coming,  but  Ireland's  already  winning. 

Already,  Ireland's  domestic 
and  industrial  customers  have  the 
cheapest  electricity  in  Britain  or 
Ireland*  And,  at  the  same  time  as 
providing  these  very  competitive 
prices  and  value,  ESB  will  this  year 
invest  more  than  €380  million  in 
Ireland's  electricity  infrastructure  - 


part  of  a  plan  to  invest  €2.5  billion 
over  the  next  five  years.  All  of  which 
will  ensure  our  service  to  ESB 
customers  will  get  better  and 
better  in  the  years  ahead. 
There's  a  new  world  waiting 
-  a  world  of  ESB  energy. 


'Source:  Unipede,  January  1999. 


Where  will  Ireland  get  its  energy?      ™ 


ml.com 


Backseat  Driver  By  Jerry  Flint 


fhe  Grass  Is  Always  Greener 


DID  YOU  KNOW  THAT  FORD  ONCE  BUILT  A  TERRIFIC 
passenger  airplane?  The  Ford  TriMotor.  Ford 
Motor  built  TV  sets,  too.  Ford  grew  rubber  trees 
and  built  rockets.  General  Motors  made  refrigera- 
tors, started  an  airline,  built  houses  and  even  made 
irthmoving  machines. 

Chrysler  built  rockets,  corporate  jets  (Gulfstream)  and 
lotorboat  motors. 

Auto  companies  have  always  gotten  into  other  busi- 
esses,  and  many,  many  more  than  I've  mentioned  above. 
bey  were  into  businesses  that  were  hot  at  the  moment  or 
idled  "future."  I  think  auto 
:ecutives  would  sit  around 
id  say,  "Gee,  we're  all  so 
nart.  Why  waste  all  our 
rainpower  on  cars?  That's 
d  hat.  Let's  diversify.  Let's 
:t  into  modern  stuff,  so  we'll 
i  strong  when  folks  get  tired 
cars. 

It's  not  just  Americans 
ho  think  like  this.  Daimler 
as  going  to  be  a  great  con- 
omerate:  planes,  trains, 
ashing  machines.  Toyota 
ants  to  expand  its  nonauto 
isiness  and  is  getting  lots  of 
vorable  publicity  about  a  big 
iternet  shopping  network  it 
ins  in  Japan. 

In  the  end,  these  diversification  efforts  always  seem  to 
op  or  get  sold  off  when  the  company  needs  some  quick 
ish.  The  American  automakers  have  gotten  out  of  most  of 
leir  sidelines.  Daimler  got  rid  of  the  chief  executive  who 
anted  the  conglomerate  and  is  trying  to  sell  off  the  plane, 
ain  and  washing  machine  factories.  Toyota  still  thinks  it 
in  be  big  outside  of  cars,  but  I  would  bet  against  it. 

The  point  of  this,  of  course,  is  that  just  as  the  Americans 
vore  off  diversification,  they  have  started  up  again.  This 
me  the  future  is  in  e-business,  where  they  will  joindy  set  up 
company  to  purchase  auto  parts  online.  This  isn't  diversi- 
:ation  the  way  making  airplanes  is,  but  it's  not  the  business 
f  making  cars.  And  this  one  won't  work  either. 

Why  do  they  do  this  and  why  are  they  destined  to  fail? 

Second  question  first.  Let's  imagine  I'm  the  greatest  e- 
usinessman  in  the  world,  with  great  ideas,  impressive  abil- 
y  to  lead  people,  set  up  organizations,  win  customers  and 
sliver  service.  I'm  Bill  Gates  squared.  Why  would  I  want  to 


The  auto  manu- 
facturers are 
plunging  into 
e-business.  But 

you  can  bet  it  will 
meet  the  same 

fate  as  their  past 
diversification 
efforts:  failure. 
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work  for  General  Motors  or 
Ford  or  Daimler  or  Toyota?  I 
could  never  get  to  be  chief  ex- 
ecutive there.  They  are  push- 
ing close  to  $200  billion  a  year 
in  business,  and  the  big  boss 
will  always  be  connected  to 
that  business.  He  may  be  a  fi- 
nance type,  he  may  be  a  prod- 
uct type.  But  he  will  always  be 
connected  to  the  heart  of  the 
business.  I'll  always  be  run- 
ning a  small  unit  and  sooner  or  later  they'll  starve  me  out  or 
sell  me  off. 

When  it  comes  to  money,  no  matter  how  well  I  do,  I  can't 
make  more  than  the  boss  does.  Auto  chief  executives  don't 
make  Time  Warner  or  Disney  money.  I  may  be  Bill  Gates 
smart,  but  I'll  live  on  a  lousy  vice  president's  salary  if  I'm 
heading  a  unit  of  GM  or  Ford  or  Toyota  or  Daimler. 

Another  reason  they  don't  succeed.  I  used  to  say  that  if 
GM  bought  a  hot  dog  stand,  at  the  instant  of  purchase,  that 
hot  dog  stand  would  have  the  highest  overhead  burden  of 
any  hot  dog  stand  in  the  world,  which  isn't  good  for  a 
startup  business. 

Now  as  to  why  they  always  want  to  do  something  else.  I 
can  imagine  the  Detroit  headquarters  office  with  three  or 
four  of  the  top  guys  sitting  around. 

One  says:  "What  should  we  do  today?  Get  into  a  new 
business  that's  going  to  change  the  entire  world  tomorrow 
(like  airplanes,  rockets  or  TV")?  Or  figure  out  how  to  build  a 
car  that  will  beat  Toyota  in  California?" 

The  others  put  their  hands  on  their  foreheads  and  groan. 
They  really  don't  want  to  tfrink  about  trying  to  build  a  car 
that  would  beat  Toyota  in  California,  so  they  quickly  agree  to 
worry  today  about  the  future  of  business  or  globalism  and 
what's  going  on  around  the  world.  They  can  always  come 
back  and  figure  how  to  lick  Toyota  in  California  some  other 
time.  Today,  they  see  the  future  in  e-business. 

But  history  shows  that  auto  companies  succeed  when 
they  build  good  cars  and  trucks  and  finance  them. 
There's  always  a  first  time,  you  say. 
And  I  quote  an  old  Virginian,  Patrick  Henry: 
"I  have  but  one  lamp  by  which  my  feet  are  guided,  and 
that  is  the  lamp  of  experience.  I  know  no  way  of  judging  of 
the  future  but  by  the  past."  F 


□ 


Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the 
automobile  industry  since  1958.  Visit  his  forum  at  our  Web  site, 
www.forbes.com/flint. 
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STATION 
ROUNDUP 

Larry  Wilson  has  built  a  small  empire  by  acquiring  radio  stations 
in  midsize  towns  all  across  the  country.  How  long  can  he  keep  it  up? 


BY  CHANDRANI  GHOSH 

IF  SMALL  IS  BEAUTIFUL,  MEDIUM  IS 
sweet  perfection  to  Larry  R.  Wilson. 
Over  the  past  16  years  he  has  built 
the  sixth-largest  radio  outfit  in  the 
nation  by  stringing  together  21 1  AM 
and  FM  stations  clustered  mostly  in  45 
midsize  markets.  His  Las  Vegas-based 
Citadel  Communications  Corp.  pulled 
in  $178  million  in  revenues  last  year 
from  markets  like  Little  Rock,  Ark.,  Den- 
nysville,  Me.  and  Kokomo,  Ind. 

"There  is  still  a  lot  of  untapped  po- 
tential," says  Wilson,  a  tall  55-year-old 
who  dresses  in  cowboy  boots  and  a  Stet- 
son. Meaning:  not  a  lot  of  competition 
from  giants  like  Clear  Channel  Com- 
munications (with  870  stations  and  $4 
billion  in  revenues),  and  a  smaller  price 
tag  for  smaller  stations,  which  sell  on  av- 
erage for  14  times  operating  income 
(net  before  depreciation,  interest  and 
taxes),  versus  18  times 
for  larger  markets.  HOW  lO 

An      accountant 

and  attorney  by  training,  Wilson  got  his 

first  taste  of  radio  as  general  counsel  at 

Combined  Communications,  a  na- 

ompany.  In  1984,  a  few 

Jannett  bought  Combined 

S ,  Wilson  lit  out  for  his 


own  gig,  settling  on  two  strong-signal 
stations  in  Tucson,  Ariz.,  where  he  went 
to  law  school,  for  $5.5  million — cob- 
bled together  from  personal  savings 
and  loans  from  friends. 

Lots  of  static  at  first.  A  month  after 
the  acquisition,  lightning  blew  up  a 
transmitter.  An  acute  capital  shortage 
put  expansion  plans  on  hold.  "I  went 
out,  got  a  bunch  of  credit  cards  and 
maxed  them  to  meet  expenses,"  recalls 
Wilson.  Impatient  to  expand,  he  sold 
the  Tucson  stations  three  years  later, 
doubling  his  investment  and  buying 
two  stations  in  Billings,  Mont,  and  two 
in  Salt  Lake  City. 

It  was  propitious  timing.  In  March 
1991  the  Federal  Communications 
Commission  started  allowing  compa- 
nies to  take  over  the  sales  and  market- 
ing of  more  than  two  FM  or  AM  stations 
in  the  same  market.  Wilson  pounced, 


most  markets.  Revenues 
also  more  than  quadru- 
pled— and  not  just  by  ac- 
quisition alone:  Same-sta- 
tion sales  increased  16%  last 
year  and  19%  during  the 
first  quarter. 

Citadel  has  a  broad 
spectrum  of  stations,  span- 
ning different  locations,  de- 
mographics and  formats — 
from  country  and  rock 
music  (classic  or  alterna- 
tive) to  talk  and  sports.  Wil- 
son is  big  on  complemen- 
tary or  "flanking"  formats: 
two  country  stations  in  the 
same  market,  for  instance, 
one  for  younger  and  an- 
other for  older  listeners. 
That  way  you  can  cover  the 
25-to-54  age  group  (the 


PAY  FOR  ALL  THOSE  STATIONS?  WILSON  HAS  BECI 


signing  on  17  stations.  When  the  Tele- 
communications Act  of  1996  loosened 
the  ban  on  owning  multiple  stations  in 
each  market,  Citadel  went  into  a  buying 
frenzy,  more  than  quadrupling  in  size, 
and  becoming  number  one  or  two  in 


prime  target  for  advertisers)  and  cu 
programming  costs  through  joint  pro 
motions  and  a  single  music  director. 

What  does  Wilson  look  for  in  a  sta 
tion?  Midsize  cities  that  can  suppor 
several  stations  which,  properly  nur 
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IETHING  OF  A  CAPITAL  MARKETS  ADDICT  SINCE  TAKING  CITADEL  PUBLIC. 


tured,  grow  like  bluegrass.  "If  we  hear 
that  a  new  airport  is  being  built  or  a 
university  is  expanding,  that  interests 
us,"  says  Donna  Heffner,  Citadel's  chief 
financial  officer.  Strong  capacity  does, 
too,  "Markets  where  we  can  buy  the 


best  or  one  of  the  best  signals,"  she  says. 
With  more  than  170  acquisitions, 
Wilson  has  the  integration  process 
down  to  a  formula.  Within  a  week  of 
signing  a  deal,  he  calls  on  the  stations 
and  meets  everyone  on  staff.  In  tow  is  a 


team  that  includes  Citadel's  chief  oper- 
ating officer,  a  programming  specialist 
and  an  accounting  manager.  In  about 
20%  of  the  deals,  station  formats  are 
overhauled  within  two  to  three  months. 
Wilson  likes  to  consolidate  back-of- 
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fice  functions,  but  refuses  to  skimp  on 
the  sales  staff.  A  single  team  for  multi- 
ple stations  cuts  costs  in  the  short  run, 
but  is  less  effective  in  bringing  in  adver- 
tisers. "Sales  people  are  often  not 
equally  motivated  by  two  different  sta- 
tions, so  one  station  ends  up  suffering," 
explains  Heffner.  New  recruits  are  put 
through  an  extensive  training  program, 
then  often  work  under  Citadel  veterans 
for  three  months. 

Acquisitions  are  getting  tougher  to 
come  by.  Last  July  Citadel  lost  a  bid  to 
acquire  more  than  40  stations  offered 
by  the  Baltimore-based  Sinclair  Group; 
Bala  Cynwyd,  Pa. -based  Entercom  got 
them.  Some  groups,  though,  apparently 
prefer  to  sell  to  Wilson.  "He  has  ac- 
quired a  niche  in  buying  family-owned 
radio  stations,"  agrees  Keith  Fawcett,  a 
broadcast  analyst  with  Merrill  Lynch. 
This  May  Citadel  bought  Dick  Broad- 


►  By  the  Numbers 

Tuned  In 

Radio  ad  revenues  are  growing,  thanks 
to  more  commuters  and  Internet  outfits. 


n 


Total  U.S.  radio 
pot  revenues  in  1999. 


wt 


Out  of  the  top  5  radio  empires  now 
do  audio  streaming. 
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Of  the  U.S.  population  12 
ears  and  older  listens  to  radio  at 
least  once  a  week. 


Radio  companies  account  for  9% 
of  all  commercial  stations  and  15% 
of  total  spot  revenues. 

Source:  Duncan's  American  Radio. 


casting,  1 1  stations  spread  over  the 
South,  for  $300  million. 

How  does  he  pay  for  all  those  sta- 
tions? Wilson  has  become  something  of 


a  capital  markets  addict  since  taking 
Citadel  public  in  1998,  raising  $107 
million.  He  has  subsequently  floated  a 
$115  million  bond  offering  and  raised  a 
total  of  $575  million  in  equity  offerings. 
Last  year's  $55  million  in  operating  in- 
come was  enough  to  sustain  interest  ex- 
penses of  $25  million. 

But  the  buying  binge  probably  can't 
continue  forever.  Wilson  may  have  to 
rein  in — or  sell  out.  There  are  reports 
that  he's  in  discussions  with  an  ac- 
quirer. Wilson,  who  owns  8%  of  the 
company,  denies  the  rumors.  Still,  he 
says,  "If  somebody  came  along  with  an 
unbelievably  attractive  price,  I  would 
take  it  to  the  board." 

Citadel  is  already  richly  priced.  With 
shares  trading  at  $40,  it  has  an  enterprise 
value  (market  capitalization  plus  debt) 
of  $1.8  billion — 30  times  its  operating 
income  over  the  last  12  months. 


THE  LOVE  MACHINE 

Finally,  an  FDA-approved  device  to  help  women  with  sexual 
dysfunction.  Now  the  problem:  How  do  you  sell  the  thing? 


BY  MARY  ELLEN  EGAN 

CLAIRE  HOVLAND  DOESN'T  LOOK 
like  the  leader  of  a  sexual  revolu- 
tion. A  University  of  Minnesota- 
trained  electrical  engineer,  he  founded 
St.  Paul,  Minn.-based  UroMetrics  four 
years  ago,  working  with  a  urologist  to 
develop  ultrasound  devices  that  diag- 
nose impotence.  Tame  stuff  compared 
with  his  latest  venture:  the  first-ever 
Food  &  Drug  Administration-ap- 
proved device  to  treat  female  sexual 
dysfunction.  That  condition — typically, 
a  failure  to  become  aroused,  pain  dur- 
ing intercourse  or  extreme  vaginal  dry- 
ness— is  believed  to  afflict  43%  of 
women.  While  doctors  are  willing  to 
endorse  his  Eros  Clitoral  Therapy  De- 
vice, Hovland  has  a  tough  sell.  Despite 
all  Bob  Dole  did  to  break  the  ice,  Amer- 
icans are  not  thrilled  to  hear  pitches 
about  marital  aids. 

The  Eros  works  by  increasing  the 

blood  The  device, 

prescription,  looks  like 


a  computer  mouse  attached  to  a  minia- 
ture funnel;  it's  essentially  a  battery-op- 
erated vacuum.  The  nozzle  fits  snugly 
over  the  clitoris  and  the  resulting  suc- 
tion causes  the  area  to  fill  with  blood. 
"Eros  is  particularly  effective  with  post- 
menopausal women 
who  have  more  trouble 
with  blood  flow  and 
hence  lubrication  and 
sensation,"  says  Hov- 
land, 5 1 .  The  device  can 
help  "alleviate  enor- 
mous emotional  dis- 
tress," adds  Dr.  Irwin 
Goldstein,  a  urologist 
and  pioneer  in  the  field 
of  female  sexual  dys- 
function. "This  is  clearly  the  second  sex- 
ual revolution.  Birth  control  was  the 
first.  The  [Eros  CTD]  empowers  older 
couples  to  perpetuate  their  sexual 
relationships." 

Fine.  But  how  do  you  market  a  de- 
vice to  a  public  barely  comfortable  with 


the  euphemism  "erectile  dysfunction"? 
To  loosen  up  public  discourse  Hovland 
hired  BlueFire  Partners,  a  local  p.r.  firm. 
"We  first  need  to  raise  women's  comfort 
level,"  says  Joanne  Henry,  BlueFire's  pres- 
ident. She  had  to  make  a  little  comfort 
adjustment  herself  when  it  came  to  say- 
ing the  word  clitoris.  "If  I  was  on  the 
phone  when  the  kids  came  home,  I'd  go 
into  the  laundry  room  and  crouch  down 
between  the  washer  and  dryer  so  they 
couldn't  hear  me."  But  having  worked 
on  several  health  care 
issues,  including  Pfizer 's 
Viagra  campaign, 
Henry  has  a  strategic 
head  start.  "We'll  edu- 
cate first  and  advertise 
second,"  she  says. 

At  the  top  of  the 
list  are  doctors  and 
other  health  care 
providers.  Since  there 
has  been  very  little  re- 
search on  female  sexual  dysfunction, 
physicians  are  nearly  as  uninformed 
about  the  phenomenon  as  is  the  gen- 
eral public. 

The  quickest  route  to  that  audience 
is  through  medical  conferences  and 
seminars  put  on  by  various  associa- 


"THIS  IS  THE 
SECOND  SEXUAL 
REVOLUTION. 
BIRTH  CONTROL 
WAS  THE  FIRST." 
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tions.  "There  are  enough  going  on  right 
now  that  UroMetrics  doesn't  have  to 
sponsor  one  of  its  own,"  says  Henry. 
The  company  is  also  doing  a  direct- 
mail  campaign  to  physicians,  describ- 
ing research  and  pitching  Eros  CTD. 
On  the  consumer  front  UroMetrics 


has  launched  a  Web  site 
(www.womenssexual- 
health.com)  and  per- 
suaded some  of  the  big  drugstore  dis- 
tributors to  stock  its  Eros  CTD,  which 
wholesales  for  $216  and  retails  for  $360. 
Hovland,  who  financed  research  and 


The  new  Masters  and  Johnson? 
Joanne  Henry  is  helping  Claire 
Hovland  market  the  Eros  CTD. 


development  for  the 
new  device  from  the 
profits  on  his  $5  million 
in  sales  from  older  products,  speculates 
that  he  could  sell  1  million  Eros  units 
by  year-end  if  he  can  get  the  word  out. 
A  big  if. 


GOLD  RUSH 

Help  a  Canadian  mining  company 
pinpoint  a  new  mother  lode— and 
take  home  $105,000. 

BY  BRENDAN  COFFEY 

WITH  A  NOD  TO  THE  FICTIONAL 
Phileas  Fogg  and  the  £1  million 
prize  in  Around  the  World  in 
Eighty  Days,  a  Toronto-based  mining 
outfit  is  offering  a  cash  prize  to  anyone 
who  can  help  it  find  a  new  mother  lode. 
Specifically,  Goldcorp  will  pay  $105,000 
to  locate  6  million  ounces  of  gold  on  its     lie  (via  www.goldcorpchallenge.com), 


current  prices,  6  million 
ounces  of  gold  is  worth 
$1.6  billion.  And  Goldcorp 
would  have  to  spend  $66 
million  on  exploration — 
drilling  test  holes,  doing 
chemical  analysis,  paying 
consultants. 
But  the  prize  is  apparendy  enough 
to  attract  1,100  graduate  students,  un- 
employed geologists  and  other  mini-for- 
tune seekers  from  43  countries.  They've 
each  submitted  eight-page  proposals 
based  on  their  analysis  of  a  CD-ROM  that 
Goldcorp    Chief   Executive    Robert 
McEwen  has  made  available  to  the  pub- 


40,000  acres  of  land  in  Red  Lake,  Ont. 
Why  6  million?  It's  the  total  amount  of 
■  site  over  the  52- 
u  . 

i*    exactly  a 
.i  for  what's  involved.  At 


containing  half  a  century  of  proprietary 
geological,  chemical  and  mining  data  on 
the  land.  "We've  tapped  into  the  intel- 
lectual capital  of  the  industry  and  are 
using  the  convergent  technologies  of  the 
Internet  to  move  the  mining  industry 


into  the  21st  century,"  he  says. 

And  done  a  bit  of  exploitation  in 
the  process.  When  the  challenge  ends 
on  July  31,  six  judges  from  five  conti 
nents  will  cull  the  25  most  compelling 
cases  for  where  gold  lies. 

Whether  gold  is  found  or  not,  each 
of  the  25  takes  home  $10,000.  They 
then  will  be  invited  to  tweak  their  ideas 
further  for  a  shot  at  bigger  bucks.  The 
best  of  the  lot  will  be  awarded  an  addi- 
tional $95,000 — whether  or  not  it 
leads  to  a  6-million-ounce  find.  Two 
runners-up  will  haul  in  $80,000  and 
$75,000.  All  ideas  submitted  become 
property  of  Goldcorp. 

The  possibility  of  finding  so  much 
gold  on  land  already  pored  over  by  Gold 
corp's  15  Red  Lake  geologists  seems  re- 
mote. But  the  CD-ROM  is  the  first  time 
all  of  the  firm's  information  has  been  in 
one  database  to  view  as  a  whole,  and 
McEwen  believes  the  thousands  of  fresh  f 
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Surprisingly,  to  become  one  of  the  largest  e-business 

companies  in  the  world,  you  don't 
have  to  deal  in  books  or  collectibles. 


For  over  30  years,  you've  known  Fannie  Mae  as  the  private  company  with  a  public  mission  to  expand  the 

dream  of  homeownership.  Despite  our  traditional  look,  we've  also  been  a  leader  in  developing 

innovative  technology  solutions  that  help  our  lender  partners  serve  more  borrowers 

and  qualify  more  families.  So  it's  only  natural  that  we're  putting  this  expertise  to 

work  by  making  our  technology  more  widely  available  on  the  Internet  to  help 

our  mortgage  industry  partners  offer  consumers  the  best  possible  low-cost 

mortgage  experience. 


r£i  FannieMae 

/w.fanniemae.com 


Last  year  alone,  we  conducted  about  $170  billion  in  business  through  our 

proprietary  e-business  network.  Now  we  are  moving  all  of  our  business  services 

to  the  Internet,  enabling  us  to  do  $300  -  $400  billion  of  business  online  each  year. 


Which  explains  why  we're  more  than  just  the  world's  largest  source  of  mortgage 
funds.  We're  rapidly  becoming  one  of  the  world's  largest  e-businesses. 

Fanniemae.com.  It's  how  we  do  business.  Period. 
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eyes  examining  the  data  are  bound  to  see 
what  others  hadn't  thought  of.  Indeed, 
he  feels  at  least  1  million  ounces  of  gold 
will  be  uncovered  by  the  contest.  Some  of 
those  eyes  may  belong  to  competitors 
who  may  offer  to  joint-venture  on  at  least 
part  of  the  property  or  launch  a  takeover 
after  looking  at  the  data.  But  McEwen 
professes  not  to  be  bothered  by  that 

Don't  underestimate  the  publicity 
value  of  this  gimmick.  Finding  gold 
would  be  nice.  Failing  that,  the  contest 
is  a  cheap  way  to  draw  attention  to  the 
relatively  small  firm,  which  could  use  a 
little  buzz  these  days. 

As  with  most  other  North  Ameri- 
can mining  firms,  the  35%  drop  in  gold 
prices  from  the  1996  peak  of  $417  an 
ounce  has  hammered  the  bottom  line. 
The  company  has  posted  losses  in  two 
of  the  last  three  years  and  seen  sales 
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plunge  20%  in  four 
years,  to  $55  million  in 
1999.  Shares  have  been 
mired  between  $6  and 
$12  (Canadian)  on  the 
Toronto  Stock  Ex- 
change; its  lightly 
traded  NYSE  shares  are 
around  $6. 

Could  the  slump  be 
over?  Goldcorp  is 
blessed  with  an  acci- 
dental find  under  a 
part  of  Red  Lake:  an 
unusually  high  concen- 
tration of  gold — 1.4 
ounces  of  gold  per  ton 
of  earth  and  rock  ver- 
sus 0.03  ounces  for  the  average  gold 
mine — which  could  make  the  company 
one  of  the  five  lowest-cost  producers 


►  By  th 

Yellow  Fever 

There's  still  gold  in  them  hills 


attl 


Tons  of 
gold  rrined  worldwide 
since  4,000  B.C 


unce 


The  per-o 
price  of  gold  in  February 
1980,  in  constant  dollars 


Miles  of  drill  holes 
the  Red  Lake  mine. 

Hits  on 
Goldcorp's  contest 
Web  site. 


worldwide,  at  $88  pt 
ounce. (Goldcorp  wfl 
start  mining  this  ard 
beginning  November.  )< 
McEwen  says  the  e  J 
isting  Red  Lake  min. 
will  produce  240,00 
ounces  of  gold  next  yei 
and  475,000  ounces  ijl 
2003.  You  have  to  tak 
any  boasts  about  gol 
mines  with  a  kilo  c 
salt,  but  the  analysl 
who  follow  this  littl 
company  are  cautiou 
believers.  Barring  prd 
duction  snags,  they  ex 
pect  profits  by  the  seo 
ond  half  of  2001.  Any  new  finds  fror, 
the  contest  entries  would  be  pui 
bonus.  I 


ENTREPRENEURS 


NATIVE  SON 

A  high-tech  entrepreneur  from  Singapore 
discovers  why  he  can't  go  home  again. 


BY  ANDREW  TANZER 


WONG  TOON  KING  WAS  HEADED 
for  a  brilliant  career — among 
Singapore's  elite  and  power- 
ful bureaucracy.  When  he  was  17  the 
National  Computer  Board,  charged 
with  promoting  and  developing  in- 
formation technology  in  the  city-state, 
plucked  him  out  of  the  system  and 
sent  him  to  MIT,  where  he  earned  a 
degree  in  computer  science  and  engi- 
neering and  captained  the  fencing 
team.  (He  later  brought  home  silver 
and  bronze  medals  in  the  1993  Asia 
Games.)  After  returning  to  Singapore 
Wong  worked  at  NCB  on  IT  2000,  a 
master  plan  to  offer  universal  broad- 
band access  to  all  of  Singapore,  the 
first  nation  ever  to  do  so. 

But  he  quickly  grew  restless.  "I  real- 
ized that  if  you  build  a  New  Age  high- 
way, you  need  it  to  be  vibrant  and  dy- 
namic," says  Wong,  now  33.  "That  can 
only  happen  if  you  have  entrepreneurs 


taking  risks."  So  in  1994  he  quit  the 
government  to  form  SilkRoute  Hold- 
ings, a  holding  company  that  invests  in, 
develops  and  operates  Internet  busi- 
nesses, with  $75,000  of  his  savings  and 
money  from  three  partners.  (Today  his 
53%  stake  is  worth  $57  million.) 

At  the  time  it  was  a  bold  move  for 
someone  in  risk-averse  Singapore.  En- 
trepreneurship  was  not  seen  as  a  higher 
calling.  Besides,  having  bolted  before 
his  eight-year  service  to  the  govern- 
ment was  up,  Wong  had  to  pay  back 
$75,000  for  his  overseas  education. 

SilkRoute  jumped  online  early  but 
with  mixed  success.  One  of  its  first  ven- 
tures was  Latitude,  which  developed 
Web  sites  for  clients  such  as  Singapore 
Airlines  and  Tiger  Beer  and  is  the  lead- 
ing local  designer  of  sites.  A  Web  maga- 
zine attracted  readers  but  no  advertis- 
ing; a  recruitment  site  ran  into  pressure 
from  the  government-owned  newspa- 


Facing  a  brighter  future— in  the 
U.S.:  SilkRoute's  Wong  Toon  King 
felt  too  hemmed  in  by  Asia. 

per,  which  wouldn't  run  its 
classifieds. 

ECnet,  a  B2B  supply  chain 
management  service  launched 
in  1996  that  focuses  on  high- 
tech  manufacturing,  could  be 
more  promising  (though 
Wong  refuses  to  disclose  rev- 
enues or  losses).  An  Internet- 
based  platform  that  links  elec- 
tronics manufacturers  with 
suppliers,  from  purchase 
order  through  fulfillment,  the 
service  allows  incompatible 
resource  planning  systems  like 
SAP  and  Oracle  to  communi- 
cate. This  year  ECnet  also 
launched  a  digital  market- 
place for  electronic  compo- 
nents used  in  PCs  and  con- 
sumer electronics.  The 
company  gets  revenues  from 
subscription,  usage,  transac- 
tion and  other  fees. 

No  shortage  of  backers  for 
ECnet.  Last  year  Wong  raised 
more  than  $30  million  in  two 
rounds  of  venture  capital  fi- 
nancing from  the  likes  of  Morgan  Stan- 
ley, Goldman  Sachs,  Doll  Capital  and 
3i.  Hewlett-Packard,  a  customer,  has  ac- 
quired an  option  to  convert  up  to  2.5% 
of  ECnet  in  its  next  round  of  funding. 
(SilkRoute  maintains  a  38%  stake.) 

Since  the  bulk  of  the  world's  elec- 
tronics manufacturing  takes  place  in 
Asia,  Wong,  as  first  mover,  is  onto  a  good 
thing.  ECnet  serves  more  than  50  large 
manufacturers — including  Matsushita, 
AMD,  National  Semi,  Seagate,  Siemens, 
Philips  and  Celestica — tied  to  more  than 
1,200  suppliers.  Traffic  is  booming:  ECnet 
processes  $1  billion  of  purchase  orders  a 
month,  up  fourfold  in  a  year. 

But  Wong  has  decided  once  again  to 
leave  his  homeland  for  the  U.S.  Last 
year  he  moved  ECnet's  headquarters — 
and  himself — to  Mountain  View,  Calif. 
"The  whole  ecosystem  is  here,"  he  says. 
"I'm  so  much  closer  to  the  decision 
makers."  F 
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REWIRED 

Now  that  the  market  for  dot-coms  has 
bombed,  guess  where  venture 
capitalists  are  placing  their  next  bets? 


BY  LUISA  KROLL 

ENTREPRENEUR  GORDON  GOULD 
made  the  venture  capital  rounds  in 
October,  seeking  funds  for  Upoc, 
which  helps  youth-targeted  brands 
build  communities,  commerce  and 
content  for  wireless  products.  No  prob- 
lem setting  up  meetings.  But  Gould, 
former  president  of  Silicon  Alley  Re- 
porters parent  company,  couldn't  sell 
investors  on  his  idea  of  a  "Gen-Y  wire- 
less brand."  "Most  VCs  didn't 
get  it,"  he  says.  Eventually,  he 
landed  $3.4  million  from  Arts 
Alliance,  a  transatlantic  ven- 
ture firm,  and  from  Allen  & 
Co.,  a  seed  investor  in  MCI 
and  Omnipoint. 

Today  Gould  has  to  bat 
them  away  at  conferences, 
where  they  toss  him  busi- 
ness cards  and  press  for 
meetings.  "We  see  firms  posi- 
tioning themselves  as  wireless 
VCs,"  says  Gould.  "Which  is 
comical  because  they  didn't 
know  anything  about  it  a  few 
months  ago." 

More  than  100  young 
companies,  smelling  big 
bucks,  are  trying  to  look  irre- 
sistible— as  wireless  portals, 
content  developers,  e-com- 
merce  enablers,  even 
providers  of  online  trading 
for  wireless  products.  In- 
vestors are  dutifully  flocking. 

No  one  disputes  the  swelling  im- 
portance of  the  $200-billion-a-year 
wireless  market  (worldwide),  which  in- 
cludes everything  from  mobile  phones 
and  hand-held  devices  to  a  proliferat- 
ing range  of  services.  But  are  venture 
capitalists  getting  a  little  ahead  of  them- 
is  they  did  with  R2C  and  B2B? 
s  become  everyone's  fa- 


vorite investment  area,  the 
new  promised  land,"  says 
David  Eun,  a  principal  at 
Arts  Alliance,  who  predicts 
that  many  investors  will  get 
burned. 

Some  recent  sightings  of 
brush  fires: 
■Atlanta-based  Monarch  Partners  is  re- 
portedly raising  a  $450  million  fund  for 
the  "first  national  venture  fund  to  focus 
on  the  wireless  Internet  convergence." 

■  Ignition,  a  Bellevue,  Wash.-based  fund 
started  by  alumni  from  Microsoft  and 
McCaw  Cellular  that  raised  $140  million 
in  March,  has  made  a  handful  of  invest- 
ments in  wireless  companies  to  date. 

■  Early-stage  backers  I-Hatch  Ventures 
and   Impact   Ventures    (headed   by 


WHO  CAN  BLAME  THESE  GUYS  FOR 
TRYING?  THEY  JUST  WANT  TO 
KEEP  THE  GOOD  TIMES  ROLLING. 


Michael  Dell's  brother,  Adam)  have 
created  MobileSpring  to  fund  and  de- 
velop young  network  companies  with 
wireless  components. 

■  Menlo  Park,  Calif.-based  Mayfield 
Fund  recently  hired  Janice  Roberts,  a 
3Com  veteran  who  led  its  Palm  Com- 
puting division,  to  invest  more  than 
$100  million  in  mobile  Internet. 

■  Draper  Fisher  Jurvetson  has  made  five 


wireless  investments  since  February 
and  is  reportedly  raising  a  $1  billion  in- 
ternational fund,  in  part  to  invest  in 
wireless  around  the  globe. 

Wireless  probably  has  a  brilliant  fu- 
ture. But  many  plans  being  shopped 
around  today  are  pretty  mundane — 
content  and  enabling  software  to  let  you, 
say,  check  closing  prices  and  e-mail. 
Sound  familiar?  And  like  those  thou- 
sands of  Internet  businesses,  these  ser- 
vices require  lots  of  expensive  marketing 
to  reach  consumers. 

Another  problem:  Many  companies 
are  forgetting  some  basic  challenges  of 
infrastructure.  Deploying  these  higher- 
bandwidth  services — where  capacity  is 
still  limited — will  be  capital  intensive 
and  hard  to  predict.  Moreover,  few 
wireless  startups  have  demon- 
strated they  can  make  a  profit 
"The  hype  is  a  little  ahead  of 
the  real  market  opportunity," 
says  Highland  Capital  Part- 
ner's Dan  J.  Nova.  "The  actual 
business  models  are  very  im- 
mature and  may  not  be  real- 
ized for  9  to  18  months." 

Even  those  betting  on 
wireless  aren't  exactly  cheer- 
leaders. "We  expect  a  few 
markets  to  get  wrecked,"  says 
I-Hatch  partner  Chip  L. 
Austin.  "We're  going  to  com- 
pletely ignore  the  first  genera- 
tion of  obvious  wireless  ser- 
vices that  do  little  more  than 
let  you  get  stock  quotes." 

The  biggest  obstacle  may  be 
the  inexperience  of  venture 
capitalists,  who  understand  the 
Internet  far  better  than  wire- 
less. They  also  tend  to  follow, 
rather  than  lead,  innovation. 
"They  are  busy  trying  to  direct  the  revo- 
lution themselves,"  says  Wade  Woodson, 
a  13-year  venture  veteran  and  partner  at 
Sigma  Partners,  who  is  holding  off  on 
wireless  for  now.  "I  am  stumped  to  think 
of  any  sustainable  investment  boom 
that's  been  created  by  design." 

Still,  who  can  blame  these  guys  for 
trying?  They  just  want  to  keep  the  good 
times  rolling.  F 
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/rite  the  great  American  novel  •  Raise  thoroughbreds  in 
entucky  •  Start  an  entirely  new  career  as  a  cabaret  singer — 
n  a  cruise  ship  •  Learn  how  to  cook  Italian  food — in  Italy  • 
/ork  as  a  tour  guide  at  the  Guggenheim  in  Bilbao  •  Spend 
me  in  a  Buddhist  monastery  •  Follow  the  voyage  of  Darwin's 
eagle  through  the  Galapagos  •  Play  jazz  in  a  smoky  bar  in 
aris  •  The  freedom  to  do  what  interests  me  versus  what 
aeds  to  be  done  •  To  have  to  decide  which  vacation  house 
>  use  •  To  just  once  conduct  a  symphony  •  Design  and  build 

What  are  your  plans  for  retirement? 

bw  furniture  based  on  Shaker  designs  •  Compete  in  AAU 
lasters  swimming  at  80  •  A  year  in  Provence  •  A  year  in  Paris 
A  year  in  Rio  •  Restore  an  old  British  sports  car  and  drive  to 
sr  shows  •  Work  to  improve  the  economic  situation  for 
omen  in  Third  World  countries  •  Build  a  log  home  from  the 
roiB  Id  •  Retrace  the  Endless  Summer  surf  odyssey  •  Drop 
icno^rc  every  island  in  the  Caribbean  Sea  *  Drink  my  col- 


>w 

le  i 
vill 
ut. 

rdai  ■  ■  Mr,  cnn<a  ■  tnea  rei  ppn  mza\ 
:hools  •  Spend  time  with  my  grandchildren  •  Create 
ful  garden  •  Give  my  spouse  a  chance  at  a  career  • 
DO  days  a  season  •  Volunteer  in  the  inner-city  neighborhood 
here  I  grew  up  •  Finally  use  all  of  my  frequent  flier  miles  •  A 
ammock,  a  pitcher  of  lemonade,  and  a  stack  of  John 
irisham  novels  •  Return  to  my  family's  farm  and  try  to  make 
go  as  a  farmer  •  Guided  tours  of  all  of  the  ancient  wonders 
f  the  world  •  Open  a  B&B  on  Nantucket  •  Finally  get  my  col- 
ige  degree — and  perhaps  graduate  with  my  granddaughter 
Trek  to  the  Himalayas  •  Visit  all  50  states  •  Start  another 
3reer  •  Scuba  dive  all  over  the  world  •  Visit  every  Major 
aague  ballpark  •  Relax  •  Safari  in  Africa  •  Move  to  a  college 
>wn  and  take  all  the  classes  I  skipped  40  years  ago  •  Write 
lovie  reviews  for  the  local  weekly  •  Manage  my  portfolio  • 
limb  a  20,000-foot  mountain  •  Rent  a  barge  for  a  canal  tour 
i  Europe  •  Invest  in  start-up  companies  •  Coach  youth  soc- 
sr,  baseball,  and  basketball  •  Drive  from  Alaska  to  Patagonia 
Research  volunteer  with  sea  turtles  •  Run  the  Boston 
lairatho'n  •  Play  as  many  of  Golf  Digest's  Top  100  courses  as 
ossible  •  Play:  in  a  garage  band  •  Play  bridge  for  money  • 
ct  in  community  theater  •  Visit  all  of  the  churches  and  muse- 
ms  that  I  successfully  overlooked  on  my  semester  abroad  • 
e  there — every  night — for  dinner  and  a  movie  •  Work  with 
ie  local  environmental  group  to  clean  up  the  Appalachian 
rail  •  Learn  to  play  the  piano  •  Be  a  couch  potato  •  Fix  the 
nk  •  Search  for  tigers  in  India  •  Take  a  trip  down  the  Nile  • 
ead  Russian  novels  •  Start  a  foundation  to  give  away  all  of 
ie  money  that  I  made  •  Run  for  local  office  •  Absolutely 
othing  •  Coach  my  college  football  team  •  Give  back  for 
II  of  those  who  helped  me  •  Do  all  of  the  things  that 
have  been  afraid  of — skydiving,  bungee  jumping  and  hang 
tiding  •  RV  along  Route  66  with  my  wife  and  our  dogs  • 


m 


mm 


WE  ALL  IMAGINE 
the  life  we'll  lead  in 
retirement.  But  getting 
there  takes  planning. 


And  objective 
investment  advice. 

Which  is  precisely 
where  mPower  comes 
in.  We  combine  a 
comprehensive, 
institutional  quality 
investment  analysis 
of  your  401  (k)  or 
other  retirement 
options  with  an 
easy-to-use 
online  planner. 


In  fact,  we  pioneered 
online  investment 
advice  in  1995  and 
have  been  helping 
participants  reach  their 
dreams  ever  since. 
Perhaps  that's  why 
Aetna  Financial 
Services,  First  Union, 
Hewitt  Associates, 
Manulife  Financial, 
T.  Rowe  Price 
Retirement  Plan 
Services  and  other 
financial  service  com- 
panies have  chosen 
us  to  advise  their 
more  than  15  million 
customers. 


www.mPower.com  [>' info@mPower.com 


mPower 


II  advisory  services  are  provided  by  mPower  Advisors,  LLC,  a  federally  registered  investment  advisor 
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Required 

Never  mind  the  genome— now  scientists  must  unlock  the  far 
more  complex  mysteries  of  its  real  purpose:  proteins. 


BY  ZINA  MOUKHEIBER 

TUCKED  AWAY  IN  THE  BASE- 
ment  of  a  building  in  Steve- 
nage, in  the  south  of  England, 
Walter  Blackstock  is  leading  a 
group  of  researchers  trying  to 
unravel  the  secrets  of  proteins,  the 
workhorses  of  the  body.  They  hope  to 
uncover  a  trove  of  drug  targets. 

Blackstock  runs  an  outfit  called  Cell 
Map,  a  quasi-independent  offspring  of 
giant  British  drugmaker  Glaxo  Well- 
come. Set  up  two  years  ago,  it  has  a  sep- 
arate budget,  its  own  scientific  board  of 
advisers  and  a  staff  of  20  scientists. 
They  are  stoked  by  Celera  Genomics' 
recent  announcement  that  it  has  com- 
pleted the  human  genome — the  map  of 
the  3  billion  "base  pairs"  in  the  double- 
helix  of  DNA. 

But  that  milestone  makes  their  job 

even  tougher.  Each  one  of  the  50,000  to 

100,000  genes  that  define  a  human  is  an 

instruction  set  for  making  a  protein.  It 

i    i'         tifying  what  those 

jocl        he 

of  a  disease  and  fin< 


ways  to  treat  it,  is  a  far  more  difficult 
task  than  mapping  the  genome.  For  one 
thing,  there  are  perhaps  ten  times  as 
many  proteins  as  genes,  since  a  gene 
may  code  for  more  than  one  and  the 
proteins  interact  with  one  another  to 
produce  new  ones. 

Cell  Map's  scientists  have  plucked 
out  100  genes  that  may  play  a  role  in 
cancer,  Alzheimer's,  asthma  and  other 
illnesses.  (This  is  out  of  some  5,000 
genes  believed  to  be  involved  in  dis- 
ease.) Now  they  must  map  out  what  the 
corresponding  proteins  look  like  and 
how  they  interact. 

"We're  rapidly  being  presented 
with  many  thousands  of  potential  tar- 
gets; we  need  to  select  the  correct 
ones,"  says  Blackstock,  who  heads  Cell 
Map.  "We  have  a  clear  run  to  do  what 
we  have  to  do." 

DNA  is  simple.  The  double  helix  is 


made  up  of  alternating  series  of  four 
chemical  units,  all  of  them  similar.  That 
makes  it  more  amenable  to  high-speed 
sequencing.  Proteins,  in  contrast,  con- 
sist of  sequences  of  20  different  amino 
acids.  It  gets  more  complicated  still: 
Proteins  act  in  concert,  with  a  cell  path- 
way involving  a  web  of  up  to  100  pro- 
teins, linked  together  in  a  highly  precise 
chain  of  command.  The  potential 
number  of  protein  interactions  can  run 
up  to  a  huge  10  billion,  yet  only  a  mil- 
lion are  probably  relevant  to  disease. 
Complicating  matters  are  their  fluid 
nature  and  three-dimensional  shapes. 

Cell  Map  is  fast  assembling  a  high- 
tech  protein  lab.  Five  mass-spectrome- 
try  machines  at  $750,000  a  pop  are 
busy  sequencing  proteins,  each  one  at 
the  rate  of  500  per  day.  That  is  a  real 
boost  from  just  10  per  day  last  year.  "It 
drove  us  crazy,"  says  Blackstock.  Every 
day,  scientists  can  map  out  a  network  of 
10  to  30  proteins,  whereas  it  took  one 
year  with  nonautomated  tools. 

Last  year  Cell  Map  began  to  clarify 
the  function  of  the  Presenelin- 1  gene, 
which  is  involved  in  a  familial  form  of 
Alzheimer's  and  plays  a  role  in  plaque 
deposition  in  the  brain,  which  leads  to 
memory  loss.  PS-l,  however,  is  worth- 
less as  a  drug  target  because  it  can  trig- 
ger a  toxic  chain  reaction. 

So  scientists  decided  to  isolate  the 
PS-l  protein  and,  like  pieces  in  a  puz- 
zle, assemble  a  map  of  the  proteins 
with  which  it  interacts.  After  tagging 
the  target  protein  for  identification, 
and  producing  it  in  human  embry- 
onic kidney  cells,  they  cracked  the 
cells  open  and  filtered  from  a  soup  of 
thousands  of  proteins  a  PS-l  with  ten 


THE  NUMBER  OF  PROTEIN  INTERACTIONS  CAN 
POTENTIALLY  RUN  UP  TO  10  BILLION. 
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other  proteins  sticking  to  it. 

Out  of  the  ten,  half  appeared  to  have 
"interesting"  interactions  with  PS-l. 
Blackstock  and  his  team  used  mass  spec 
machines  to  identify  the  mass  and 
weight  of  the  proteins  and  the  sequence 
of  the  amino  acids.  A  comparison  check 
of  a  protein  database  and  a  DNA  data- 
base revealed  the  presence  of  two  novel 
proteins,  for  which  Glaxo  has  filed 
patent  applications.  Blackstone  won't 
disclose  what  they  are  or  how  they  in- 
teract with  PS-l,  but  he  thinks  it  is  very 
likely  that  Glaxo  will  be  able  to  develop 
a  drug  that  targets  those  interactions. 


latter  protein  isn't  a  drug  target  be- 
cause it  is  a  tumor  suppressor  that  is 
best  left  alone  to  do  its  work.  Myriad's 
diagnostic  test  might  never  turn  into  a 
tool  to  treat  this  kind  of  breast  cancer. 
Myriad  has  had  more  luck  in  deliv- 
ering potential  drug  targets  to  its 
clients.  Bayer,  Monsanto,  Roche,  Scher- 
ing  and  Hitachi  have  paid  the  company 
a  total  of  $40  million  to  identify  drug 
targets  through  protein  mapping. 
Arnold  Oliphant,  head  of  functional 
genomics  at  Myriad,  says  he  recently 
handed  Bayer  a  drug  target  in  the  form 
of  an  enzyme  involved  in  Alzheimer's. 


PS-l  PROTEIN 


A  robotic  arm  carved  out  the  proteins 
of  interest,  grabbing  each  sample  and 
breaking  it  into  fragments.  It  loaded 
the  fragments  into  a  mass-spec  ma- 
chine for  sequencing. 

OGS  matched  those  proteins  against 
Incyte's  LifeSeq  gene  database  and 
three  public  databases.  It  found  pro- 
teins never  seen  before  in  Alzheimer's. 
Altogether,  it  took  OGS  a  year  to  com- 
plete the  work.  Pfizer,  Merck,  Dupont's 
Pioneer  Hi-Bred  and  Quintiles  have  al- 
ready paid  OGS  more  than  $20  million 
to  discover  new  markers. 

Despite  the  advances,  the  technol- 


PRESENELIN-I  GEN 


Protein  Powwow 


Scientists  at  Glaxo's  Cell  Map  division  tagged  the  Presenelin-I  gene  involved  in  Alzheimer's  and  used  it  to  produce  the  PS-l  pro- 
tein in  human  cells.  After  breaking  the  cells  open,  they  fished  out  PS-l  from  a  soup  of  thousands  of  other  proteins,  along  with  ten 
proteins  sticking  to  it.  Five  had  medically  interesting  interactions  with  PS-l.  Of  those,  two  might  lead  to  new  drugs  from  Glaxo. 


To  paint  a  more  complete  portrait 
of  the  PS-l  network,  he  is  now  taking 
the  protein  complex  and  putting  it  back 
into  the  cell  pool  for  another  two 
rounds  of  interactions.  He  hopes  to  fin- 
ish up  in  two  months. 

But  even  after  researchers  sequence 
a  protein,  the  results  can  flop.  For  ex- 
ample, in  1994  Salt  Lake  City-based 
Myriad  Genetics  discovered  the  heredi- 
tary BRGA-l  gene,  implicated  in  5%  of 
breast  cancer  cases.  The  company  de- 
veloped a  test  to  diagnose  women  car- 
rying BRCA-l.  That's  no  cure,  though. 

Three  years  ago,  Myriad  began  test- 
ing the  BRCA-l  protein  against  a  library 
of  5  million  protein  fragments  taken 
from  breast  and  brain  tissue  samples, 
looking  for  faulty  interactions.  It  dis- 
covered that,  at  the  tail  end  o(  the 
I  n,  ten  amino  acids  were 
down  communica- 
.  another  protein.  But  the 


Oliphant  expects  to  accumulate  a  data- 
base of  more  than  100,000  protein  in- 
teractions by  the  end  of  the  year. 

Other  firms  compare  healthy  and 
diseased  tissue  or  fluid  samples  to 
draw  profiles  of  a  protein.  Oxford 
GlycoSciences,  Abingdon,  U.K.,  has 
automated  a  process  known  as  2-D  gel 
electrophoresis,  which  separates  pro- 
teins on  a  gel  plate  using  electrical 
current. 

In  1998,  working  for  Pfizer,  OGS  set 
out  to  uncover  protein  markers  associ- 
ated with  memory  loss  to  unearth  clues 
to  Alzheimer's.  Pfizer  would  use  such 
markers  to  run  chemical  tests  of  pa- 
tients, rather  than  merely  quizzing 
them  on  what  they  can  recall. 

OGS  measured  changes  in  thou- 
sands of  proteins  in  healthy  and  dis- 
eased spinal  fluids  before  narrowing 
the  list  down  to  10  to  20  proteins 
strongly  correlated  with  memory  loss. 


ogy  still  has  a  long  way  to  go.  "We're 
where  DNA  sequencers  were  in  1990," 
says  Mats  Johnson,  head  of  the  pro- 
teomics  division  at  Sweden's  Amer- 
sham  Pharmacia  Biotech,  a  joint  ven- 
ture of  Nycomed  Amersham  and 
Pharmacia.  He  estimates  the  market  for 
protein  analysis  systems  will  double  to 
$950  million  next  year. 

APB's  competitor  is  Celera  Ge- 
nomics' sibling,  PE  Biosystems  of  Foster 
City,  Calif.  (Both  are  owned  by  PE 
Corp.,  the  former  Perkin-Elmer;  see 
FORBES,  Feb.  21.)  PE  Bio  plans  to  equip 
Celera  with  an  updated  prototype  by 
year-end,  months  before  selling  it  to  ri- 
vals. The  new  machines  will  cut  3,000 
protein  samples  an  hour,  compared 
with  300  currendy. 

The  automation  in  the  lab  is  power- 
ful, but  the  task  ahead  is  staggering.  It 
could  take  a  decade  to  get  real  medical 
value  out  of  the  genome.  F 
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Sometimes  you're  lucky  and  already  know  exactly  where  your  customers  are. 
Most  of  the  time  you're  not.  And  when  you  need  to  work  a  little  harder  to  find  them, 
Microsoft®  MapPoint™  business  mapping  software  can  help.  MapPoint  lets  you 
go  beyond  the  obvious  and  dig  deeper  not  only  to  find  where  your  customers  may 
be,  but  to  uncover  new  business  trends  and  opportunities  as  well.  Combine  the 
geographic  and  demographic  data  in  MapPoint  with  your  sales  figures  or  trend 
data  you've  pulled  from  the  Web,  and  literally  see  what  wasn't  so  clear  before.  But 
MapPoint  isn't  just  for  finding  customers.  Add  the  ability  to  display  sales  data  with 
ease,  and  there's  never  been  a  tool  quite  like  it.  So  whether  your  data  comes  from 
a  phone  call  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for  you.  And 
while  your  targeting  strategy  may  not  be  obvious,  it  doesn't  have  to  be  impossible. 
Comevisitwww.microsoft.com/mappointtogetstarted. 
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into  treatments  for 
intractable  diseases 
is  a  daunting  task. 
First,  researchers 
must       determine 


:fAVilifiilfnfrifJ'iH'ii^ 

Awash  in  Genes 

Drugmakers  are  drowning  in  genetic  data.        how  a  fne  ^oe] 

_...„.  .  .         awry  m  disease,  and 

Riches  will  go  to  those  who  can  learn  to  swim.  thei;  find  a  way  to 

tweak  the  protein  it  produces  for  a  ther- 

UNLOCKING  THE  MYSTERIES  OF      apeutic  effect.  But  while  researchers 
how  proteins  interact  is  just  one  of     have  automated  the  gene-sequencing 
the  challenges  drug  companies  face     process,  no  one  has  developed  a  rapid- 
fire  method  to  assess  gene  function. 


BY  ROBERT  LANGRETH 

INLOCKING  THE  MYSTERIES  OF 
how  proteins  interact  is  just  one  of 
the  challenges  drug  companies  face 
as  they  try  to  parlay  knowledge  of  the 
genome  into  breakthrough  treatments. 

With  the  human  genetic  blueprint 
virtually  deciphered,  the  industry  faces 
an  unexpected  logjam.  It  is  overloaded 
with  genes.  Each  of  the  tens  of  thou- 
sands of  genes  is  a  potential  clue  for  a 
novel  medicine,  yet  only  a  small  fraction 
of  them — 10%  at  most — will  ever  lead 
to  marketable  drugs.  "We  have  more 
genes  than  we  can  handle.  The  challenge 
is  to  industrialize  the  drug-discovery 
process  to  handle  the  enormous  choices 
we  have,"  says  Elliott  Sigal,  senior  vice 
president  for  early-discovery  research  at 
Bristol-Myers  Squibb. 

Translating  this  incredible  bounty 


Making  matters  worse,  a  surprisingly 
large  number  of  newly  discovered 
genes,  perhaps  40%,  bear  no  resem- 
blance to  anything  seen  before,  provid- 
ing not  a  clue  as  to  where  to  begin.  Ex- 
plains Roger  Perlmutter,  head  of  basic 
research  at  Merck  &  Co.:  "It  is  an  ex- 
tremely difficult  problem  to  prioritize 
[drug]  targets....  We  can't  work  on 
them  all." 

So  pharmaceutical  industry  re- 
searchers are  racing  to  develop  new 
tools  to  break  the  genome  bottleneck 
and  pinpoint  key  disease-causing  genes. 
Possible  solutions  range  from  studying 
mutant  genes  in  fruit  flies  and  worms 


to  eavesdropping  on  meetings  betweer 
proteins  for  clues  to  disease  (see  previ\ 
ous  story).  Exotic  technologies  like  DN/ 
"chips"  and  smart  gene-spotting  soft- 
ware have  also  entered  the  game. 

The  technology  binge  is  starting  tc 
reap  preliminary  dividends,  helping  re-| 
searchers  identify  potential  new  mediJ 
cines  against  antibiotic-resistant  mi- 
crobes, cancer  and  even  autoimmune 
disorders.  But  unraveling  the  secrets  oi 
the  genome  is  likely  to  take  decades^ 
"The  only  way  forward  is  to  make  sens 
of  it,"  says  Paul  Herrling,  head  of  re- 
search for  Novartis  AG. 

The  gene  revolution  has  had  its  share 
of  hype.  In  1993  Human  Genome  Sci-| 
ences  Inc.  sold  access  to  a  giant  nev 
database  of  gene  fragments  to  Smith- 
Kline  Beecham,  which  hoped  to  use| 
them  as  a  starting  point  for  a  bumper 
crop  of  new  drugs.  Other  big  drug  com- 
panies rushed  to  copy  this  approach,  butl 
realizing  gains  wasn't  so  simple.  Geneticl 
databases  did  yield  all  sorts  of  potential! 
targets,  but  provided  little  understand-l 
ing  of  how  molecular  intricacies  of  bad! 
genes  cause  disease.  Seven  years  later,] 
SmithKline  is  only  now  nearing  initiall 
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human  testing  of  the  first  drugs  derived 
from  its  genomics  research. 

The  new  philosophy  of  Sigal  and 
other  second-generation  pharmaceuti- 
cal gene  hunters  is  to  throw  a  handful 
of  tricks  at  the  problem.  He  has  begun 
various  programs  aimed  at  probing  not 
just  genes  themselves  but  genetic  activ- 
ity in  different  tissues,  variations  be- 
tween people  and  the  three-dimen- 
sional protein  structures  that  genes 
make.  The  ultimate  goal  is  to  comput- 
erize all  this  data  so  that  more  drug  re- 
search can  be  done  online.  "You  can  en- 
vision scientists  jumping  from  database 
to  database,"  Sigal  says. 

One  way  to  winnow 
down  the  number  of  targets 
is  to  search  through  data- 
bases for  new  genes  that  are 
similar  in  structure  to  genes 
whose  proteins  are  already  targeted  by 
known  classes  of  drugs.  For  example, 
Bristol-Myers  scientists  several  years 
ago  scanned  a  database  for  genes  that 
express  potassium  channel  proteins, 
which  are  sometimes  involved  in  car- 
diac disorders.  They  found  a  new  one 
in  the  brain.  Academic  researchers  later 
showed  that  defects  in  this  gene  cause  a 
form  of  childhood  epilepsy.  Now  Bris- 
tol-Myers is  developing  a  new  class  of 
epilepsy  drugs  based  on  the  finding, 
says  Perry  Molinoff,  vice  president  for 
neuroscience  drug  discovery. 

Researchers  are  also  looking  for 
clever  shortcuts  to  understanding  gene 
function.  For  instance,  Bristol-Myers 
has  turned  to  fruit  flies  and  round- 


worms, of  all  things,  to  help  find 
promising  new  drug  targets.  These 
creatures  are  shockingly  similar  to  hu- 
mans on  a  genetic  level.  In  their  "bugs 
on  drugs"  program,  Bristol-Myers  re- 
searchers can  quickly  breed  large 
batches  of  flies  and  worms,  each  with  a 
different  gene  mutation,  then  feed  them 
experimental  drugs.  If  a  mutation 
changes  a  fly's  response  to  a  drug,  the 
researchers  know  that  gene  plays  a  role 
in  drug  function.  The  technique  has  al- 
ready produced  insights  into  possible 
medicines  for  cancer,  brain  disorders 
and  metabolic  disease. 
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THE  CHALLENGE ...  IS  TO  HANDLE  THE 
ENORMOUS  CHOICES  WE  HAVE. 


Other  companies,  including  Roche 
Holding,  Glaxo  Wellcome,  American 
Home  Products  and  their  biotech  part- 
ners, are  extracting  human  DNA  from 
large  populations  to  spot  genes  that  in- 
crease a  person's  risk  of  developing 
complex  diseases  like  manic  depression 
or  arthritis. 

In  the  past  this  type  of  gene  hunting 
has  been  a  laborious  process.  An 
emerging  technique  that  is  speeding  the 
hunt  involves  single  nucleotide  poly- 
morphisms, or  "snips."  These  are 
minute  chemical  landmarks  scattered 
throughout  the  human  DNA  molecule 
that  indicate  where  one  individual  dif- 
fers from  another  by  a  single  chemical 
letter.  A  consortium  of  drug  companies 


is  hurrying  to  find  enough  snips  to 
serve  as  a  road  map  pointing  them  to 
critical  disease-causing  genes.  Using 
snips,  "within  two  years  we  will  identify 
at  least  three  genes  in  the  areas  of 
stroke,  diabetes  and  schizophrenia," 
predicts  Lee  Babiss,  a  top  research  exec- 
utive at  Roche. 

Meanwhile,  researchers  at  Johnson 
&  Johnson's  La  Jolla,  Calif,  lab  are  using 
microscope-guided  laser  grabbers  that 
let  them  pluck  specific  cell  types,  such  as 
those  involved  in  Alzheimer's  disease, 
from  diseased  brains  and  other  tissues 
that  contain  mixtures  of  cell  types.  The 
scientists  then  place  genetic 
material  from  the  newly 
isolated  cells  onto  so-called 
DNA  chips,  tiny  wafers  stud- 
__^_  ded  with  little  strips  of  DNA. 
The  chips  reveal  all  the 
genes  active  in  the  cell. 

By  studying  neurons  in  the  brain's 
motor  control  region,  J&J  researcher 
Bernd  Meurers  recentiy  identified  sev- 
eral new  genes  that  appear  to  play  a  role 
in  Parkinson's  disease.  The  search  is  on 
for  druglike  chemicals  based  on  the 
discovery. 

But  even  if  they  find  the  right  gene, 
researchers  can't  always  make  a  drug. 
Many  disease-causing  proteins  simply 
aren't  amenable  to  being  tweaked  with 
medicinal  chemicals.  The  gene  for  cystic 
fibrosis  was  found  in  1989,  but  no  one 
has  been  able  to  correct  this  defect  with 
a  drug.  For  the  sake  of  patients  and  in- 
vestors, let's  hope  the  next  generation  of 
medicines  won't  take  as  long.  F 


Breaking  the  Genome  Logjam 


Promising  new  technologies  are  emerging  to  speed  the  search  for  gene-based  drugs.  But  no  one  method  will  be  sufficient. 


TECHNIQUE 


WHAT  IT  IS 


PROS  AND  CONS 


COMPANY/PARTNER 


Model  organisms 


Mutate  or  delete  genes  in  fruit  flies,  worms, 
or  mice  for  clues  to  human  disease 


Good  at  identifying  gene  function,  but  animals' 
genes  don't  always  correspond  to  humans' 


Bristol-Myers  Squibb  with  Exelixis; 
Merck;  numerous  others 


Human  genetics 


Compare  DNA  from  large  populations  or 
families  to  identify  disease-risk  genes 


Conclusively  links  genes  to  disease,  but  doesn't 
tell  you  how  genes  cause  the  ailment 


Roche  Holding  with  Decode  Genetics; 
Glaxo  Wellcome;  American  Home  Prods, 
with  Millennium  Pharmaceuticals 


Pharmacogenomics        Study  genetic  variations  in  people  to  devise       May  reduce  number  of  drugs  that  fail  in  human      Most  major  drug  companies 
new  generation  of  personalized  medicines  testing,  but  unproven 


Secreted  proteins 


Search  databases  for  natural  proteins  that 
can  themselves  be  used  as  drugs 


Potentially  faster  than  designing  chemical-based   Human  Genome  Sciences,  American 
drugs,  but  you  are  limited  to  what  you  find  Home  Prods.,  Genentech 


71 


fool  for  plucking  out  individual  cell  types 
tern  diseased  tissue 


Helps  researchers  study  gene  changes  in 
individual  cell  types,  but  it  is  labor-intensive 


Johnson  &  Johnson  with  Arcturus 
Engineering;  others 


Sourc  ■ 


138 


It     R     R     F     S    •     IhU    4     Till!) 


The  days  of  building  and  supporting  your 


Style 


Faster 


More  affordable 


Simpler 


On  a  silver  platter 


The  only  way  to  improve  Lawson  apps 
is  to  improve  the  way  you  get  them. 


own  enterprise  software  infrastructure 
are  gone.  Now  you  can  have  the  best 
applications  implemented  easier 
and  more  affordably  than  you  ever 
thought  possible— beginning  with 
the  best  e-business  apps  from 
Lawson  Software.  Lawson  provides 
powerful  and  self-evident  business 
applications 
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THE  INTERNET  IS  A  DANGER- 
OUS mess,  a  mishmash  of  gov- 
ernment, corporate  and  pub- 
lic networks  straining  the 
simple  limits  of  what  it  was 
originally  designed  to  do. 

This  billion-tentacled  beast,  incu- 
bated 30  years  ago  to  ensure  defense 
communications,  now  hauls  billions  of 
missives,  billions  of  dollars  in  transac- 
tions, two-way  video,  music  files,  auc- 
tions, phone  calls  and  more.  The  con- 
tent zooms  and  clatters  over  an  array  of 
archaic  and  futuristic  gear,  from  aging 
copper  phone  lines  to  light-bending 
optical  switches. 

The  demand  rises  so  fast  that  some 
big  data  haulers  increase  their  capacity 
tenfold  every  year — a  millionfold  in- 
crease in  six  years,  with  no  end  in  sight. 
"It's  terrifying,  when  you  think  about 
scaling  and  reliability,"  says  Vinton  Cerf, 
who  was  on  the  Internet's  original  de- 
sign team  and  now  is  a  WorldCom  se- 
nior vice  president.  The  Internet  Proto- 
col (IP)  that  governs  most  data,  he  says, 
now  "runs  over  everything — including 
you,  if  you  don't  get  out  of  the  way." 

Some  fret  that  the  "network  of  net- 
works" is  due  for  a  big  breakdown. 
Robert  Metcalfe,  who  three  decades  ago 
invented  Ethernet,  the  first  great  elec- 
tronic protocol  for  computer  networks, 
foresees  a  "gigalapse" — a  blackout 
spanning  one  billion  person-hours.  He 
has  sounded  this  warning  before  but 
says  the  chances  rise  with  usage.  He  ar- 
gues the  time  spent  retrying  addresses 
and  waiting  for  Web  pages  may  already 
add  up  to  the  equivalent  of  a  gigalapse. 
Some  companies  are  out  to  improve 
the  odds.  Telseon,  a  Denver,  Colo,  up- 
start, wholesales  fast  connections  to  In- 
ternet service  providers  and  big  corpo- 
rate customers  through  a  vastly 
improved  version  of  Metcalfe's  original 
design.  It  is  called  "gigabit  Ethernet," 
and  is  able  to  send  data  at  one  billion 
bits  per  second,  over  twenty  times  faster 
than  a  T3  line. 

"The  Internet  is  insatiable  and 


growing  exponentially,  and  telephone 
infrastructure  can't  keep  up.  The  math 
won't  work,"  says  John  Kane,  Telseon's 
chief  executive.  Internet  access  firms 


will  have  to  use  gigabit  Ethernet,  he 
says.  "Right  now,  they're  sending  data 
over  an  essentially  voice  infrastruc- 
ture." That  means  more  boxes,  and 


"THE  INTERNET  IS  INSATIABLE  AND  GROWING  EXPONENTIALLY.  TELEPHON 
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line  system's  hub-and-spoke  model:  big 
users  near  big  content,  as  many  direct 
routes  as  possible.  But  the  chaotic  na- 
ture of  the  beast — hey,  nobody  owns 
this  thing — makes  that 

RASTMICTIIRE  CANT  KEEP  UP»    %£££££ 


more  repairmen. 

It  is  tempting  to  want  the  Internet 
rebuilt  to  look  more  like  a  highly  ratio- 
nal, centrally  planned  version  of  an  air- 


Gigabit  means 
a  lot:  John 
Kane's  Telseon 
ships  more 
data  for  less 
dough,  filling 
the  Internet's 
biggest  pipes. 


shops  like  Telseon; 
they  fill  in  the  gaps 
and  speed  traffic. 

Their  business  is 
driven  by  the  symbi- 
otic alliance  between 
the  Net's  outer  edge, 
where  individual  users  log  on  by  the 
millions,  and  its  inner  core,  where  the 
big  traffic  moves.  Exploding  usage  of 
the  Internet  in  the  early  1990s  drove 
the  expansion  of  the  network  core, 
giving  rise  to  the  long-haul  backbones 
of  newcomers  like  WorldCom,  Qwest, 
Williams  Cos.  and  Level  3.  Now,  that 
expansion  is  pushing  back  at  the 
Net's  edge  as  equipment  makers  and 
service  providers  remake  the  system, 
bring  on  new  users  and  strain  the  core 
yet  again. 

Telseon,  which  began  life  in  1999  as 
Cmetric  and  changed  its  name  in  April, 
has  been  doing  business  for  more  than  a 
year  and  is  offering  service  in  5  cities;  it 
aims  to  expand  to  50  markets  by  2001. 
Its  investors  include  Craig  McCaw's 
Nextlink  Communications.  "They  even 
lease  us  fiber.  We're  working  on  ex- 
panding the  relationship,"  Kane  says. 

Kane,  47,  joined  the  outfit  in  Janu- 
ary after  25  years  competing  in  the  mo- 
nopoly-prone telecom  industry.  His 
most  recent  job  had  been  overseeing 
the  construction  of  a  nationwide  fiber 
network  at  ICG  Communications.  Long 
accustomed  to  taking  on  entrenched  gi- 
ants, he  is  ready  for  what  comes  next. 
"There  will  be  a  lot  of  competition.  The 
market  is  way  too  big,"  he  says.  "But  we 
will  hand  more  control  to  the  customer, 
give  best-of-breed  technology  and  be 
good  at  reaching  our  clients." 

Telseon  promises  users  twice  the 
bandwidth  at  half  the  cost  of  regular 
connections,  say,  90  megabits  per  sec- 
ond for  $3000  a  month.  It's  also  flexi- 
ble, so  customers  can  easily  order  more 
bandwidth  through  a  Web  site.  Chang- 
ing throughput  the  traditional  way  in- 
volves a  corporate  root  canal  of  new 
boxes,  wires  and  training,  with  no  way 
to  scale  back  down. 

Inside  its  network,  Telseon  owns  or 
leases  fiber  that  runs  to  a  powerful 
switch  at  each  corporate  account.  Each 


FORBES'    July  3,  2000       141 


"UGiiNQLQCY 


customer  site  links  its  own  in- 
ternal network  to  the  Telseon 
system  through  a  single  dedi- 
cated switch,  a  far  simpler 
route  than  the  clumsy  path  of 
the  old  telephone  system. 
Telseon  aggregates  the  data 
from  several  corporate  ac- 
counts in  a  given  area,  then 
routes  the  traffic  to  the  Inter- 
net or  private  networks. 

The  original  Ethernet  car- 
ried data  maybe  a  few  hun- 
dred feet;  data  on  this  one  can 
run  up  to  100  miles,  traveling 
through  just  a  few  boxes  to 
get  to  its  destination.  A  con- 
ventional system  forces  the 
data  through  a  half-dozen  or 
more  boxes,  with  grueling 
protocol  changes  to  accom- 
modate older  designs  and 
convert  the  traffic  from 
electromechanical  to  optical 
and  back  again. 

Telseon  wouldn't  be  possi- 
ble without  the  rise  of  Internet 
Protocol  as  the  de  facto  stan- 
dard. Telseon  employs 
switches  from  Extreme  Net- 
works and  Foundry  Networks, 
among  others;  both  emerged 
in  recent  years  to  focus  on  In- 
ternet Protocol  traffic. 

Another  provider  of  gigabit  Ether- 
net, Yipes  Communications  in  San 
Francisco,  Calif.,  serves  customers  in 
nine  cities  and  vows  to  add  50  markets 
in  18  months.  Like  Telseon,  Yipes 
promises  far  more  bandwidth  at  a  far 
lower  cost.  Yipes,  which  is  a  retail  out- 
fit, also  lets  users  adjust  their  band- 
width between  1  megabit  and  100 
megabits  by  calling  a  network  center. 

"We  stepped  back  and  said,  'If  you 
could  build  all  this  over  again,  how 
would  you  do  it?'"  says  Chief  Executive 
Gerald  Patrick.  "You'd  get  away  from 
the  old  phone  architecture, 
flatten  it  all  out."  Investors 
have  plowed  $90  million  into 
Yipes;  it  hopes  to  go  public 
next  ] 

Others  at  the  edge  of  the 
in  prove  the  ex- 
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FROM  A  TRICKLE  TO  A  FLOOD 


How  a  data  packet  currently  travels 
from  a  PC  to  the  Internet: 

1  Data  moves  from  the  office  network  to  ... 

2  The  phone  company's  intermediate  distribu- 
tion frame,  the  big  box  of  wires  on  the  floor  of 
most  buildings,  then  down  to  ... 

2  A  main  distribution  frame,  the  big  box  of 
phone  gear  in  the  basement.  Then  onto  ... 

A  A  router,  or  traffic-controlling  computer  that 
sends  packets  of  data  into  the  metropolitan 
phone  system,  where  it  joins  a  lot  of  other  public 
traffic,  all  heading  through  ... 

5  A  synchronous  optical  network,  or  Sonet,  ring, 
a  standard  for  carrying  lots  of  telephone  traffic. 
Sitting  on  top  of  the  Sonet  system  is  ... 

6  An  asynchronous  transfer  mode  switch,  de- 
signed for  efficiently  sending  lots  of  data  over  a 
phone  network.  The  data  then  goes  to  ... 

7  An  Internet  Service  Provider,  or  ISP,  which 
usually  connects  the  metro  network  with  ... 

8  One  of  the  country's  II  major  backbones,  or 
long-haul  carriers.  Many  Web  pages  and  soft- 
ware applications  are  now  stored  in  these  back- 
bones. If  the  ISP  connects  to  a  backbone  other 
than  the  one  with  the  desired  page  or  app,  the 
backbone  will  connect  to  a  competitor,  through 
a  so-called  peering  arrangement.  Otherwise,  the 
backbone  connects  to  computers  located  else- 
where on  ... 

9  The  Internet. 


Here's  the  path  with  a  sped-up  connec- 
tion, envisioned  by  Yipes  or  Telseon: 

1  Data  moves  from  the  office  network  to ... 

2  A  router  in  the  basement  of  the  building,  then 
onto ... 

3  A  bigger  router,  that  aggregates  the  traffic  and 
ships  it  to ... 

4  A  switch,  or  computer  that  efficiently  provi- 
sions the  movement  of  individual  data  packets.  At 
this  point,  the  data  is  still  on  a  private,  dedicated 
network  like  Yipes  and  may  also  move  to ... 

5a  An  Akamai  computer,  that  stores  the  most 
sought-after  Web  pages,  returning  information 
to  a  user  without  ever  going  on  a  public  line,  or ... 

5b  An  Internap  computer.  Internap  software 
monitors  backbone  performance,  determining 
the  fastest  route  a  message  can  take  to  its  des- 
tination. Private  networks  like  Yipes  also  con- 
nect to ... 

6  Several  backbones.  At  $l,000-a-day  per 
backbone,  this  is  expensive,  but  there  are  fewer 
peering  problems.  It's  also  the  fastest  way  to 
route  data  not  found  on  Akamai  or  the  back- 
bones through ... 

7  The  Internet. 


Source:  RHK. 


isting  system  by  using  caching  technol- 
ogy from  Akamai  and  others.  Caching 
stores  the  most  popular  Web  pages 
closer  to  users,  so  traffic  doesn't  have  to 
flow  as  far  through  a  tangled  Web.  They 
also  use  their  own  private  lines.  But 
caching  is  effective  only  if  it  can  keep 
up  with  the  Web's  annual  tenfold 
growth,  and  that  may  be  difficult  to 
sustain. 

Another  company,  Internap,  uses 
software  to  choose  which  of  the  1 1 
major  backbones  in  the  U.S.  can  most 
efficiently  deliver  data  at  any  given  mo- 


"WE  STEPPED  BACK  AND  SAID,  IF 
YOU  COULD  BUILD  THIS  ALL  OVER 
_.AGA<N,  HOW  WOUiDJfDU  DO  IT?'" 


ment.  Usually  data  travel  more  ran- 
domly; Internap  can  spot  bottlenecks. 

If  companies  at  the  edge  improve 
the  Web's  performance,  it  will  put  new 
pressure  on  the  core.  That  will  create 
new  businesses.  Fiber  builder  Level  3 
has  16,000  route-miles  of  conduits  car- 
rying up  to  144  fiber  strands  each.  A 
new  consortium  called  Aerie  Networks 
wants  to  go  further,  constructing  a 
20,500-mile  network  with  432  fibers  in 
each  conduit. 

This  faster-moving  Net  will  still 
be  filled  with  self-interested  compa- 
nies keener  on  making 
money  than  on  perfecting 
your  Internet  experience. 
Meaning  the  Internet  will 
likely  stay  as  rough  and  scary 
and  exciting  as  the  free  mar- 
ket itself.  F 


The  way  to  make  e-procurement  really  work? 


ICG  Commerce  combines  service,  technology  and  supply-chain  expertise  to  maximize  e-procurement  value. 


Many  companies  want  you  to  spend  millions  on 
e-procurement  software.  But  they  leave  you  on 
your  own  when  it  comes  to  clicking  your  way 
to  a  better  bottom  line. 

Our  approach  is  more  hands-on.  We  start 
with  genuine  procurement  professionals  who 
help  you  find  the  best  ways  to  get  real  value 


from  e-commerce.  And  we  create  entire 
buyer/  supplier  networks  without  turning  your 
current  organization  upside  down.  Best  of  all, 
our  advanced  Internet-based  technologies  give 
you  catalogs,  aggregated  buys,  portals  and 
exchanges,  forward  and  reverse  auctions, 
eRFQs/eRFPs,  contracts  and  spot  buys- 


all  without  major  upfront  capital  investment. 
Will  you  create  real  value  through  online 
purchasing?  Make  sure  that  you  start  with 
the  right  people. 

iCG  Commerce 

The  Promise  of  e-Procurement  Made  Real' 


www.icgcommerce.com  Call  toll  free:  888.411.3303 

Philadelphia      Atlanta      Boston      Chicago      Cleveland      Dallas      Denver      Hong  Kong     London     Los  Angeles      Mexico  City      New  York      San  Francisco      Toronto 
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This  Woofer  Is  No  Dog 


DIGITAL  IS  GOOD.  OR  SO  IT  SEEMS.  WHEN  THINGS 
go  digital  they  tend  to  follow  a  never-ending  price- 
performance  journey  toward  more  power  at  a 
lower  price  until  a  device  costs  little  more  than  its 
plastic  casing.  One  of  the  last  areas  of  electronics 
where  things  have  not  yet  gone  digital  is  sound  amplifica- 
tion. Digital  amplification  has  been  pursued  for  years  with- 
out much  success.  The  technical  reasons  for  this  are  com- 
plex, but  making  an  analog  sound  wave  into  a  digital 
waveform,  then  making  that  digital  wave  more  powerful 
without  altering  the  sound,  is  still  easier  and  cheaper  to  do 
with  old-fashioned  analog  amplifiers. 

Analog  amplifiers  have  numerous  flaws,  but  the  most 
important  to  computer  makers  is  heat.  Analog  amps  pro- 
duce a  lot  of  heat,  almost  as  much  per  watt  as  a  lightbulb. 
Digital  amps  produce  almost  no  heat.  The  analog  sound 
card  in  a  computer  has  typically  a  one-  or  two-watt  ampli- 
fier and  it  produces  too  much  heat.  In  addition,  one  watt 
will  not  drive  a  speaker.  So  computer  makers  sell  powered 
external  speakers  to  make  up  for  the  watt  shortage  in  the  lit- 
tle amps.  The  analog  signal  comes  from  the  sound  card  and 
goes  to  the  speakers  and  the  sound  is  amplified  there  with  a 
self-contained  analog  amp.  This  whole  set-up  requires  a  lot 
of  extra  wires  and  a  power  cord  from  the  speakers  to  the 
wall.  It  is  basically  a  mess. 

Over  the  past  few  months  two  new  inventions  have 
marked  a  promising  direction  for  digital  amplifiers.  A  small 
but  ambitious  Boston  company  named  Jam  Technologies 
has  produced  a  25-watt  digital  sound  card,  and  TacT  Audio 
in  Little  Ferry,  N.J.  has  released  a  fantastic  $10,000  hi-fi  am- 
plifier called  the  Millennium.  These  designs  have  gotten  the 
attention  of  Texas  Instruments,  which  recently  acquired 
Toccata  Technology,  the  pioneering  Danish  company  whose 
digital  amp  went  into  the  TacT  Millennium,  which  is  all  the 
rage  among  elite  audiophiles. 

But  just  when  it  looks  as  if  digital  amps  are  about  to 
rock,  TI  may  well  have  the  technology  locked  up.  The  com- 
pany has  expertise  and  key  patents  in  power-supply  man- 
agement and  digital  signal  processing.  Recently,  one  of  its 
scientists,  Michael  Score,  perfected  a  way  to  eliminate  the  ex- 
pensive output  filters  used  by  all  digital  amps  to  smooth  the 
digital  signal  so  it  appears  to  speakers  like  an  analog  wave- 
form. All  this  and  the  addition  of  Toccata's  technology  add 
up  to  valuable  intellectual  property  in  what  could  be  a  very 
lucrative  market. 

The  had  news  is  that  TI  is  continuing  on  the  dubious 
road  toward  external  powered  speakers,  thus  not  taking  ad- 
vantage  ol  the  low-heat  dissipation  of  a  built-in  digital  amp. 
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Cost  savings  seem  remote, 
too,  because  the  company 
sees  the  future  in  what  it  calls 
Digital  Speakers.  In  Tl's  view, 
PC  users  will  send  digital 
audio  information  from  their 
computers  to  the  "smart" 
speakers  via  the  USB  cable. 
The  speaker's  own  computer 
will  interpret  the  sound  bits 
as  well  as  all  sorts  of  equaliza- 
tion and  filtering  data.  The 
information  then  goes 
straight  into  a  digital  amp 
where  it  is  amplified  and  sent 
to  the  speaker  where  it  should 
come  out  perfectly — in  the- 
ory. Even  if  the  speaker  is  not 
of  the  highest  quality  it  is  pos- 
sible with  on-board  feedback 
analysis  to  tune  it  to  mini- 
mize its  defects.  Fantastic,  eh? 
No,  not  really.  In  fact,  the 
USB  port  has  never  been  ef- 
fective at  transmitting  audio 
data  of  any  sort.  No  speakers 
I've  heard  that  use  the  data  stream  from  USB  ports  sound 
good.  USB  ports  are  flaky.  They  choke  on  some  supposedly 
compatible  peripherals,  and  whether  they  can  maintain  a 
continuous  data  stream  for  music  is  debatable.  And  let  us 
not  forget  the  wires.  These  Digital  Speakers  need  a  heavy 
USB  wire  running  to  them,  and  then  the  speakers  need  to  be 
plugged  into  the  wall  for  power.  Even  some  insiders  at  TI 
would  like  to  see  the  digital  amps  put  on  the  motherboard 
inside  the  PC  with  a  regular  audio  signal  sent  to  passive 
speakers.  It  is  cheaper  and  easier.  But  as  one  scientist  at  the 
company  told  me,  "The  speakermakers  have  their  minds 
made  up.  They  have  already  been  doing  powered  speakers, 
and  you  can't  get  original  equipment  manufacturers  to 
change  direction  that  easily." 

Thus  the  real  benefits  of  digital  amps — low  heat,  low 
cost — won't  necessarily  be  appreciated  by  computer  users  as 
we  shell  out  extra  money  for  these  new  "digital"  speakers. 

So  get  ready  for  the  first  digital  revolution  that  may  end 
up  costing  us  more  money,  not  less.  A  shame.  F 


Just  when  it 
looks  as  if  digital 
amps  are  about 
to  rock,  Texas 
Instruments  may 
well  have  the  tech- 
nology locked  up. 
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John  C.  Dvorak,  columnist  and  author,  is  host  o/Silicon  Spin, 
a  daily  TV  show  on  ZDTV.  Visit  him  at 
www.forbes.  com/dvorak. 
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Digital  Tools  By  Stephen  Manes 


That's  Intertainment! 


IF  YOU  CAN'T  PLAY  SOLITAIRE  ON  IT,  IT'S  NOT  A  COM- 
puter.  Games  have  been  converging  on  the  digital  world 
since  hackers  at  MTT  developed  Spacewar  in  1962.  Now 
two  new  products  reveal  the  way  games  are  invading 
other  devices'  digital  domains. 

Nothing  else  on  the  market  acts  quite  like  the  colorful, 
swoopy  Cybiko,  made  by  an  eponymous  Bloomingdale,  111. 
outfit.  Billed  as  a  "wireless  intertainment  system"  and  aimed 
at  teens,  the  $129  handheld  device  boasts  wireless  capabili- 
ties that  let  multiple  units  swap  messages  and  play  games 
over  the  airwaves.  A  serial  cable  links  it  to  a  PC  to  download 
programs  from  www.cybiko.com. 

Cybiko  might  conceivably  attract  even  the  post-acne  set, 
since  its  free  programs  include  planners  and  address  books. 
Alas,  its  nerdy  ambitions  hide  the  style  and  pace  of  a  slacker. 
Boot  time  is  more  than  half  a  minute,  and  there's  often  an 
annoying  wait  between  pressing  a  key  and  seeing  something 
happen.  I  managed  to  thumb-type  on  the  teensy  keyboard, 
but  you  may  need  the  sawed-off  stylus  tucked  in  back.  Wire- 
less contact  seems  random:  It  can  succeed  when  units  are 
100  feet  apart  but  fail  when  they  are  close.  Keeping  the 
finicky  internal  batteries  charged  is  a  challenge. 

"Every  day  download  one  new  application  or  game  for 
free,"  Cybiko  urges  when  you  boot  up.  Unfortunately,  the 
paltry  256-kilobyte  program  memory  forces  users  to  delete 
old  stuff  to  make  room  for  new.  The  apps  are  riddled  with 
goofy  commands  like  Fn-Escape.  The  games  include  soli- 
taire variants  and  "Find  Word"  puzzles  with  hip  argot  like 

"anagoge"  and  "dia- 
cope."  More  mem- 
ory and  an  MP3/FM 
player  are  promised. 
A  much-hyped 
Tamagotchi-like  "ar- 
tificial life"  program 
remains  available 
only  in  a  lifeless  pre- 
view. And  I  could  not 
test  the  e-mail  func- 
tions, because  the  file 
transfer  software  was 
too  stupid  to  recog- 
nize my  computer's 
COM2  port.  Perhaps 
ports  are  different  in 
Moscow,  where 
much  of  the  software 
is   developed.  That 
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What  do  a  wireless 
text-chat  device 
and  a  DVD  player 
have  in  common? 
Playing  games. 


may  account  for  the  Cybiko'^ 
many  linguistic  gaffes. 

There  is  something  ini- 
tially charming  about  playing 
checkers  against  somebody 
upstairs,  but  soon  you  miss 
taunting  your  opponent  ii 
person.  Wireless  text  chat 
may  make  dull  classes  bear- 
able, but  Cybiko  is  too  big  tc 
hide  from  teacher. 

The  most  amusing  feature 
is  the  "friend  finder,"  whicl 
can  make  the  device  vibrate 
when  another  Cybikan  whol 
claims  to  meet  your  preferrec 
age,  weight,  or  interests  stum- 
bles into  range  with  transmit- 
ter abuzz.  Hopeful  owners  arel 
likely  to  wander  long  and  fa 
before  that  ever  happens. 

Here's  something  never 
before  seen:  A  DVD  playerl 
with  a  game  pad  that  plugs  into  the  front  A  chip  called  Nuon 
from  VM  Labs  of  Mountain  View,  Calif,  helps  make  Sam- 
sung's new  $500  Extiva  precisely  that.  Along  with  game-play- 
ing, Nuon  lets  the  Extiva  perform  cute  but  nonessential  tricks 
with  movies,  like  displaying  a  film  frame-by-frame  in  nine 
windows.  More  usefully,  it  can  scan  backwards  smoothly  and 
fast-forward  at  twice  the  normal  speed  while  playing  the 
audio,  though  I  found  the  sound  too  choppy  to  be  helpful.  A 
modem  and  browser  should  be  out  late  this  year. 

Toshiba  will  offer  Nuon  players  this  year,  and  the  chip's 
inclusion  in  Motorola  set-top  boxes  may  extend  its  installed 
base.  But  developers  have  not  embraced  the  platform.  So  far 
the  only  tide  available  is  a  puzzle  called  Ballistic;  a  handful  of 
others  are  promised.  No  solitaire  yet. 

Trouble  is  coming  for  Nuon.  On  Oct.  26  Sony's  $300 
PlayStation  2  will  arrive  in  the  U.S.,  with  computerlike  fea- 
tures, including  expansion  connectors  and  the  ability  to  add 
a  hard  drive.  It  will  play  DVD  movies  and  existing  PlaySta- 
tion games  right  out  of  the  box.  Worse,  Sony  recendy  an- 
nounced it  will  sell  PlayStation  2  chips  to  other  companies. 
Someday  game  machines  that  just  play  games  will  be- 
come as  rare  as  computers  that  just  compute.  F 


Q 


Stephen  Manes  (sfeve@cranJty.com)  is  the  cohost  o/Digital 
Duo,  a  weekly  public  television  series.  Visit  his  forum  at  our  Web 
site,  www.forbes.com/manes. 
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Vhen  Visteon  wanted  to  help 
drivers  stay  connected  to  their 
vorld  by  bringing  e-mail,  the 
nternet,  navigation,  stock  quotes 
ind  information  from  a  Personal 
)ata  Assistant  into  their  vehicle, 
ve  teamed  with  industry  leaders  — 
Microsoft®  Intel8  and  Palm,  Inc? 
The  result?  Award-winning 
echnology  that  gives  you  access 
o  the  information  you  use  every 
Jay,  delivered  right  to  your  car 


the  moment  you  need  it.  It's  a 
Superintegrated7"  system  that 
works  together  and  can  be 
controlled  hands-free  by  Visteon 
Voice  Technology™  —  the  most 
advanced  voice  technology  in 
the  world.  To  learn  more  about 
our  innovative  ideas  and  how 
we  collaborate  for  success, 
call  1  800  VISTEON  or  visit 
visteon.com.  The  possibilities 
will  amaze  you. 


Visteons  ICES 

(information, 

communication. 

entertainment, 

security)  system 

received  Popular  Mechanics  Editor's  Choice  Award 

and  was  chosen  one  of  50  Hot  Technologies  by 

Smart  Computing  (January  2000). 

Microsoft,  Intel  and  Palm  are  trademarks  or  registered  trademarks  of 
their  respective  companies  or  subsidiaries. 
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See  the  possibilities 


Claremont  Rug  Company 

ANTIQUE  ART  CARPETS  FORTHE  21  ST  CENTURY 


Entirely  original  antique  Persian  Bakshaish,  Uft.  6in.  x  19ft.  8in.,  with  magically  elemental  motifs,  160- 180  years  old. 

True  Art  isTimeless 


Visit  our  beautiful  website  at  www.claremontrug.com 

ir  catalog  ($10),  call  800-441-1  332  •  6087  Claremont  Avenue,  Oakland,  CA   USA   9" 

E-mail:  sales@claremontrug.com 


BILLIONAIRE 


he  dawn  of  the  2000s  brought  with  it  a  surge  of  wealth  creation 
around  the  globe.  And  despite  the  April  hiccup  in  technology 
stock  prices,  as  a  whole  the  world's  200  richest  "working"  bil- 
lionaires are  even  wealthier  than  last  year.  Their  combined  net 
worth  tops  $1.1  trillion — up  SI 00  billion  from  1999.  But  that's 
no  thanks  to  the  folks  at  the  peak  of  this  money  pyramid. 
Three  of  the  four  wealthiest  men  have  lost  billions  on  paper  over  the  last  12 
months — and  the  richest  of  them  all,  Bill  Gates,  is  poorer  by  tens  of  bil- 
lions. The  good  news  is  that  riches  are  spreading,  albeit  slowly,  to  more 
parts  of  the  world.  Some  fortunes  are  homegrown,  like  that  of  Egypt's  first 
billionaire.  Others,  like  Richard  Branson,  tap  the  globe  for  new  wealth. 
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The  sun  never  sets  on  Richard  Branson's  empire.  Today  the  Virgin  logo  is  emblazoned 
on  hundreds  of  products— from  airplanes  to  condoms  to  financial  services.  Can  a 
famous  brand  survive  such  promiscuity?  BY  MELANIE  WELLS 


VIRGIN   GROUP    FOUNDER   RICHARD 
Branson  is  easily  seduced.  Take  the 
small  flame- retardant  maker  who  ap- 
pealed to  the  British  billionaire  for 
money  in  1994.  Some  might  mistake 
the  kooky  product  demonstration  for  a 
late-night  TV  infomercial,  but  Branson 
was  bedazzled.  "When  a  guy  came 
around  and  sprayed  the  solution  on  my  Kleenex  and 
couldn't  light  it  with  a  blowtorch,  I  was  sold,"  re- 
Jranson.  He  immediately  bought  in,  increasing  his 
SI  .5  million  for  50%  of  Phoenix  Fire  Inhibitor, 
tnership  has  since  gone  up  in  smoke  and  with 


it  Branson's  pocket  change.  He's  hardly  any  wiser.  Virgin 
reusable  rockets?  Tempted  to  invest  Virgin  ginseng-caf- 
feine-vodka drinks?  His  son,  Sam,  is  convincing  him  they 
will  selL  A  Virgin  Las  Vegas  hotel  and  casino  attached  to  an 
airplane  tarmac?  "My  biggest  weakness  in  life  is  that  I  can't 
say  no,"  says  Branson,  49.  Then  he  smiles  one  of  his  smiles. 

He  is  a  classic  throw-it-against-the-wall  guy,  slapping 
Virgin's  scarlet  logo  on  hundreds  of  products,  from  air- 
planes to  condoms  to  health  insurance.  His  latest  fanq :  an 
online  car  dealership,  launched  in  May.  And  there's  more, 
lots  more,  on  the  way.  This  summer  he  plans  to  roll  out\ 
wine  label,  a  utility  company  and  an  online  brokerage. 

What's  Virginal  about  all  these  enterprises?  That's  get- 
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Virgin  Atlantic, 
Branson's  London-based  air- 
line, takes  off  in  June— his 
first  major  diversification  after 
14  years  in  the  music  business. 


The  Face  That  Launched  150  Brand! 


'  Making  a  big  splash,  Branson  takes  three  com 
panies— Virgin  Records,  Virgin  Retail  and  Virgin  Communica- 
tions—public, raising  $44  million.  But  soon  after  the  stock 
market  crash  of  October  1987,  and  a  halving  of  Virgin  shares, 
Branson  decides  to  take  the  company  private  again. 


1992 


■  After  more  than  two  decades  in  the  music  busine 
Branson  sells  Virgin  Music,  his  hallmark  record  label,  to  Thorn 
$1  billion.  Virgin  Entertainment  opens  its  first  American  record  i 
tore  on  Sunset  Boulevard  in  Los  Angeles. 


ting  harder  to  define.  Once  upon  a  time 
Branson's  products  and  services  seemed 
almost  an  extension  of  his  brash  young 
persona — hip,  fun  stuff  at  a  fair  price. 
Bursting  from  a  buttoned-down  nation, 
Branson  brought  a  spirit  of  rebellious  ad- 
venture to  making  money.  As  when  Vir- 
gin Records  released  the  Sex  Pistols'  ir- 
reverent hit  "God  Save  the  Queen," 
which  bashed  the  Royals,  was  banned  by 
BBC  radio — and  hit  number  2  on  the 
charts.  Or  when  Virgin  Adantic  set  a  new 
standard  in  air  travel,  offering  manicures, 
massages  and  limo  rides  to  the  airport 
for  first-class  passengers  and  giving  econ- 
omy travelers  seat-back  entertainment 
systems  with  a  choice  of  movies  and 
videogames.  Branson  often  roamed  the 
aisles,  as  he  occasionally  still  does,  chat- 
ting with  passengers. 

Today  the  self-anointed  "Consumers' 
Champion"  has  too  many  disparate 
causes  to  support.  How  do  you  connect 
the  dots  between  bridal  gowns  and  fi- 
nancial services?  Yet  Branson  refuses  to 
be  hemmed  in.  Indeed,  during  a  recent 
interview  in  London,  he  handed  over  the 
>f  course — in  which  he 
Ig  thorn:  a 
icals  company,  a  dating  ser- 
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vice,  a  clothing  line  for  babies. 

Say  what  you  will,  Branson's  some- 
times quixotic  business  quests  have  made 
him  a  lot  of  money — his  net  worth  is 
$3.3  billion  (number  126  on  the  list  of 
the  World's  Working  Rich,  page  216). 
And  he  seems  not  to  worry  that  some  of 
his  far-flung  ventures  defy  gravity,  if  not 
sanity.  Perhaps  that's  because  Branson's 
empire  is  set  up  to  accommodate  an  in- 
finite number  of  Virginisms  (see  chart, 
p.  156).  His  conglomerate  is  a  chaotic 
web  of  mostly  private  companies — dom- 
inated by  the  $1.7  billion  (sales)  Virgin 
Adantic — with  combined  estimated  rev- 
enues of  $5  billion.  How  many  compa- 
nies? Branson  hazards  a  guess.  "Maybe 
250?"  he  says.  One  of  his  right-hand  guys 
claims  it's  more  like  150. 

Question  is,  does  the  ever-growing 
patchwork  of  products  and  services 
strengthen  or  shred  the  brand?  Straying 
too  far  from  a  strong,  original  line  has 
made  many  a  well-recognized  entrepre- 
neur stumble.  Bic  pen  pioneer  Marcel 
Bich,  for  example,  blundered  into  panty 
hose  and  perfume  (see  sidebar,  p.  154).  It 
is,  in  fact,  very  difficult  to  make  a  radical 
branded-product  leap  and  succeed.  One 
exception  to  the  rule  is  MGM.  The  studio 


that  gave  you  James  Bond  made  a  rela- 
tively easy  shift  into  casinos — combin- 
ing adventure  and  entertainment  in  both 
cases.  But  cola  and  airlines?  Electricity 
and  condoms?  Alan  Brew,  principal  at 
Addison  Branding  &  Communications, 
in  New  York,  says  Richard  Branson  is  in 
grave  danger  of  repeating  Marcel  Bich's 
mistakes.  "Virgin  makes  no  sense;  it's 
completely  unfocused,"  he  says. 

Branson  doesn't  think  so.  "If  the  con- 
sumer benefits,  I  see  no  reason  why  we 
should  be  frightened  about  launching 
new  products,"  he  says. 

Like  his  push  into  wireless.  Virgin  re- 
cently began  selling  mobile  phones, 
made  by  Motorola,  Nokia  and  Philips, 
and  cellular  service  through  a  50/50  joint 
venture  with  One20ne,  the  Deutsche 
Telekom  subsidiary.  (On  the  phone:  a  red 
button  that  rings  a  Virgin  operator  who 
sells  everything  from  CDs  to  discounted 
plane  tickets.)  Buying  capacity  from  car- 
riers, Virgin  insists  it  can  save  customers 
up  to  one-third  the  cost  of  regular  ser- 
vice. (Branson  also  cut  a  similar  deal  with 
Singapore  Telecom.) 

Then  there's  Virgin.com,  Branson's 
splashy  debut  on  the  Internet  that  sells 
every  conceivable  product  and  service 
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Riding  a  silver  "Mega"  ball 
(left),  Branson  opens  a  Virgin  Megastore  in 
New  York's  Times  Square. 

Appearing  at  a  London  publicity  event 
in  drag,  Branson  kicks  off  wedding  store 
Virgin  Bride,  the  latest  of  his  adventures 
into  such  far-reaching  businesses  as  movie 
theaters,  cosmetics  and  financial  services. 


1998 


Astride  a  tank,  Branson 
lumbers  into  Times  Square  to  introduce 
Virgin  Cola  in  the  U.S.  But  the  beverage 
has  no  firepower,  and  sales  soon  fizzle. 


1  Branson  launches  Virgin  Mobile 
by  popping  up  in  a  London  square  with  nude 
models.  He  also  sells  49%  of  Virgin  Atlantic  to 
Singapore  Airlines  and  100%  of  Virgin  Radio  to 
Scottish  Media. 


le  company  has  to  offer.  And  why  not? 
ranson  is  a  born  cross-promoter,  who 
reams  of  selling  cars  equipped  with  Vir- 
in  Mobile  phones  and  insured  by  Virgin 
lsurance.  He  envisions  homes  stocked 
dth  Virgin  products,  supplied  by  Virgin 
lome  Services  (gas  and  electricity) 
'hose  owners  use  Virgin  Direct  to  orga- 
ize  their  finances. 

One  of  his  most  ambitious  goals  is  to 
jn  Britain's  national  lottery.  For  the  sec- 
nd  time,  Branson  has  applied  for  the 
;ven-year  license,  leading  a  consortium 
'hose  partners  include  Microsoft  and 
jsco.  He  has  promised  to  crown  "a  mil- 
onaire  a  day"  through  improved  games 
l  what  he  calls  the  People's  Lottery,  with 
rofits  going  to  charity.  And,  yes,  he  plans 
)  bolster  ticket  sales  through  the  Inter- 
et  and  mobile  phones. 

Scattered  or  not,  Virgin  is  still  a  re- 
ection  of  its  founder.  Branson  is  per- 
)nable  but  unpolished.  During  an  in- 
rrview  in  the  Holland  Park  home  in 
ondon  that  doubles  as  his  office  he  sat 
orled  in  a  club  chair,  shoeless  and  with 
is  shirt  mostly  unbuttoned.  He  has  dif- 
culty  making  eye  contact.  He  stammers, 
t  times  he  seems  almost  scatterbrained, 
fter  a  recent  lunch  in  a  swanky  mid- 


town  Manhattan  eatery  he  dashed  out 
the  door  in  his  restaurant-issued  jacket. 
When  he  remembered  and  returned  the 
jacket  to  the  coat-check  attendant,  he  had 
to  borrow  $1  for  a  tip.  "I  haven't  a  penny, 
I'm  sorry,"  he  shrugged. 

But  this  seeming  attention  deficit  dis- 
order has  its  moments  of  keenly  focused 
intensity — when  it  comes  time  to  put 
down  money.  Branson  is  more  a  buyer 
of  ideas  than  a  creator  of  them.  Col- 
leagues came  up  with  the  name  Virgin 
back  in  1970.  And  it  was  an  American 
lawyer  who  approached  Branson  about 
starting  what  became  Virgin  Atlantic, 
now  his  best-known  company.  Branson 
is  something  of  a  venture  capitalist, 
plucking  his  favorite  ideas  from  hun- 
dreds of  solicitations  that  land  in  Virgin's 
London  offices  every  week  Like  VCs,  he 
wants  partnerships  that  spread  the  risk 

Joint  ventures  also  allow  Branson  to 
trade  the  Virgin  name  as  if  it  were  rare 
currency.  "People  shouldn't  underesti- 
mate him;  he  can  be  very  tenacious.  He 
wants  control  if  he's  going  to  put  Virgin's 
name  on  a  company,"  says  Mesa  Airlines 
Chairman  Jonathan  Ornstein,  Branson's 
former  partner  in  Virgin  Express,  a  strug- 
gling European  airline.  Ornstein  learned 


that  when  the  two  were  trying  to  buy  re- 
gional carriers.  "We  passed  on  some 
good  deals  because  we'd  go  into  a  meet- 
ing and  our  potential  partner  would  say, 
'We're  going  to  use  the  Virgin  name  and 
give  you  20%  of  the  company'  Richard 
would  be  polite — he'd  say,  "Thank  you 
very  much' — and  the  meeting  was  over." 
Partners  rarely  get  the  upper  hand.  If 
there  are  disagreements  over  strategy, 
Branson  tends  to  buy  them  out  or  sell  his 
stake.  Currently  there's  talk  at  Virgin  of 
splitting  up  with  NTL,  the  British  cable 
company  that's  a  49%  partner  in  Virgin 
Net,  an  Internet  search  portal.  Branson 
is  resisting  a  combination  with 
Virgin.com  for  two  reasons:  He  doesn't 
want  to  share  ownership  ofVirgin.com 
and  he  doesn't  want  to  go  public  just  yet 
Mention  his  two-year  fling  with  the  stock 
market  in  the  1980s — when  he  brought 
Virgin  Records,  Virgin  Retail  and  Virgin 
Communications  public — and  he  still 
shakes  his  head  over  the  experience.  "We 
doubled  our  profits  from  $26  million  to 
$51  million  and  our  share  price  was 
halved"  during  the  1987  crash,  he  says. 
The  next  year  he  took  the  company  pri- 
vate again  through  a  $300  million  man- 
agement buyout. 
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Branson  is  keenly  afraid  of  failure — 
because  it  would  tarnish  his  image  as  a 
marketing  Midas.  And  that's  why,  he 
says,  he  has  never  let  a  business  go  under, 
despite  a  "few  close  shaves,"  particularly 
in  the  early  days  of  Virgin  Atlantic.  "I 
know  in  America  a  lot  of  entrepreneurs 
have  been  bankrupt  two  or  three  times 
before  they've  got  to  where  they  got,"  he 
says.  "But  if  people  didn't  trust  me,  then 
they  wouldn't  be  interested  in  doing 
business  with  me." 

Most  recently  Branson  had  to  bail  out 
Our  Price  discount  record  stores  in  the 
U.K.  He  expects  to  spend  $110  million  to 
revamp  the  230  units  into  stores  that  will 
sell  mobile  phones  and  records,  and  offer 
Internet  access  to  Virgin  Direct  financial 
services.  "Reputation  is  everything,"  he 
says  of  his  decision  to  keep  the  stores 
open.  Despite  a  fight  with  his  finance  di- 
rector, who  "felt  we  should  let  it  go,"  says 


Branson,  "I've  slept  better  at  night  being, 
maybe,  £75  million  the  poorer  for  it." 

But  there  have  been  conspicuous 
fumbles.  This  year  Branson  folded  his 
struggling  U.K.  apparel  line,  Virgin  Cloth- 
ing, citing  lackluster  sales  in  a  bad  retail 
climate.  Still,  Branson  doesn't  give  up  eas- 
ily. He  plans  to  roll  out  the  clothing  line  in 
the  U.S.  through  Saks.  And,  to  boost  his 
struggling  record  label,  V2,  Branson  con- 
vinced Goldman  Sachs  and  Morgan 
Stanley  to  forgive  $140  million  in  unse- 
cured 1998  bond  debt,  paying  7%,  in  ex- 
change for  34.5%  of  V2. 

Branson  has  allowed  several  other 
ventures  to  quietly  fade  away.  In  most 
cases  customers  had  trouble  identifying 
the  product  with  the  name.  Virgin  Vodka 
had  a  short  life  on  store  shelves,  squan- 
dering Branson's  hope  for  a  line  of  Virgin 
Vodka  bars.  Now  it's  only  available  in 
Virgin  Adantic's  duty-free  catalog.  Vir- 


gin Cola  in  the  U.S.  fizzled  just  a  fev 
months  after  Branson  heralded  its  launcll 
in  1998  by  lumbering  into  Times  Squar 
astride  a  tank.  Chastened  executive 
admit  they  overestimated  Virgin's  recog 
nition  and  appeal  outside  the  U.K.  "Th 
original  management  team  made  as 
sumptions  that  the  Virgin  name  anc; 
Branson  persona  were  stronger  here  thai 
they  were,"  says  Robert  O'Brien,  manag 
ing  director  of  Virgin  Drinks  in  the  US 
On  occasion  Branson  has  hurt  hi 
brand  by  failing  to  deliver  on  expecta 
tions  of  high-quality  service.  When  h 
took  over  six  of  the  U.K.'s  busiest  gov 
ernment-run  rail  lines  in  1997,  Branso 
did  Little  more  than  apply  the  Virgin  log 
to  the  cars,  which  badly  needed  upgrad 
ing.  So  embarrassed  was  Branson  b 
complaints  of  late  and  shabby  trains  tha 
he  turned  down  a  knighthood  last  yeai 
Happily  for  the  realm,  things  have  turne< 
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Ballpoint  Perfume 

If  you  like  the  pen,  you'll  love  the  parity  hose.  That,  at  least, 
was  what  Marcel  Bich  hoped.  The  French  entrepreneur  is 
best  remembered  for  making  a  fortune  selling  ballpoint  pens, 
disposable  lighters  and  razors.  Bic  hosiery,  including  a  brand 
called  "fannyhose,"  failed  in  two  product  launches  in  the  1970s. 
Then  he  blundered  into  sports  with  Bic  sailboards,  also  short- 
lived. But  Bich's  biggest  stinker  was  probably  Parfum  Bic.  He  in- 
troduced the  drugstore  fragrance  in  1989  with  $20  million  in 
marketing  support.  It  was  such  a  colossal  flop  that  Bich  yanked 

the  fragrance  off  shelves  the 
following  year,  swallowing  an 
estimated  $11  million  loss. 

Bich— and  Bic  — survived 
those  lunatic  product  blunders. 
"The  more  you  risk,  the  more 
you  have  the  chance  to  win— or 
lose,"  Bich  said  before  his  death 
in  1994.  Words  to  live  by  for 
flamboyant  entrepreneurs 
tempted  to  stretch  the  limits  of 
their  famous  monikers. 

Licensing  deals  are  some- 
times a  hit— as  in  the  Caterpillar 
brand  of  Wolverine  shoes  (both 
are  tough,  reliable  "tools")  or  the 
Eddie  Bauer  edition  of  the  Ford 
Explorer  (outdoor  adventure). 
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But  some  are  a  real  stretch: 
Italian  tiremaker  Pirelli 
hopes  its  Seventh  Avenue- 
sounding  name  will  help  it 
peddle  shoes  and  luggage. 

And  then  there  are 
those  label  migrations  that 
are  not  so  smart.  Jack 
Daniels  licensed  its  name 
for  use  on  a  mustard,  which 
is  no  big  hit  and  may  be  poi- 
soning the  name  of  a  high- 
class  liquor  with  images  of 
hot-dog  stands.  Harley- 
Davidson  cigarettes  were 
extinguished  after  a  short  run  on  shelves. 

A  brand  isn't  easily  transplanted  far  afield.  Calvin  Klein  is 
perfect  example.  The  company  complains,  in  a  lawsuit  agains 
Warnaco,  that  its  high-end  image  has  been  eroded  by  the  ap 
pearance  of  CK  apparel  in  mass-market  stores  like  Costco.  Bl 
it's  got  a  problem  of  its  own  making:  a  brand  diluted  by  applica 
tion  on  too  many  objects— underwear,  dishes  and  sunglasses 
to  name  a  few. 

Designer  Pierre  Cardin  thought  he  could  tack  his  label  ont 
everything  from  frying  pans  to  bidets  and  calculators,  and  mak 
a  killing  every  time.  Allowing  his  name  to  be  used  "is  like  a  queei 
or  a  president  honoring  a  cocktail  reception,"  he  bragged  t 


Hot  dog  hooch:  smear  campaign. 


around:  Virgin  Rail  earned  $42  million 
pretax  for  the  year  ended  Feb.  28  on  rev- 
enue of  $770  million,  thanks  partly  to  an 
annual  government  subsidy  of  $126  mil- 
lion; Branson  has  become  Sir  Richard. 

There  is  some  deliberate  moulting  of 
sideshows,  such  as  a  string  of  TV  pro- 
duction studios  and  London  design  firm 
Rodney  Fitch  &  Co.  A  few  of  these  deals 
initially  made  even  Branson's  partners 
scratch  their  heads.  "Why  would  Virgin 
want  to  be  a  big  shareholder  in  a  busi- 
ness like  Rodney  Fitch?  And  yet  there  are 
dozens  and  dozens  of  such  deals,"  says 
Fitch,  a  retail  and  product  designer  who 
partnered  with  Virgin  in  1994. 

"You'll  always  have  Virgin  doing 
something  that,  in  retrospect,  was  a 
dumb  idea,"  admits  Gordon  McCallum, 
Virgin  group  strategy  director.  "But 
there's  a  fair  degree  of  realism  going  on 
these  days."  As  part  of  this  winnowing 


Branson  is  also  getting  rid  of  some  Vir- 
gin-branded companies  that  he  says 
don't  jibe  with  its  Internet  push  and  in- 
ternational aspirations,  such  as  Virgin's 
string  of  U.K.  cinemas  and  several  Vir- 
gin-owned hotels.  Branson  says  he's 
using  the  money  he  gets  from  selling  this 
stuff  to  prop  up  his  new — and  perhaps 
more  promising — businesses,  such  as 
Virgin  Mobile  and  Virgin.com,  despite 
coming  late  to  both  these  markets. 

He's  still  way  too  unfocused,  opines 
Allen  Adamson,  managing  director  of 
brand  identity  consultancy  Landor  As- 
sociates. "He  should  get  out  of  the  busi- 
nesses that  don't  fit  the  Virgin/Branson 
personality,  such  as  beverages,  cosmetics, 
certainly  financial  services,  or  come  up 
with  another  brand  name  for  them,"  he 
says.  "The  longer  he  keeps  his  name  on 
businesses  that  are  failing  or  neutral,  the 
more  damage  it  will  do  to  his  aura." 


Instead,  he  advises,  Virgin  should 
build  on  its  image  of  irreverence  and 
value  in  a  few  key  areas — airlines,  cell 
phones,  music,  the  Internet,  maybe  even 
trains — and  do  more  to  exploit  these 
brands  in  many  parts  of  the  world. 

Brand  recognition  cuts  both  ways.  A 
customer  who  has  a  nice  massage  on  Vir- 
gin Atlantic  may  be  predisposed  to 
drinking  Virgin  Cola  or  staying  in  a  Vir- 
gin hotel.  But  a  customer  with  a  bad 
enough  experience  with  any  one  of  the 
product  lines  may  shun  all  the  others. 

Still,  Branson  isn't  about  to  reinvent 
himself.  And  he  doesn't  believe  Virgin's 
image  is  suffering.  "Hopefully  we  learn 
from  our  mistakes,"  he  says.  "Most  of 
our  businesses  do  succeed.  But  if  some- 
thing completely  fails,  as  long  as  we  bow 
out  gracefully,  pay  off  all  our  debts  and 
nobody  gets  hurt,  then  I  don't  think  peo- 
ple disrespect  Virgin  for  trying." 


FORBES  back  in  1988.  But  his  wine  never  really  took  off  until  he 
bought  the  French  restaurant  Maxim's  and  relaunched  his  vari- 
etals  under  its  name. 

So  what  makes  a  successful  transfer  of  a  brand?  Quality,  to 
some  degree.  But  that  alone  won't  do  it.  Crystal  Pepsi  never 
caught  on,  even  though  people  trust  and  like  the  beverage  com- 
pany. The  idea  of  a  clear  drink  that  tasted  like  cola  was  too  weird. 
Quality  certainly  can't  account  for  the  endurance  of  Bic  pens,  ra- 
zors and  lighters.  It  has  something  to  do  with  the  fact  that 
consumers  perceive  all  three  products  to  be  good  value— and 
very  similar  throwaway  commodities.  Perfume  doesn't  quite 
go  with  a  throwaway-commodity  image. 

So,  there  has  to  be  a  close  relevance  of  the  core  product 
to  the  extended  product.  Campbell  Soup  has  tried  fresh  pro- 
duce and  frozen  soup.  They  didn't  work.  Everyone  continues 
to  think  of  Campbell's  as  condensed  soup  in  a  red-and-white 
can.  Procter  &  Gamble  finally  yanked  Ivory  Shampoo  in  the 
U.S.  after  18  years  of  heavy  promotion.  In  its  heyday  Ivory 
soap  stood  for  mildness  and  purity.  But  over  the  years  Ivory 
lost  that  reputation  as  P&G  pushed  it  into  harsher  dishwash- 
ing detergent. 

The  brand  extension  might  work  if  a  powerful,  encompassing 
idea  can  move  across  different  products.  Ralph  Lauren  paint  is  a 
success  on  the  strength  of  a  common  theme  about  high-class  taste. 
It's  still  too  early  to  know  whether  Oprah  Winfrey's  new  magazine, 
0,  will  make  it— especially  given  all  the  editorial  turmoil  of  late.  But 
there's  a  fair  chance  that  it  will,  since  it  packages  the  same  kind  of 


self-help  and  inspirational  advice  as  her  hugely  popular  talk  show. 

Nike  the  sneakermaker  has  made  a  mostly  successful  transi- 
tion to  Nike  the  clothing,  sports  equipment  and  watchmaker.  The 
common  thread:  sports  as  a  way  of  life.  In  1997  it  rolled  out  its 
first  runner's  watch,  Triax,  and  now  sells  $100  million  worth  of 
timepieces  a  year.  It  will  soon  introduce  a  watch  with  a  heart-rate 
monitor,  a  compass  and  a  two-way  radio. 

Will  marketers  ever  learn  the  secret?  Not  if  ego— and  the  lure 


of  the  big  hit  in  a  completely  different  category— gets  in  the  way. 
"It's  vanity.  There's  no  way  Gucci,  for  instance,  could  otherwise 
believe  its  name  belonged  on  toilet  paper,"  says  advertising  exec- 
utive and  entrepreneur  Jerry  Delia  Femina.  "Then  again,  my  name 
is  on  restaurants,  an  ad  agency  and  the  gourmet  food  market. 
Part  of  me  says,  These  other  guys  are  jerks.'  The  other  part  of  me 
says,  'Delia  Femina  Wine.  Why  not?'"  —Luisa  Kroll 
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Sir  Richard's  Realm:  A  Guide  to  the  Far-Flung  Empire 


The  Virgin  empire  is  a  chaotic  jumble  of  mostly  private  companies, 
dominated  by  Virgin  Travel,  which  includes  Virgin  Atlantic.  Seven 
of  the  II  highest -profile  companies  are  losing  money.  This  year 
Virgin  Mobile,  Virgin.com,  Trainline.com  and  Virgin  Active  health 
clubs  are  expected  to  grow  faster  than  some  older  businesses. 


Company 


1999 

Revenue 
($mil) 


Profit/ 
loss 

($mil) 


Ownership 
stake 


1999  Total  Revenues:  $5  billion 


Virgin  Travel 


Virgin 

Entertainment 

Group 


25% 


20% 


Virgin  Trading 
Virgin  Net 

Virgin  Bride 

Virgin  Express 
Holdings 

Victory  Corp 


V2  Records 


Virgin  Travel 

$1800 

$173 

51% 

Virgin  Entertainment  Group 

1300 

12 

100 

Virgin  Direct 

900 

-25 

50 

Virgin  Rail 

800 

42 

51 

Virgin  Express  Holdings 

300 

-6 

58 

Virgin  Trading 

100 

-6 

100 

V2  Record 

53 

-55 

66 

Victory  Corp. 

40 

-24 

85 

Virgin  Hotels 

40 

7 

100 

Virgin  Bride 

30 

-.4 

100 

Virgin  Net 

20 

-7 

51 

NEW  BUSINESSES 

20001 

Revenue 

(Smil) 

Virgin  Mobile 

200 

NA 

50 

Virgin.com 

200 

NA 

100 

Virgin  Active 

40 

NA 

100 

Virgin  Trainline.com 

40 

NA 

51 

Virgin  Direct 


'Projected.  NA:  Not  available. 


Branson  has  transformed  "trying" 
into  a  heroic  enterprise — boosted  by 
three  unsuccessful  attempts  to  circum- 
navigate the  globe  in  a  helium  balloon. 
"He  was  always  willing  to  run  losses  for 
a  considerable  period  when  others  would 
have  given  up,"  says  Virgin  cofounder 
Nik  Powell,  who's  now  a  movie  pro- 
ducer. Virgin  Records,  sold  off  in  1992 
for  $989  million,  didn't  turn  a  profit  for 
more  than  a  dozen  years;  Virgin  Atlantic 
took  five  years  to  climb  into  the  black. 
During  those  years  Branson  says  he  kept 
his  companies  afloat  by  "juggling  bills 
and  checks  in  the  post."  He  also  opened 
stores  on  the  first  of  the  month  to  stretch 
out  credit  payments  to  60  days.  At  least 
20  companies  didn't  turn  a  profit  last 
year,  including  airline  Virgin  Express, 
Virgin  Direct  and  V2,  its  record  label. 
"Profits  in  a  private  company  are  not 
only  unimportant,  they're  actually  dam 
aging  in  that  you  have  to  pay  4%  tax  on 
them,"  Branson  says. 

Never  a  whi/  at  finance,  Branson 

early  on  learned  to  exploit  the  power  of 

hype.  A  poor  student,  he  dropped  out  of 

school  when  he  was  1 7  to  publish  an  ir- 

iga:  ine  called  Student.  (His 

id-off  "I  pre- 


dict you  will  either  go  to  prison  or  be- 
come a  millionaire.")  Flogging  ads  for 
his  rag,  Branson  developed  the  tools  for 
building  his  own  legend.  "Selling  adver- 
tising is  a  gruesome  job  and  very  good 
grounding  for  becoming  an  entrepre- 
neur," he  says.  "I  learned  a  bit  of  bullshit 
early  on."  A  lesson  he  still  draws  on 
today.  After  a  recent  press  conference  to 
announce  his  online  dealership,  Virgin 
Cars,  Branson  admitted  that  "at  7  o'clock 
this  morning  I  didn't  know  much  about 
the  car  business.  By  9  a.m.  I  knew  quite  a 
lot —  after  I  sat  down  with  our  car  peo- 
ple and  asked  questions." 

No  event  is  too  small  or  mundane  to 
attend.  In  May  he  showed  up  at  New 
York's  JFK  airport  for  the  opening  of  Vir- 
gin Adantic's  $3.5  million  Upper  Class 
lounge.  He  schmoozed  with  Virgin  At- 
lantic clients,  signing  autographs  and 
greeting  counter  clerks.  When  the  party 
grew  dull,  he  took  the  floor  and  lip- 
synced  to  Madonna's  "Like  a  Virgin."  A 
few  weeks  later,  in  London,  he  was  on 
hand  to  greet  2,500  women  who  sell  Vir- 
gin cosmetics  door-to-door  in  the  U.K. 
He  may  ring  a  band  in  Wales  to  get  it  to 
sign  with  his  record  label. 

Detractors  regard  this  cult  of  per- 


sonality as  a  poor  surrogate  for  careful 
planning  and  execution.  "Virgin's  atti- 
tude is,  'Oh,  we'll  just  get  Richard  to  do  a 
personal  appearance.  He'll  do  something 
cartoonish  and  it'll  help  the  brand,'" 
complains  Jim  Smith,  cofounder  of 
Ground  Zero,  a  Los  Angeles  ad  agency 
that  worked  on  Virgin  Cola's  U.S.  launch. 
"That  is  a  bound-to-fail  strategy." 

Yet  few  founders  are  so  inextricably 
linked  with  their  company's  image.  Bran- 
son's still-boyish  mug  is  synonymous 
with  Virgin.  None  of  his  trusted  lieu- 
tenants— and  there  are  several — share 
any  of  the  spodight.  Even  Bill  Gates  and 
Martha  Stewart  have  fairly  prominent 
seconds-in-command.  Not  Sir  Richard. 

Which  is  why  he's  the  ubiquitous 
pitchman  for  his  various  companies. 
Branson  is  the  spokesman  even  when  he 
isn't  particularly  well-suited  to  plug  the 
product — launching  a  clothing  line,  for 
example,  despite  the  fact  that  he's  a  no- 
toriously sloppy  dresser.  (He  is  expected 
to  appear  in  an  upcoming  Ralph  Lauren 
ad  campaign.  He  has  done  similar  pro- 
motions for  FORBES.)  He  shows  up  in  ads 
for  Virgin  Direct,  his  financial  services 
company,  even  though  dyslexia  makes 
dealing  with  balance  sheets  a  challenge 
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it's  her  party  and 
shell  shop  if  she  wan 


save  up  to  75%  on  designer  fashion  for  men.  women,  kids,  home 
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NOT  THAT  YOU  WOULD.  BUT  YOU  COULD. 


THE  NEW 

240-HP  NISSAN 

PATHFINDER 


Chan  i      id     ..  'i.   rounding  up  seven  friends  and  having  a  go  at  the  game  of  kings.  But  with 

new  ?Oi   '  '.  I'r'h'    ,ui   \ou  II  ne\ei  be  more  tempted.  After  all.  the  Pathfinder  now  has  the  iri' 

pow<  i '     '  '  V  •  •  i  •  •   .-.•   -.<■  evei  built.  \  new  3.5  liter  powerplant  with  a  thundering  240  horsepower.  3 
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for  him.  Branson  is  talking  up  plans  to 
make  most  Virgin  products  available 
through  Virgin.com — never  mind  that 
he  doesn't  know  how  to  use  a  computer. 
("A  germ?"  he  asks,  when  trying  to  re- 
member what  a  computer  virus  is  called.) 

This  is  no  piddling  enterprise.  Bran- 
son intends  to  take  public 
later  this  year  some  com- 
bination of  an  ISP,  a  por- 
tal, a  vast  e-commerce 
and  financial  services  site 
and  infotainment — an 
agglomeration  that  Gold- 
man Sachs  estimates,  in  a 
private  study  commis- 
sioned by  Virgin,  could 
have  a  market  value  of 
$4.5  billion  to  $6  billion. 
Wouldn't  Virgin  be  bet- 
ter served  by  a  more  in- 
formed spokesman?  No, 
executives  insist,  Bran- 
son's their  man.  "He 
can't  drive  the  trains  or 
fly  the  planes  either," 
notes  Alexis  Dormandy, 
Virgin.com's  chief  oper- 
ating officer. 

There's  disagreement 
outside  the  organization. 
"When  he's  talking  to  the 
marketplace,  especially 
about  an  IPO,  he  needs 
more  substance  than  just 
being  the  'people's  cham- 
pion,'" says  Rik  Gadsby, 
former  creative  director 
for  Virgin  Net,  the  ISP.  "It 
could  be  a  complete  p.r. 
disaster." 

Branson  doesn't 
know  much  about  p.r. 
flops.  Any  publicity  is 
good  publicity.  But  he 
admits  he  needs  more 
managers  to  sell  the 
brand:  "It  would  be  quite 
nice  to  have  some  young, 
fresh  blood  getting  out 


Branson,  who  turns  50  this  month,  says 
he's  finally  giving  up  his  riskier  stunts. 
No  more  competitive  ballooning.  He  ad- 
mits these  "mad  things"  have  been  "ir- 
responsible, foolish"  given  his  impor- 
tance to  the  Virgin  empire,  and  to  his 
second  wife,  Joan,  and  their  two  children. 


Hang  on.  The  guy  who  likens  himse 
to  Peter  Pan  is  ready  to  grow  up?  Bransa 
smiles.  "There  is  an  argument  to  be  mac 
that  an  artist  or  musician  who  dies  whe 
he's  at  the  top  has  tremendous  afterli 
sales,"  he  muses.  "So  maybe  now  is  V 
time  to  go  on  another  balloon  trip." 


Cheap  Chic 

Richard  Branson  may  have  kicked  off  the 
idea  of  price-sensitive  service  with  style- 
Virgin  Atlantic  soared  by  selling  discount 
air  travel  with  plush  amenities  like  shower  facili- 
ties at  its  airport  lounges  and  goodie  packs  with 
Virgin  socks  and  toothbrushes  for  all.  But  he's 
not  alone  anymore.  Whether  it's  big-ticket 
items— like  Apple's  iMac  or  VW's  new  Beetle— or 
trendy  clothes  from  Old  Navy  and  Hennes  & 
Mauritz,  corporations  have  reinvented  value. 

"Basement"  rarely  follows  the  word  "bargain," 
as  it  once  invariably  did.  Today,  Americans— not 
just  those  who  are  financially 
pinched— are  obsessed  with  get- 
ting a  good  deal.  "Bragging  about 
how  little  you  spend,"  says  Marian 
Salzman,  head  of  Young  &  Rubi 
cam's  Brand  Futures  Group, 
"shows  that  you're  clever."  Or,  at 
least,  not  an  idiot  who  paid  "retail." 

Some  followers  of  Branson's 
cheap  chic  revolution: 

JetBlue.  Marketed  by  a  team 
of  Virgin  ex-pats,  the  upstart  air- 
line offers  cheap  fares  out  of  JFK. 
Examples:  $98  round-trip  to  Buf- 
falo; $158  to  Fort  Lauderdale.  Jet- 
Blue offers  just  one  class— econ- 
omy—with  touches  like  leather  seats,  personal 
satellite  TV  and  Prada-inspired  flight  uniforms. 

EasyJet.  Based  at  London's  Luton  Airport,  the 
carrier  has  very  cheap  fares  ($53  round-trip  to 
Geneva,  $68  to  Edinburgh  and  $114  to  Malaga 
among  them).  Its  no-frills  mandate— no  meals,  no 
in-flight  service,  no  travel  agents— is  popular  with 
both  budget-seekers  and  jet-setters.  Launched  in 
1995  with  two  planes  and  two  routes,  EasyJet  now 
serves  18  cities  with  18  aircraft.  Founder  Stelios 
Haji-loannou— whom  Branson  himself  cites  as  a 
role  model— has  expanded  the  franchise  to  include 
EasyRentacar.com,  a  Web-only  car-rental  service 
(Mercedes  A-Class  from  $14  a  day),  and  EasyEv- 


erything,  a  chain  of  Internet  cafes  in  London. 

The  Standard  Hotel.  It's  anything  but.  Bei$ 
shag  carpeting  lines  the  lobby's  floor  and  walls  ; 
the  Los  Angeles  hotel;  rooms  have  inflatabi 
sofas,  Charles  Eames  tables  and  minimalist: 
decor  that  invokes  its  tonier  siblings,  the  $33 
Chateau  Marmont  on  Sunset  Boulevard  (that's 
suite  with  a  king-size  bed)  and  the  $400-a-nigl 
Mercer  Hotel  in  New  York.  The  difference:  Roorr 
here  start  at  $99.  Customers  might  pay  a  k 
more,  but  "We're  eager  to  provide  the  value- 
that's  the  positioning,"  says  owner  Andre  Balaz 

Air  flair:  JetBlue  has 
cheap  seats,  chic  suits. 


Occupancy  has  been  running  a  steady  95%  sine 
the  hotel  opened  in  March  1999.  Coming  soor 
Standard  Hotels  in  New  York  and  Chicago. 

CB2.  An  offshoot  of  upscale  furnisher  Crat 
&  Barrel,  this  Chicago  store  sells  props  rangin 
from  plastic  surge  protectors  ($14)  to  match  yoi 
shade  of  iMac  to  a  $1,000  futon  sofa  that  cor 
verts  into  a  bed  (sofas  at  its  upscale  parent  ca 
go  for  more  than  $3,000).  Pottery  Barn  parer 
Williams-Sonoma  has  yet  to  break  ground  on  ii 
low-budget  concept,  Elm  Street.  But  when 
does,  you  can  bet  shoppers  will  line  up  for  chea 
versions  of  its  oversize  club  chairs  and  candl 
trees.  —Leigh  Gallaghc 
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HEREWITH,  FORBES'  FOURTEENTH  ANNUAL  LIST  OF  THE  WORLD'S  RICH- 
est.  It's  been  a  heck  of  a  year  tracking  these  folks.  Skyrocketing  stock 
prices  around  the  globe  pushed  dozens  of  technology  entrepreneurs 
into  the  billionaire  stratosphere  last  winter.  Then  spring  came,  and  with 
it  a  reality  check  in  the  stock  market.  That  knocked  a  good  handful  of 
newly  minted  billionaires  back  to  the  ranks  of  mere  centimillionaires. 

All  told,  we  found  some  470  billionaires-about  the  same  number  as  last  year. 
We're  choosing  again  to  list  the  200  richest  who  are  actively  running  a  business  or 
managing  their  assets.  Passive  shareholders  don't  make  this  cut.  The  poorest  comes 
in  this  year  at  $1.7  billion-up  $100  million  from  1999. 

The  U.S.  still  accounts  for  the  largest  share  of  the  world's  billionaires.  But  a  good 
number  of  American  fortunes  have  fallen  since  last  year.  Six  of  the  ten  richest  are 
from  this  country,  down  from  seven  in  1999.  A  notable  exception:  Larry  Ellison, 
who  comes  in  $37.5  billion  higher  this  year,  at  $47  billion.  That  makes  him  the 
world's  second-richest  man.  Bill  Gates  is  the  richest  individual  for  the  sixth  year 
in  a  row. 

Elsewhere  in  the  world,  the  money  engines  were  busy  cranking.  Five  new  bil- 
lionaires emerged  in  Japan  despite  ongoing  macroeconomic  malaise.  We  unearthed 
two  new  billionaires  in  Italy,  as  well  as  two  each  in  Hong  Kong  and  Saudi  Arabia. 

Some  of  the  world's  richest  folks  don't  toil  in  an  office  on  a  regular  basis.  They 
include  kings,  queens  and  dictators  and  extremely  wealthy  shareholders,  whom  we 
call  Coupon  Clippers.  We've  also  highlighted  some  billionaires  and  their  recent 
philanthropic  acts. 

Determining  someone's  net  worth  often  requires  some  measure  of  educated 
estimation.  For  billionaires  with  publicly  traded  fortunes,  net  worths  were  calcu- 
lated using  share  prices  and  exchange  rates  from  May  22.  For  privately  held  for- 
tunes, we  estimate  what  the  companies  would  be  worth  were  they  public.  The  sym- 
bols below  signal  the  directional  change  in  net  worth  since  this  list  was  published 
last  vear.  "New"  indicates  billionaires  we've  just  discovered  or  those  who  haven't 
appeared  on  this  global  list  before.  "Returnees"  are  those  who  dropped  off  the  list 
in  the  past  and  have  made  a  comeback. 

For  information  on  the  1 10-plus  foreign  billionaires  not  on  the  list,  please  visit 
our  Web  site  at  www.forbes.com.  For  information  on  an  additional  150  (or  more) 
U.S.  billionaires,  please  see  the  Forbes  400  list  this  fall.  F 
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If  If  s  Tuesday,  I  Must  Be  Rich 

Being  a  multibillionaire  has  its  ups  and  downs— never  as  much  so  as  today. 


WHEN  YOU'RE  A  BILLIONAIRE,  A  CHANGE 
of  a  few  points — let  alone  major  mar- 
ket turmoil — can  make  you  sweat.  Just 
ask  Masayoshi  Son,  whose  fortune  fluctuated 
more  than  $60  billion  during  the  past  year.  Or 
Yasumitsu  Shigeta,  who  gained  and  lost  almost 
$40  billion  in  four  months.  The  chart  here  shows 
just  how  bumpy  the  ride  was  through  May  19  for 
some  of  the  world's  most  volatile  fortunes,  based 
on  current  public  shares  owned,  excluding  op- 
tions and  nonstock  assets.  (For  a  few  it's  been 
bouncier  still  since.)  There's  Japan's  Son  and 
Shigeta;  plus  Hong  Kong's  Richard  Li,  whose 
stake  in  Pacific  Century  Group  investments 
climbed  to  $8.5  billion,  then  sank  back  to  $4  bil- 


lion; Azim  Premji,  head  of  India's  technology  star 
Wipro,  whose  shares  hit  $35  billion  before  set- 
tling in  at  $7.8  billion.  In  the  U.S.  Warren  Buffett 
seemed  comparatively  stable,  but  the  markets 
sliced  a  collective  $52  billion  from  Bill  Gates'  and 
Larry  Ellison's  holdings  at  their  peak.  Micro- 
Strategy  founder  Michael  Saylor  saw  the  biggest 
drop:  His  fortune  sank  93%  after  he  had  to  re- 
state financials  for  two  years.  Note:  Figures  below 
differ  from  final  net  worth  figures  elsewhere.   F 


5/21/99  ■ 


5/21/99 


WARRFN  BUFFE ' 

J35.2  billion 

2  billion 
i  )9/00:  $28.2  billion 
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MASAYOSHI SON 
Value  5/21/99:  $5.3  billion 
Perk  2/18/00:  $68.5  billion 
V         5/19/00-  $21.8  billion 


YASUMITSU  SHIGETA 

Value  5/21/99:  $3.7  billion 
Peak  2/18/00:  $38.9  billion 
Value  5/19/00:  $1.9  billion 


RICHARD  LI 

Value  5/21/99:  $1.6  billion 
Peak  2/11/00:  $8.5  billion 

Value  5/19/00:  $4.0  billioi 
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Japan's  Last 
Electronics  Tycoon 

Tetsuro  Funai  was  early  in  moving  his  modest  manufacturing  overseas 
Now  he's  the  world's  largest  maker  of  VCRs  and  Lexmark  printers. 


BY  BENJAMIN  FULFORD 

TETSURO  FUNAI  IS  THE  LAST  OF 
Japan's  postwar  electronics  ty- 
coons. At  73  he  is  also  some- 
thing of  a  late  bloomer.  While 
most  Japanese  electronics  mak- 
ers grew  quickly  during  the  1970s  and 
1980s,  his  company,  Funai  Electric,  only 
took  off  in  the  1 990s,  selling  cheap  video- 
cassette  recorders  in  the  U.S. 

Funai  continues  to  defy  convention. 
Big  Japanese  electronics  firms  like 
Toshiba  and  Mitsubishi  are  struggling  to 
make  money,  even  on  high-priced  items. 
But  Funai  can  sell  a  VCR  for  $60  retail  and 
still  make  a  profit — albeit  a  slim  one.  He's 
already  selling  DVD  players  for  as  low  as 
$200  and  thinks  he  can  bring  that  down 
to  $148  by  Christmas — and  still  turn  a 
profit.  Half  of  the  VCRs  are  sold  under  his 
Funai,  Sylvania  and  Synphonic  labels,  the 
rest  he  produces  for  others.  In  the  year 
through  June  1999,  despite  a  recession  in 
Japan  and  a  strong  yen,  Funai  continued 
to  charge  ahead.  Sales  grew  17%  to  $1.5 
billion,  and  profits  increased  2 1  %  to  $86 
million. 

What  is  his  secret?  He  manufactures 
his  goods  at  ultraefficient  plants  in  China, 
where  labor  costs  already  are  minimal. 
Other  Japanese  electronics  firms,  out  of  a 
combination  of  nationalism  and  loyalty 
to  their  employees,  keep  a  large  portion 
of  their  manufacturing  in  expensive 
'  0,000  employees  in  China 
i  ,  's  Funai,  a 
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grumpy  but  likable  sort,  reminiscent  of 
Felix  in  The  Odd  Couple. 

Funai  can  thank  a  Communist  labor 
union  for  his  delayed  success.  From  the 
1960s  employee  unrest  roiled  many  of 
Japan's  electronics  makers,  including 
Funai.  The  demands,  he  contends,  ex- 
ceeded his  ability  to  pay.  By  the  time  the 
union  lost  its  ideological  urge  to  battle, 
around  1990,  he  had  whittled  down  his 
Japanese  work  force  through  attrition 
and  shifted  his  manufacturing  overseas. 

Now,  he  couldn't  be  happier  about 
the  shift  "Over  the  next  three  to  five  years 
electronics  makers  who  try  to  stay  in 
Japan  will  suffer  huge  damage,"  he  pre- 
dicts, sitting  in  his  sparely  furnished 
Osaka  headquarters.  High  costs  of  land, 
electricity,  labor  and  telecommunications 
make  it  extremely  difficult  to  manufac- 
ture profitably  in  Japan,  he  explains. 

Funai  has  manufacturing  in  his  genes. 
The  third  of  four  sons  of  a  sewing  ma- 
chine wholesaler  in  Kobe,  he  never  got 
further  than  high  school.  At  18  he  was 
sent  to  apprentice  for  a  competitor;  his 
eldest  brother  took  over  the  family  busi- 
ness. In  1951,  after  a  four-year  appren- 
ticeship, Funai  started  selling  sewing  ma- 
chines himself.  Five  years  later  he  began 
making  transistor  radios.  Ultimately  he 
got  around  to  eight-track  stereos,  and 
opened  a  new  factory  or  office  every  year 
until  1970,  "when  the  work  force  got  in- 
filtrated by  the  Communists,"  he  recalls. 

Only  in  the  1980s  did  Funai  find  his 


ace:  producing  VCRs.  Short  of  talent,  I 
poached  technicians  from  other  ele 
tronics  firms.  That  and  cheap  Chine 
labor  helped  Funai  nearly  double  sal 
during  the  1990s. 

Funai  is  now  the  world's  largest  pr 
ducer  of  VCRs,  churning  out  1.25  millk 
units  each  month.  About  40%  are  so 
by  Philips  Electronics  under  the  Ma 
navox  and  Philips  brands.  His  compaj 
has  a  30%  share  of  the  U.S.  market. 

With  that  solid  base  Funai  began 
rapid  expansion  into  other  areas.  T 
company  makes  three-quarters  of 
Lexmark  printers  sold  in  the  world, 
4.6  million  units.  "They  make  the  prin 
head,  we  make  the  rest,"  he  says.  It  is 
codeveloping  a  low-priced  set-top  b 
with  U.S. -based  Sarnoff,  an  offshoot 
the  old  RCA,  to  allow  analog  TVs  to  n 
ceive  digital  signals.  Looking  to  exp 
his  operations,  Funai  took  his  comp; 
public  in  1999.  His  50%  stake  is  wo 
recent  $2.8  billion. 

Funai  predicts  the  value-added  si 
of  the  digital  format  will  be  software  f< 
searching  TV  programs,  compressing  si 
nals  and  the  like.  That  hardly  sounds 
the  kind  of  low-cost  functionality  th 
has  distinguished  Funai.  "When  that 
pens,  I  will  have  to  turn  the  compa 
over  to  engineers  in  their  30s,"  he  saj 
acknowledging  his  technological  limitsl 

Maybe  he  shouldn't  underestimati 
himself.  Not  many  have  hit  on  such  1 
winning  formula  so  late  in  life. 


etsuro  Funai 


■■Outwitted 
kleaderiBk 
land. 
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The  Master 
and  the  Student 


But  it's  Jeffrey  Koo  Jr. 
who  taught  his  father 
the  virtues  of  Internet 
banking.  Now  he  must 
prove  that  he's  right. 

BY  MICHAEL  FREEDMAN 

IN  HIS  TEENS  JEFFREY  KOO  JR.  HAD 
his  sights  set  on  playing  golf  on 
scholarship  at  Stanford  University.  A 
member  of  the  fourth  generation  of 
a  Taiwanese  family  that  turned  in- 
vestments in  land,  salt  and  cement  into  a 
multibillion-dollar  empire  that  includes 
the  island  nation's  largest  private-sector 
bank,  Koo  might  have  expected  the  lati- 
tude to  pursue  his  sporting  quest.  But 
his  pragmatic  father  had  other  plans. 

So  the  dutiful  eldest  son  headed  in- 
stead to  Soochow  University  in  Taipei, 
then  to  Wharton  for  an  M.B.A.  Better 
preparation  to  follow  the  path  his 
great-grandfather  had  forged  long  be- 
fore Chiang  Kai-shek's  forces  made  it 
to  Taiwan  in  1949. 

These  days  Koo  Jr.,  35,  is  finally 
doing  things  his  own  way  in  trying  to 
establish  family-controlled  Chinatrust 
Commercial  Bank  as  one  of  the  largest 
100  banks  worldwide.  His  first  order 
of  business  was  convincing  his  father 
that  he  knew  what  he  was  doing.  "The 
Chinese  lather  always  has  his  doubts 
about  his  own  son,"  savs  Koo. 

Since  Jeffrey  k.  o      ,  66,  who  chairs 
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year  to  $20  billion  in  1999.  But  in  a  na- 
tion dominated  by  government-owned 
banks,  Chinatrust  is  lucky  to  get  a  4% 
share  in  an  overcrowded  market.  While 
the  bank  boasts  44  overseas  sub- 
sidiaries and  branches,  including  New 
York  and  Silicon  Valley,  it  has  yet  to 

"Things  changed 

so  much  it  scared 

us.  We  had  to  make 

him  president." 


establish  itself  as  a  global  brand. 

"We  like  to  consider  that  we're  in- 
ternational," admits  the  younger  Koo, 
who  with  his  family  owns  40%  of  the 
publicly  traded  bank.  "But  compared 
to  the  global  banks,  we're  still  quite 
behind.  To  g^  to  that  level  you  need 
time.  But  we  can't  wait." 

Indeed.  The  board  has  tasked  man- 
agement with  increasing  the  bank's 
net  profit  to  $1  billion  by  2004  from 
last  year's  $155  million.  Koo's  solu- 
tion: Internet  banking. 

Koo  i'u st  reo  the  business  po- 

.  when  in  Bnan- 

forth  to 

i   i    itments  \\n 

170  o    r   B   E   S  ■   lulj 


Crimson  Capital,  the  $430  million  pri- 
vate equity  fund  he  founded.  There  he 
grew  convinced  the  likes  of  Yahoo's 
Jerry  Yang  and  Softbank  founder 
Masayoshi  Son  (with  a  big  Yahoo  stake) 
were  revolutionizing  business.  But  when 
he  returned  home  to  Taipei,  his  father 
dismissed  such  ideas.  "He  said,  'Forget 
about  the  technology.  Forget  daydream- 
ing,'" Koo  Jr.  recalls. 

He  persisted.  He  met  with  new  In- 
ternet entrepreneurs,  studied  their 
business  plans,  even  invested  in  some. 
Chinatrust's  directors  were  skeptical 
about  making  the  Web  part  of  the 
bank's  ambitious  plans — until  they 
saw  what  their  bank's  global  competi- 
tors were  up  to.  "Things  changed  so 
much  it  scared  us,"  acknowledges  the 
elder  Koo.  "That's  why  we  were  more 
or  less  forced  to  make  him  president." 

Now  the  hard  part:  turning  a  con- 
cept into  a  business  plan.  The  family's 
connections  should  help.  A  decade  ago 
the  then-ruling  Kuomintang  party  en- 
couraged the  Koos  Group  to  invest  in 
Taiwan's  telecom  anrl  cable  industries. 
Now,  in  addition  to  banking,  cement 
and  petrochemical  holdings  worth  at 
least  $3.2  billion,  it  also  controls  KG 
Telecommunications,  the  island's 
number  two  private  cell  phone  opera- 
tor, as  well  as  Taiwan's  largest  cable 
network,  with  1.5  million  subscribers 
and  access  to  2.8  million  households. 

The  Koos  Group  is  using  its  telecom 
and  cable  arms  as  a  platform  for  Giga- 
Media,  an  Internet  portal  that  is  chaired 
by  Jeffrey  Jr.'s  uncle,  Chester  Koo,  and 
was  listed  on  Nasdaq  in  February.  By  the 
end  of  the  year,  Koo  Jr.  says,  Taiwanese 
will  turn  on  their  TVs  and,  much  as  on  a 
hotel  room  TV,  see  an  interactive  menu 
with  options  including  news,  movies  and 
shopping.  Chinatrust  will  secure  the  on- 
line transactions. 

Between  GigaMedia,  which  is  8% 
ow  ned  by  Microsoft,  and  the  bank's  own 
Web  site,  Koo  predicts  that  in  four  years 
almost  a  third  of  Chinatrust  transactions 
will  be  done  via  Internet,  cutting  the 
bank's  costs  by  20%.  That  would  put 
Chinatrusl  up  with  techno-sawy  Wells 


Fargo  in  the  U.S.:  It  expects  30%  of  con 
sumer  checking  accounts  to  be  onlin 
within  three  years. 

While  Chinese-language  GigaMe 
dia  helps  establish  Chinatrust  as 
pan-Asian  brand,  the  Koos  Group  als< 
has  a  10%  stake  in  Bex.com,  a  Singa 
pore-based  holding  company  that  en 
ables  and  secures  large  commercia 
transactions  online.  This,  Koo  hope.1 
will  allow  Chinatrust  to  expand  it 
customer  base  globally. 

It's  an  ambitious  plan.  Obstacle 
abound,  including  competition  fron 
established  players  like  Yahoo,  whicl 
has  a  Chinese-language  portal.  Giga 


"We're  an 

international  bank. 

But  we're  still 

quite  behind." 


Media,  once  valued  by  Wall  Street  as! 
high  as  $4.5  billion,  is  down  80%.  But 
Koo  Jr.  is  confident.  And  for  now  fathei 
appears  willing  to  let  son  take  the  lead 
"This  e-business  is  something  I  don't 
understand,"  he  concedes.  "And  I  havt 
to  swallow  my  pride  to  learn  from  thest 
young  teachers." 


Real  men  do  windows, 
As  long  as  they're  no  bigger 
than  42  mm  in  diameter. 
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A  Continental  Roller  Coaster 


Out  with  The  old,  in  with  the  new  in  Asia.  Economic  crisis? 
That's  old  news.  High-flying  tech  and  media  companies 
make  headlines  these  days.  Richard  Li's  Pacific  Century 
Group,  with  telecom  and  Internet  investments,  made  him  a  new 
billionaire.  His  father,  Li  Ka-shing— still  Hong  Kong's  wealthi- 
est—got a  60%  boost  in  his  Hutchison  Whampoa  stock,  aided 
by  the  sale  of  its  stake  in  British  cell  phone  company  Orange 


Pic.  But  what  goes  up  can  come  down.  In  India,  Azim  Premji's 
infotech  and  e-commerce  company  Wipro  zoomed  before 
dropping  back  for  a  150%  gain.  To  be  sure,  volatility  hurts. 
Japan's  Yasumitsu  Shigeta  gained  and  lost  a  whopping  $39  bil- 
lion on  paper  in  just  4  months'  time.  Masayoshi  Son  momen- 
tarily closed  in  on  Bill  Gates  as  the  world's  richest,  then  saw  his 
worth  plummet  $58  billion.  But  he  was  still  up  on  Net. 


AUSTRALIA 

Kerry  Packer 

$3.8  BILLION  A 
Age:  62 

Claim  to  fame:  Chairman  of  Con- 
solidated Press  Holdings,  a  leading 
Australian  media  and  entertainment 
group.  Also  has  casino  companies. 
Latest  moves:  Through  listed  flagship 
Publishing  &  Broadcasting  Ltd.  (PBL), 
purchased  20%  stake  in  Australian 
telecom  outfit  One. Tel.  PBL  listed  its 
successful  Internet  subsidiary,  Ecorp, 
on  the  Australian  market  in  June  of 


1999.  Also  has  joint  ventures  with 
Microsoft  and  Ebay.  Rumors  of 
possible  Ecorp  listing  on  Nasdaq  yet 
to  materialize.  Time  off:  Gambling 
and  polo. 

Frank  Lowy 

$2.1  BILLION  A 
Age:  69 

Claim  to  fame:  Born  in  the  former 
Czechoslovakia,  moved  after  World 
War  II  to  Australia.  Now  a  shopping- 
mall  magnate  through  his  Westfield 
Group.  Latest  moves:  With  39  malls  in 
the  U.S.,  30  in  Australia  and  1 1  in  New 


Zealand,  Westfield  Group  recently 
announced  plans  to  move  into  the  U.K. 
Plans  are  for  4  shopping  centers  in 
greater  London  and  another  6  in  major 
town  centers,  including  Nottingham 
and  Belfast.  Time  off:  Former  president 
of  the  National  Soccer  League  of 
Australia.  Plays  tennis,  reads 
biographies. 

HONG  KONG 

Li  Ka-shing 

$11.3  BILLION  T 
Age:  72 

Claim  to  fame:  Hong  Kong's 
"Superman"  is  chairman  of  Hutchison 
Whampoa,  which  has  investments  in 
telecommunications,  retail  and  energy, 
and  of  the  $1  billion  (sales)  Cheung 
Kong  (Holdings)  Ltd.,  a  property 
developer.  Son  Richard  (see)  a  new 
billionaire.  Latest  moves:  Hutchison 
stock  is  up  60%  for  the  last  12  months, 
helped  by  sale  last  fall  of  its  45%  stake 
in  British  mobile  phone  company 
Orange  Pic.  to  Mannesmann  A.G. 
Internet  ventures  include  Tom.com 
portal,  with  recent  market  cap  of  $2 
billion.  First-quarter  loss:  $6  million. 
Li's  35%  stake  in  Cheung  Kong  worth 
$9  billion.  Time  off:  Reads  history  and 
philosophy  books  before  bed;  wakes  up 
early  to  play  golf  each  morning. 

Walter,  Thomas 

and  Raymond  Kwok 

$9  BILLION  ▼ 
Ages:  48,  47,  46 
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Life  is  full  of  compromises.  This  isn't  one  of  them 


With  its  vast  cabin,  superb  performance  and  intercontinental  range, 
the  Envoy  7  is  everything  you  want  in  a  business  jet. 
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Dressed  down?  The  courtsJj 
could  strip  perky  Nina 

Wang  of  hubby's  riches,^.  "**^^ 

Claim  to  fame:  The  brothers  inherited 
real  estate  developer  Sun  Hung  Kai 
Properties  upon  their  father's  death  in 
1990  and  have  since  propelled  it  into 
one  of  Hong  Kong's  prime  real  estate 
plays.  Latest  moves:  As  with  other  local 
real  estate  kingpins,  they're  forging 
ahead  in  cyberspace.  Listed  their 
Sunevision  Holdings,  an  Internet  real 
estate  and  insurance  concern;  recent 
market  cap:  $2.6  billion.  Overvalued? 
That's  330  times  sales. 

Lee  Shau  Kee 


Patrick  Wang 


$8.6  BILLION  ▼ 
Age:  72 

Claim  to  fame:  Founder  and  chairman 
of  Henderson  Land  Development 
Company  Ltd.,  a  $1.9  billion  (sales) 
investment  company  with  real  estate 
holdings  in  Hong  Kong  and  mainland 
China.  Latest  moves:  Still  emerging 
from  the  Asian  financial  crisis, 
Henderson  Land  completed  14 
projects  in  Hong  Kong  and  two  in 
mainland  China.  Operating  profit 
from  property  sales  decreased  by  26% 
for  the  year,  to  $405  million.  Time  off: 
Gave  $2.6  million  to  the  Guangdong 
Chinese  Cultural  Foundation  and  $3 
million  for  a  joint  China  studies 
.urogram  between  Yale  and  the  Chinese 
f  Hong  Kb 


$4.5  BILLION  ▲ 
Age:  49 

Claim  to  fame:  Chances  are  the  tiny 
motors  that  power  your  car  windows 
or  your  hair  dryer  are  made  by  Wang's 
Hong  Kong-listed  Johnson  Electric. 
His  father  started  the  company  in 
1959.  Latest  moves:  Stock  price  more 
than  doubled  over  the  last  year, 
adding  nearly  $3  billion  to  his  net 
worth.  Set  a  goal  to  boost  revenues 
from  last  year's  $370  million  to  $1 
billion  over  the  next  two  years. 


Richard  Li 


$4.3  BILLION* 
Age:  33 

Claim  to  fame:  Hong  Kong  born  and 
Stanford  University  educated,  the 
second  son  of  Li  Ka-shing  (see)  used 
capital  from  his  1993  sale  of  Asia's  first 
satellite  TV  network  to  build  Pacific 
Century  Group,  a  holding  company  for 
Internet  and  property  investments. 
Latest  moves:  Brought  Pacific  Century 
CyberWorks  public  in  August.  Its 
market  cap  topped  $38  billion,  then  fell 
to  a  recent  $24  billion.  1999  sales:  $20 
million.  Made  splash  with  $38  billion 
winning  bid  for  Cable  &  Wireless  HKT, 
Hong  Kong's  biggest  telecom  company. 
Time  off:  An  avid  scuba  diver  and  a 


licensed  pilot.  Considered  one  of  Hong 
Kong's  most  eligible  bachelors. 

Nina  Wang 

$3.7  BILLION  ▼ 

Claim  to  fame:  After  her  husband 
disappeared  during  a  kidnapping  in 
1990,  she  took  control  of  private  real 
estate  giant  Chinachem.  The  company 
owns  more  than  200  Hong  Kong 
properties.  Latest  moves:  A  Hong  Kong 
judge  declared  her  husband  legally 
dead,  though  his  body  is  missing.  Now 
comes  a  battle  with  her  88-year-old 
father-in-law  over  control  of 
Chinachem.  She  reportedly  has  a  1963 
document  granting  her  power  of 
attorney  in  her  husband's  absence. 
But  her  father-in-law  says  he  has  a 
1968  will  naming  him  sole 
beneficiary.  Time  off:  Continues  to 
defy  all  fashion  rules. 

Cheng  Yu-tung 

$2.9  BILLION  T 
Age:  74 

Claim  to  fame:  Became  chairman  of 
contractor  New  World  Development 
in  1982.  Company  owns  retail  and 
residential  properties  as  well  as  18 
hotels  in  locations  including  China, 
Hong  Kong  and  Vietnam.  Latest  moves: 
Tough  year  for  New  World.  Profit 
dropped  41%  in  1999  to  $163  million. 
Bad  luck  with  its  67%  stake  in  New 
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Shareholders 
don't  blink. 


They're  relentless.  And  want  results  yesterday.  And  if  that  doesn't  keep  you  awake  at  night,  the  constantly 

-  changing  rules  of  the  new  economy  will.  So  our  knowledgeable  people,  with  their  industry  experience, 

developed  a  proprietary  process  that  quickly  accelerates  the  increase  of  shareholder  value.  This  fresh  financial 

perspective  on  your  business  will  instill  the  confidence  you  need  to  make  bold  decisions,  faster.  Focus. 

To  learn  how  we  can  help  you  accelerate  value,  call  1-800-265-9109  or  visit  ey.com/valuenow 


=U  Ernst  &Young 


From  thought  to  finish: 


Ernst  &  Young  up 
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World  China  Land,  which  went 
public  in  July  at  $1.22  and 
dropped  to  a  recent  $.26.  Time 
off:  Reportedly  joined  Microsoft 
President  Steve  Ballmer  and 
other  international  executives  to 
advise  Beijing  leaders  on 
transforming  the  city  into  a 
high-tech  hub. 

Michael  Kadoorie 

and  family 

$2.6  BILLION  A 
Age:  59 

Claim  to  fame:  Scion  of 
establishment  Hong  Kong 
family,  he  chairs  Hongkong  and 
Shanghai  Hotels  and  utility 
company  CLP  Holdings  Ltd. 
Latest  moves:  Tourists  returned 
to  Asia  this  year,  and  at 
Kadoorie's  stunning  hotels, 
where  a  small  orchestra  serenades 
guests  in  the  lobby,  sales  increased 
69%  to  $464  million.  Time  off:  The 
family's  Agricultural  Aid  Association 
develops  methods  to  increase  farm 
productivity. 

Victor  and  William  Fung 

$2.3  BILLION* 
Ages:  54,  51 

Claim  to  fame:  U.S. -educated  brothers 
head  the  private-label  merchandiser 
Li  &  Fung.  Through  45  offices  in 
31  countries,  it  sources  everything 
from  clothing  for  Reebok  to 
consumer  goods  for  Warner  Bros, 
retail  outlets.  The  empire:  Started  in 
China  by  their  grandfather  in  1906, 
the  company  has  had  26%  annual 
compounded  earnings  since  going 
public  in  1992.  Lately  on  a  buying 
spree,  having  snapped  up  2  Swire- 
owned  trading  companies  for  $58 
million. 

Stanley  Ho 


Beyond  the  horizon:  India's 
Subash  Chandra  is  adding 
satellites  to  media  empire. 


$1.8  BILLION  T 
Age:  78 

Claim  to  fame:  In  1961  acquired  the 

n     legal      monopoly     on 

tu.  He's  been  milking 


it  ever  since.  Also  founded  Shun  Tak 
Holdings,  which  ferries  gamblers  to 
Macau  from  Hong  Kong.  Latest  moves: 
Ho's  monopoly  runs  out  next  year. 
He's  lobbying  for  renewal,  but  also 
hedging  bets  by  building  casinos  in 
places  like  the  North  Korean  capital 
of  Pyongyang.  Time  off:  Not  gambling. 
The  casino  magnate  reportedly 
abhors  it.  Donated  $8  million  to 
various  charities  in  Hong  Kong, 
Macau  and  China. 

Henry  Fok 

$1.8  BILLION  ♦ 
Age:  77 

Claim  to  fame:  Partner  with  Stanley 
Ho's  (see)  STDM  and  good  buddy  to 
China's  power  elite.  Started  fortune 
by  smuggling  goods  into  China 
during  the  Korean  War.  Now  has  big 
real  estate  developments  in  China's 
Pearl  River  delta.  Latest  moves:  Forced 
last  fall  to  deny  reported  allegations 
that  he  influenced  Hong  Kong's  chief 
executive,  Tung  Chee  Hwa,  to  bid 
for  the  2006  Asian  Games.  Fok's  son 
Timothy  led  the  lobbying  for  the 
games.  And  Tung  owed  Fok  for  saving 
his  father's  shipping  empire  in 
the  '80s. 


INDIA 

Azim  Premji  and  family 

$6.9  BILLION  A 
Age:  54 

Claim  to  fame:  Stanford  dropout  built 
and  runs  $532  million  (revenues) 
Wipro,  one  of  the  country's  most 
valuable  publicly  traded  infotech 
companies.  Indians'  appetite  for  tech 
stocks  pushed  his  net  worth  up  150% 
over  last  year.  Latest  moves:  Hopes 
to  list  in  the  U.S.  this  year,  mainly 
to  finance  overseas  acquisitions. 
Appointed  Microsoft's  software 
development  partner  in  India.  Time  off: 
Shuns  the  media,  dislikes  his  title  as  the 
world's  wealthiest  Indian. 

Dhirubhai  Amhani  and  family 

$6.6  BILLION  A 
Age:  67 

Claim  to  fame:  India's  largest  petro- 
chemical manufacturer.  Commis- 
sioned a  30-million-ton  refinery  and 
integrated  petrochemical  complex  in 
Gujarat,  western  India.  Latest  moves: 
Investing  in  telecom,  power  and 
infrastructure  development.  Also  oil 
and  gas  in  partnership  with  Enron  and 
Niko  Resources  of  Canada.  Stock  price 
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THE   SHORES   OF   HONOLULU   AS   SEEN   FROM   THE   ORCHID   POOL 

\^iS  oday  I  swam  in  a  work  of  art.  And  was  greeted  poolside  with  the  sunscreen 
I  requested  on  my  last  visit...   they  remembered.     What  some  may  laud  as  details, 
Halekulani  considers  standards.     I  have  found  perfection  and  it  exceeds  my  expectations. 


House  Befitting  Heaven 
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AAA  FIVE  DIAMOND  HOTEL  AND  RESTAURANT 

Call    your   travel    planner   or 

800.367.2343 

Honolulu.    Hawaii 


J     3COVER  THE  LIFESTYLES  OF   OAHU  AND 
JR  VALUE   PACKAGES.   WWW.HALEKULANI.COM 
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$442  billion  in  assets 
under  management. 
$48  billion  in  premiums* 
35  million  customers. 
In  more  than  60  countries. 
68,000  employees.  Over 
a  century  of  experience. 
Zurich  Financial  Services 
Group.  Insuring  your  life. 
And  business.  Transforming 
your  financial  future  through 
focused  asset  management. 
Creating  possibilities 
with  disciplined,  yet  highly 
innovative  thinking. 
It's  a  perspective  that 
knows  no  limits. 


© 


ZURICH 

FINANCIAL  SERVICES 

Your  aspirations.  Our  passion. 


www.zurich.com 
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jumped  37%  after  private  meeting  with 
Bill  Clinton  during  March  visit  to 
India.  Time  off:  Spent  $10  million  for, 
among  other  social  causes,  providing 
drinking  water  to  drought-prone  areas 
in  Gujarat. 

Shiv  Nadar 

$3.7  BILLION  A 
Age:  54 

Claim  fo  fame:  Onetime  marketing 
manager  started  hardware  company  in 
a  garage  in  1976.  Now,  with  $688 
million  in  revenues,  HCL  group  is 
India's  largest  infotech  conglomerate. 
Has  25  offices  in  15  countries.  Latest 
moves:  Does  software  research  and 
development  for  some  of  the  world's 
biggest  technology,  telecom  com- 
panies. Also  manufactures  PCs, 
provides  computer  training  and 
education.  Nadar  owns  the  majority  of 
the  group's  three  listed  companies. 
Personally  manages  only  one:  software 
firm  HCL  Technologies.  Time  off: 
Meditates  every  day. 

Subhash  Chandra 


$3  BILLION  • 
Age:  49 


Claim  to  fame:  Onetime  rice  trader  built 
a  media  empire  with  India's  most 
popular  satellite  TV  network,  publicly 
traded  Zee  Telefilms.  Latest  moves: 
Considering  U.S.  listing  of  Zee,  which 
could  be  largest  overseas  offering  by  an 
Indian  company.  Other  ventures: 
broadband  Internet  service,  radio, 
packaging,  amusement  parks.  Teamed 
with  Craig  McCaw  (see)  to  bail  out 
bankrupt  satellite  communications 
company  ICO  Global.  Time  off:  In 
Bombay,  works  out  of  five-star  hotel 
suite.  Smokes  cheap  Indian  cheroot 
cigarettes. 

Lakshmi  Mittal 

$2.1  BILLION  ▲ 
Age:  50 

Claim  to  fame:  London-based  Mittal 
built  the  world's  fourth-largest  steel 
group,  including  $4.7  billion 
(revenues)  Ispat  International,  by 
turning  state-run  dinosaurs  profitable. 
Plus  steel  mills  in  Indonesia  and 
Kazakhstan.  Latest  moves:  Launched 
Metique,  a  global  procurement  portal 
for  metals.  Invested  in  B4U,  an  Indian 
movie  cable  channel.  Time  off:  Yoga 
and  swimming. 


Vinay  Rai  and  family 


I 


$2  BILLION* 
Age:  50 

Claim  to  fame:  Ambitious  but 
controversial  MIT  graduate  inherited 
steel  empire  started  by  his  father.  Made 
early  bet  on  software,  now  paying  ofl 
with  $50  million  (revenues)  software 
supplier  Information  Technologie 
(India).  Latest  moves:  Recently  piled 
into  cellular  telecom.  Also  investing 
$380  million  in,  among  other  things, 
Internet  services  and  portals.  Time  off; 
Part-time  social  worker. 

Kumar  Mangalam  Birla 

and  family 

$1.7  BILLION  A 
Age:  33 

Claim  to  fame:  Inherited  $4  billion 
(assets)  globe-girdling  commodities 
conglomerate  5  years  ago.  Family 
owns  at  least  30%.  Businesses  range 
from  cement  to  palm  oil  to  telecom. 
Owns  country's  largest  private  sector 
mutual  fund  company,  with  $1.2 
billion  in  assets.  Latest  moves:  Bought 
Learning  Byte  International,  a  U.S. 
based  e-learning  company.  Became 
Southeast  Asia's  largest  aluminum 
producer  after  March  acquisition  of 
Indal,  Alcan's  Indian  subsidiary.  Time 
off:  Philanthropy.  Spent  $11.2  million 
on  various  social  projects,  mainly  in 
rural  areas,  mostly  for  schools  and 
hospitals. 

INDONESIA 

Eka  Tjipta  Widjaja  and  family 

$3.2  BILLION  A 
Age:  77 

Claim  to  fame:  Under  Suharto's  rule 
built  the  sprawling  Sinar  Mas 
conglomerate,  with  interests  in  real 
estate,  food,  and  pulp  and  paper.  Latest 
moves:  To  survive  Indonesia's 
economic  crisis,  he  is  looking  to  sell  off 
his  stake  in  Bank  Internasional 
Indonesia  to  concentrate  on  his  palm 
oil  businesses  and  New  York-listed  Asia 
Pulp  &  Paper.  Time  off:  Collects  art. 
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How  to  make  intelligent,  safe  and  cost-conscious  decisions 
every  time  you  buy  insurance.  At  Quotesmith.com  you  get 
nstant  quotes  from  over  300  companies  -  and  the  freedom 
bo  buy  from  the  company  of  your  choice.  It's  fast  and  easy. 


Instant 

Car  Insurance 

Quotes 

Could  you  save  20%  or 

more  on  car  insurance? 

We've  made  it  quick 

and  easy  to  get  instant 

car  insurance  quotes 

from  leading  insurers, 

all  in  one  place. 

Quotesmith.com  is  an  ideal  car  insurance 

resource  for  drivers  of  every  age. 

At  Quotesmith.com,  we've  even  made  it 

possible  for  you  to  point,  click  and  buy  online! 


All  in  one  place:  instant 
quotes  from  leading 
companies  make  it  easy 
to  comparison  shop. 


Popular  with  families:  10,  20  and  30  year 
term  life  insurance  can  give  peace  of  mind. 

Instant  Term  Life 

Insurance  Quotes 

Pick  a  rate  guarantee  and  go!  In  seconds, 
you'll  view  policies,  coverages, 
independent  ratings,  underwriting 
guidelines  and  premiums  -  all 
conveniently  sorted  by  lowest  cost. 


"We  found  the  best  deals  a. 
Quotesmidi." 

Money  Magazine 

"SmanMo       /merac,vehas 
rated  Quotesmith 
"*#!  site  for  onW  .  •  •  ' 
prance  ^prte'* 

...'SnSnMoney  Online 

chea^teSh0ppingf°^he 

'-leanest  insurance  policy 

much  easier  " 

Parents  Magazine 

"     'fie  largest  number 
of  insurers. .   " 

Jane  Bryant  Quinn 


•/ast  Accurate  Easv  ii„k- 

tasy  Unbiased  Prjvate 

77~~~ — yy!^sL£remiums 
or  you  get  $50oT 


•  •  ■ 
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•  • 
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Quotesmith.com  makes  it  easx  to  compare 
health  plans,  features  and  prices. 

Instant  Medical 
Insurance  Quotes 

Here  is  the  quickest  way  possible  to  find 

health  insurance  coverage  for  yourself,  your  family  or  your  small  business. 

Get  instant  quotes,  scan  the  marketplace  in  seconds.  You'll  find  standard  plans,  PPOs,  HMOs, 

short  term  plans,  dental  plans  and  Medicare  supplement  plans  all  in  one  place  at  Quotesmith.com. 

Participation  by  leading  companies  eliminates  the  hassle  of  buying  medical  insurance. 

wvvw.quotesmith.com 


AD  CODE: 
FORBES  07/00 
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JAPAN 


$19.4  BILLION  ▲ 
Age:  42 

Claim  to  fame:  Japan's  Internet  cover  boy. 
As  president  of  Softbank,  leveraged  orig- 
inal fortune  selling  used  software  into 
broad,  deep  presence  on  the  Internet. 
Star  holding  is  major  Internet  portal 
Yahoo.  Latest  moves:  Despite  Son's  in- 
vestment acumen,  Softbank's  revenues 
fell  20%  to  $4  billion,  while  profits 
plummeted  77%  to  $80  million  in  the 
year  through  March.  Lately  Softbank's 
been  selling  its  Internet  holdings,  includ- 
ing some  of  Yahoo.  After  extended  nego- 
tiations the  Softbank  consortium  sealed 
a  deal  to  take  over  Japan's  Nippon 
Credit  Bank.  Son's  net  worth  fluctuated 
between  $6  billion  and  $78  billion  dur- 
ing the  past  year.  For  fun:  Golf. 

YasuoTakei • 

$9.3  BILLION  A 
Age:  70 

Claim  to  fame:  Big-time  lending  to  cash- 
strapped  consumers.  Heads  Takefuji,  the 
market  leader  in  the  fast-growing  con- 
sumer loan  busiin  ss.  Latest  moves:  In  the 
past  war  Takefuji  opened  200  new  un- 
inn  d  loan  outlets,  bringing  the  total 
toed  md  928  unmanned  out- 
lets. I  i  Takefuji  became  the  first 
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Japanese  consumer  finance 
company  to  list  on  the 
London  Stock  Exchange. 
Time  off:  Conscious  corpo- 
rate citizen,  his  company 
contributes  to  causes  help- 
ing orphans,  training  guide 
dogs  and  supporting  carri- 
ers of  HIV  . 

Nobutada  Saji 
and  family 

$7.1  BILLION  ▲ 
Age:  54 

Claim  to  fame:  UCLA 
M.B.A.  graduate  inherited 
fortune  of  Suntory  liquor 
empire  from  his  father, 
Keizo,  who  died  last  No- 
vember. Big  shoes  to  fill.  The  late  Saji 
turned  his  father's  small  brewery  into  a 
liquor-and-food  conglomerate.  Latest 
moves:  While  other  Japanese  liquor 
firms  saw  profits  fall  last  year,  Suntory 
pumped  out  $90  million  in  earnings  on 
sales  of  $12  billion,  helped  by  strong 
sales  of  soft  drinks  and  beerlike  drinks 
that  avoid  beer  taxes.  For  fun:  Plays  golf 
and  tennis. 

Masatoshilto 

$6.2  BILLION  A 
Age:  76 

Claim  to  fame:  Honorary  chairman  of 
Ito-Yokado  retailing  group,  which  in- 
cludes 7-Eleven  chains  in  Japan  and  the 
U.S.,  restaurant  chain  Denny's.  Latest 
moves:  Last  year  created  panic  among 
Japan's  banks  by  declaring  intention  to 
enter  retail  banking  business,  offering 
lower  fees  and  a  bigger  branch  network. 
7-Eleven  also  pioneered  turning  its 
shops  into  pickup  locations  for  pur- 
chases made  on  the  Internet.  For  fun: 
Reads  books,  plays  golf. 

Tadashi  Yanai 


$5.8  BILLION  • 

Age:  51 

Claim  to  fame:  Turned  his  parents'  small 

clothing  store  into  rapidly  growing  Fast 

Retailing,  Japan's  answer  to  the  Gap. 

Keeps  prices  low  by  producing  clothes  in 


China.  The  empire:  42 1  directly  managed 
Uniclo — for  Unique  Clothing — outlets 
nationwide.  Expected  revenues  of  $1.8 
billion  and  $214  million  in  profits  in  the 
year  through  August.  For  fun:  Plays  golf. 

Kyosuke  Kinoshita  and  family 

$5.0  BILLION  ▲ 
Age:  60 

Claim  to  fame:  Heads  Acorn,  Japan's  sec- 
ond-largest consumer  finance  company 
after  Takefuji  (see  Takei),  with  $12.8  bil- 
lion in  outstanding  loans.  Latest  moves: 
Last  year  linked  with  Masayoshi  Son's 
Softbank  to  provide  financial  services 
over  the  Internet.  In  May  gave  up  the 
president's  spot  to  younger  brother 
Shigeyoshi;  he  remains  chairman  of 
Acorn.  For  fun:  Plays  golf. 

Yoshitaka  Fukuda 

$4.7  BILLION  A 
Age:  52 

Claim  to  fame:  Founder  and  president  of 
Aiful,  Japan's  fourth-largest  consumer  fi- 
nance company.  Latest  moves:  Sales  and 
profits  grew  at  double-digit  pace  last  year 
as  consumer  finance  companies  contin- 
ued to  gain  respectability,  especially 
among  younger  borrowers.  Cooperating 
with  Yasumitsu  Shigeta's  Hikari  Tsushin 
to  develop  Internet  financing  products. 
Moving  into  business  loans.  Stock  tripled 
during  the  past  year.  For  fun:  Fishes  in 
Japan's  mountain  streams. 
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Deutsche  Banc  Alex.  Brown 


No  one  puts  it  All  together 
like  Deutsche  Bank 


The  more  complex  business  gets,  the  more  valuable 
complete  solutions  become. 

At  Deutsche  Bank,  we  deliver  outstanding  performance 
right  across  the  board,  from  underwriting  to  trading  and 
advisory.  Plus  original  thinking  to  put  it  all  together  -  in  a 
world-class  investment  banking  platform  that  puts  our 
clients  on  top.  A  performance  that  drives  our  clients' 
competitive  advantage  -  and  our  leading  position  in 
industry  and  market  polls. 


Euromoney  Poll  of  Polls:  "A  new  pecking  order  emerges.. 
Deutsche  Bank  heads  up  the  rankings" 


Performance  is 


Overall  Ranking 

Trading 
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Deutsche  Bank 

1 
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2 

Merrill  Lynch 
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3 
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1 

Morgan  Stanley  Oean  Witter 

3 

8 

1 

4 

Source   Eu'omonev.  January  2000 

Euromoney  Poll  ot  Polls  is  a  synthesis  o'  League  Teoies  Bid  Euro 


Selected  recent  awards  and  poll/market  results:* 

■  No.1  Bcokrunner  for  Aftermarket  Performance  of 
US  IPOs,  Q1  2000 

■  No.1  Bookrunner  for  Aftermarket  Performance  of 
European  IPOs,  May  2000 

■  Breakthrough  Technology  Deal  of  the  Year  - 
Foundry  Networks,  Inc. 

■  Most  Impressive  Investment  Bank  for  Overall 
Capital  Raising  in  1999 

■  World's  No.1  Investment  Bank  for  Raising  Capital 

■  Bond  House  of  the  Year 

■  No.1  FX  Bank  Overall 

■  Best  Bank  for  Securitization 

■  Advisor  of  the  Year  -  Asia  Pacific 

■  Best  Bank  in  Euroland 

■  Proiect  Finance  House  1999 

■  Credit  Derivatives  House  of  the  Year 

■  Interest  Rate  Derivatives  House  of  the  Year 

■  M& A  Advisory  of  the  Decade 

leading  to  results™1 


Deutsche  Bank 


m 


iLLION AIRES    AS 


KazuoOkada 


$4.7  BILLION  • 
Age:  57 

Claim  to  fame:  President  of  Aruze,  a 
prosperous  slot-  and  pachinko-ma- 
chine  manufacturer.  Shut  out  of  the 
pachinko  game  manufacturing  busi- 
ness by  a  cartel,  he  helped  turn 
pachislo — machines  that  use  alu- 
minum slugs  instead  of  ball  bearings 
as  tokens — into  a  $65  billion  industry. 
Latest  moves:  With  the  cartel  gone,  ex- 
panding aggressively  into  pachinko. 
Has  hundreds  of  developers  designing 
game  software  and  preparing  to  take 
the  game  onto  the  Internet.  Last  year 
he  was  the  largest  individual  taxpayer 
in  Japan.  For  fun:  Gambling,  taking 
walks. 

Fukuzo  Iwasaki 

$4.4  BILLION  A 
Age:  75 

Claim  to  fame:  Heads  the  sprawling  re- 
sort-    and     transportation-focused 
Iwasaki  group,  with  $700  million  in 
sales.  Also  has  vast  real  estate  holdings 
in  southern  Japan.  Latest  moves:  The 
company's   tourism   business  grew 
by  travel  to  its  hotel  in 
•nd  in  s'H  then)  Japan 
1  :       ear-old  cedar 
trees.  For  tun:  Plays  golf. 
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Akira  Mori 


$3.9  BILLION  A 
Age:  63 

Claim  to  fame:  Real  estate  mogul.  With 
older  brother  Minoru  inherited  com- 
mercial real  estate  empire  from  their  fa- 
ther in  1994.  Minoru  (est.  net  worth: 
$500  million)  runs  a  separate,  more  ag- 
gressive operation;  Akira  invests  in 
more  conservative  projects.  Latest 
moves:  His  Mori  Trust  Group  an- 
nounced a  partnership  with  Daiwa  Se- 
curities to  create  and  sell  real  estate  in- 
vestment trusts — a  nascent  business  in 
Japan  following  recent  changes  in  real 
estate  law.  For  fun:  Plays  go  (Japanese 
chess)  and  golf. 

Takemitsu  Takizaki 

$3.8  BILLION  A 
Age:  55 


Claim  to  fame:  Established  Keyence  in 
1972  as  a  maker  of  factory  automation 
equipment.  Found  a  niche.  Now  has 
operations  in  the  U.S.,  the  U.K.,  Ger- 
many, Singapore,  Malaysia,  Thailand 
and  France.  Latest  moves:  Keyence  set 
up  a  new  subsidiary  in  Taiwan  this 
spring,  developing  new  markets  in 
Asia.  Group  profit  climbed  46%  to 
$177  million  on  revenues  of  $673  bil- 
lion in  the  year  through  March.  For 
fun:  Fishing. 


Akihiko  Otsuka  and  family 

$3.6  BILLION  A 
Age:  62 

Claim  to  fame:  Elder  son  of  Masatoshi 
Otsuka,  the  founder  of  Otsuka  Pharma- 
ceutical Group,  who  died  in  April.  The 
late  Otsuka  built  a  17-employee  factory 
into  a  $9  billion  (revenues)  health  care 
kingdom.  Latest  moves:  Developing  a 
schizophrenia  drug  with  Bristol-Myers 
Squibb.  Akihiko,  former  president  o 
Otsuka  Pharmaceutical  Co.,  was  ar- 
rested in  late  1998  and  given  a  sus- 
pended sentence  for  bribing  a  medical 
professor  for  new  drug  research.  He 
stepped  down  and  is  now  on  the  board 
of  6  companies  in  the  Otsuka  Group. 

Yoshiaki  Tsutsumi 

$  3.5  BILLION  ▼ 
Age:  66 

Claim  to  fame:  Chairman  of  Seibu  Railway 
and  Kokudo,  which  operates  Prince  ho- 
tels and  golf  courses  around  Japan.  Latest 
moves:  Once  the  world's  richest  man, 
Tsutsumi  has  seen  his  fortune  shrink  be- 
cause of  plunging  Japanese  real  estate  val- 
ues. His  railway  company  returned  to  the 
black  during  the  past  year.  These  days  all 
eyes  are  watching  to  see  if  he  will  help  bail 
out  struggling  younger  brother  Seiji,  who 
is  being  crushed  by  a  debt  load  estimated 
at  $30  billion.  For  fun:  Plays  golf,  skis. 

Ryoichi  Jinnai 

$3.1  BILLION  A 
Age:  73 

Claim  to  fame:  Chairman  of  Promise, 
Japan's  third-largest  consumer- finance 
company.  Grew  by  acquiring  small  and 
medium  firms  in  the  past  year.  He 
started  out  studying  agriculture. 
Founded  Promise  in  1962.  Latest  moves: 
A  nephew,  Promise  President  Hiroki  Jin- 
nai, has  invested  heavily  in  IT,  building 
up  the  company's  state-of-the-art  data- 
base. For  fun:  Plays  golf  and  visits  historic 
sites  in  China  and  South  America. 

Tetsuro  Funai 


$2.8  BILLION* 

Age:  73 

See  story,  page  166. 


amn  the  tuxedos,  full  speed  ahead. 


lack  tie  is  optional  but  a  300-horsepowerV-8  is  standard  in  the  world's  most  powerful  full-size  luxury  SUV.  There's  room  for  seven  in  three  rows  of  leather- 
immed  seats.  And  up  to  8,900  pounds  towing  capacity.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 


Lincoln  Navigator.  American  Luxury. 
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Sarah's  work  takes  he- 
wind  blows.  She  * 

power  compa-      and  s  rarely  ©  t- 

office.  Birr  now  she  can  do  business 
anywhere.  With  the  Mobile  Internet 
Lucent  is  helping  to  create,  anyone  on  the 
go  can  have  the  full  power  of  the  In-; 
right  at  their  fingr"  f ;    Wherever  " 
are.  No  wires,  no  outlets,  no  desks.  When 
you  change  the  way  people  communicate, 
you  change  the  way  they  do  business. 
Lucent  Technologies.  We  make  the  things 
that  make  communications  work" 

Expect  great  things: 


i.  L  I  0  N  A  I  R  E  S  I 

Eitaro  Itoyama 


$2.8  BILLION  ▲ 
Age:  58 

Claim  to  fame:  Ex-politician.  Gained 
media  attention  in  past  year  by  be- 
coming the  biggest  shareholder  of 
Japan  Air  Lines,  criticizing  manage- 
ment as  inefficient.  Claims  on  his 
home  page  that  JAL  utilizes  "the  dark 
influence"  to  control  its  annual  gen- 
eral meeting.  The  empire:  Inherited  golf 
courses  in  Japan  and  New  Jersey.  For 
fun:  Loves  to  sail  his  150-foot  yacht, 
Fiffanella,  which  he  rented  to  Bobby 
Brown  and  Whitney  Houston  for  their 
honeymoon. 

Tadahiro  Yoshida 

$2.7  BILLION  A 
Age:  53 

Claim  to  fame:  Zippermaker  for  the 
world.  He  chairs  YKK,  which  has  50%  of 
the  global  zipper  market.  Latest  moves: 
Sales  of  aluminum  sliding  doors  and 
construction  materials  accounted  for 
65%  of  its  $6.6  billion  revenues  in  the 
year  to  March  1998.  For  fun:  Enjoys 
viewing  unusual  architecture. 

Hiroshi  Yamauchi 

$2.5  BILLION  A 
Age:  72 

Claim  to  fame:  The  man  behind  video- 
game maker  Nintendo.  Also  the  major- 
ity owner  of  Seattle  Mariners  baseball 
team.  Latest  moves:  1  )espite  money  com- 
ing in  from  Pokemon  licensing  fees  .\nd 
45%  increase  in  (iameboy  sales,  Nin- 
tendo revenues  decreased  slightly  to  $4.9 
billion  because  of  .i  strong  yen  and  sag- 
ging sales  of  its  Nintendo-64  player. 
Plans  to  introduce  m\  Internet-con- 
nected portable  game  player  early  next 
year.  For  fun:  Plays  ^\  Japanese-style 
chess. 

Soichiro  Fukutake 

$2.4  BILLION  A 
Age:  54 


employee  policies,  with  generous  ma- 
ternity, other  benefits.  Over  half  its  staff 
of  1,650  are  women.  Latest  moves: 
Started  coaching  high  school  students, 
now  offers  classes  for  all  ages.  Boasted 
$170  million  profit  on  $2.6  billion  sales. 
For  fun:  Enjoys  sailing  in  Japan's  Inland 
Sea  on  his  yacht. 


Hiroshi  Mikitani 

$2.2  BILLION  • 
Age:  35 


Claim  to  fame:  i  leads  Benesse  ( "orpora- 

i'  '  tlinken  Seminar, 

1     ruing  school. 

Japan  s  most  pr«     essive 


Claim  to  fame:  President  of  Rakuten, 
Japan's  biggest  Internet  shopping  mall, 
with  over  2,500  virtual  shops.  Benefac- 
tor of  Internet-hungry  Japanese  in- 
vestors. Latest  moves:  After  posting  earn- 
ings of  $1  million  on  sales  of  $6  million 
last  year,  Rakuten  went  public  in  April 
2000.  Shares  zoomed  112%  to  a  split- 
adjusted  $83,250  but  have  since  re- 
treated to  $72,430.  Rakuten  shoppers 
can  pick  up  purchases  at  a  nearby  7- 
Eleven  outlet.  Plans  under  way  to  allow 


virtual  shopping  using  mobile  phones. 
For  fun:  Plays  golf. 

Masafumi  Miyamoto 

$2  BILLION  + 
Age:  43 

Claim  to  fame:  Founder  of  Square,  a 
game-software  maker  known  for  its  Final 
Fantasy  series.  Quit  Square  before  it  listed 
on  the  OTC  in  1994,  keeps  extremely  low 
profile.  Also  a  major  shareholder  in  sev- 
eral game-software  companies.  Latest 
moves:  Runs  39  boutiques  throughout 
Japan,  including  in  Tokyo's  fashionable 
Ginza  district.  Last  year  established 
Venus  Fort,  a  15-acre  shopping  mall  in 
Tokyo.  Time  off:  Supports  The  Interna- 
tional Bilingual  School  in  Los  Angeles. 

Masao  Morita  and  family 

$2.0  BILLION  A 

Age:  45 

Claim  to  fame:  Second  son  of  the  late 

Akio  Morita,  founder  of  Sony,  who 


188       I     O    R    B    E    S    •    July  3, 2000 


The 

Moon  Watch 


TO 
en 

01 

E 
o 

3 


Speedmaster  Professional 

The  first  and  only  watch  worn 
on  the  Moon. 

o 

OMEGA 


T 


OWN 


JEWELERS 


E 


27775  SANTA  MARGARITA  PARKWAY 

MISSION  VIEJO,  CALIFORNIA  92691 

949/859-7883 


L  I  0  N  A  I  R  E  S  |  A  J 

died  last  year.  Masao  serves  as  an  exec- 
utive of  Sony  Music  Entertainment 
Japan.  Latest  moves:  Sony,  which  had 
$64  billion  in  revenues  last  year,  has  di- 
versified from  its  base  in  consumer 
electronics  into  insurance,  moviemak- 
ing and,  soon,  banking. 

Kaninhi  Sekiya 

$1.8  BILLION* 
Age:  62 

Claim  to  fame:  Semiconductor  savvy. 
Turned  a  small  grindstone  operation 
founded  by  his  father  in  1940  into 
Disco,  which  today  has  near  monopoly 
on  the  business  of  slicing  and  grinding 
semiconductors.  Latest  moves:  In  the 
1970s,  after  years  of  development,  he 
came  up  with  a  highly  efficient  way  to 
slice  big  silicon  wafers  into  little  rectan- 
gles. Now  doing  a  roaring  business  slic- 
ing hard  bits  of  semiconductors  and  ce- 
ramics  for  mobile  phones.  For  fun: 
Mucks  about  in  his  garden. 

Yasumitsu  Shigeta 


$1.7  BILLION  T 
Age:  35 

Claim  to  fame:  Second-most-whip- 
sawed  billionaire?  Gained  and  then  lost 
$39  billion  on  paper  in  the  last  4 
months  due  to  wild  swings  in  the 
stock  of  independent  mobile  phone  re- 
tailer Hikari  Tsushin.  Latest  moves: 
Sales  and  profits  of  Hikari  Tsushin 
nearly  doubled  for  1 1  consecutive 
years  until  he  overexpanded  early  this 
year.  Carried  out  a  lightning-quick  re- 
trenchment, closing  1,100  stores.  Time 
off:  Fishing. 

Kunio  Busujima 

$1.7  BILLION  A 
Age:  61 

Claim  to  fame:  ( "h.iii  man  of  Sankyo,  a 
major  manufacturer  of  pachinko  ma- 
chines. Latest  moves:  Left  now-rival 
Heiwa  to  form  Sankyo  in  1966.  Grew 
rapidly  by  developing  one-armed  ban- 
dits in  the  1980s.  Nom  benefitting  from 
;  ttion,  net  profit  rose  to  $250 
I  !S  billion  in  the 
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MALAYSIA 


Robert  Kuok 


$4.6  BILLION  ▲ 
Age:  77 

Claim  to  fame:  Launched  his  empire  by 
cornering  a  piece  of  Malaysia's  sugar 
trade.  Kuok  Group  now  has  interests 
ranging  from  hotels,  media,  shipping, 
plantations  and  commodities  in  at  least 
15  countries.  Latest  moves:  Sign  of  the 
times?  Consolidation.  He's  grouping  all 
his  Shangri-La  hotels  under  Hong 
Kong-listed  Shangri-La  Asia.  Also 
launched  a  $100  million  venture  to  mar- 
ket cosmetics  via  the  Internet  in  China 
and  Japan.  Time  off:  More  of  it  as  he 
passes  group  leadership  to  sons  Ean,  45, 
and  Beau,  49. 


$3.6  BILLION  ▲ 
Age:  82 

Claim  to  fame:  King  of  poker.  Malaysia's 
sole  casino  licensee.  His  Genting  Group 
now  also  includes  a  fleet  of  casino  cruise 
ships.  The  empire:  The  family's  stake  in 
listed  Star  Cruises  is  worth  $2.5  billion. 
Now  has  3%  of  flagship  Genting  Berhad 


in  the  U.S.  in  the  form  of  American  De- 
positary Receipts.  Time  off:  Maintains 
passionate  interest  mfengshui. 

Quek  Leng  Chan 

$1.8  BILLION** 
Age:  59 

Claim  to  fame:  Runs  the  Hong  Leong 
group  of  companies  with  an  iron  hand. 
Has  interests  in  real  estate,  manufactur- 
ing and  financial  services.  Cousin  of  Sin- 
gaporean billionaire  Kwek  Leng  Beng 
(see).  Latest  move:  Snapped  up  some  15% 
of  Singapore's  Hotel  Properties  Ltd.  Time 
off:  Polishing  his  political  connections. 

PHILIPPINES 

Lucio  Tan 

$2.1  BILLION  T 
Age:  65 

Claim  to  fame:  Rags-to-riches  success. 
Poor  emigrant  from  China  now  controls 
cash  cow  Fortune  Tobacco,  plus  Asia 
Brewery  and  Philippine  Airlines.  Latest 
moves:  To  ward  off  accusations  that  he 
received  business  favors  from  high- 
placed  pal  Philippine  President  Joseph 


Financial  advice. 

Anytime. 

Anywhere. 

In  person,  online  or  by  phone. 

American  Express  now  gives  you 
more  ways  to  control  your  financial 
future.  You  can  work  with  one  of  our 
10,000  financial  advisors  for  in-depth 
advice  and  planning.  With  our  online 
equity  evaluation  and  asset  allocation 
tools,  you  can  balance  and  track  your 
portfolio.  And  our  exceptional  24/7 
customer  service  center  is  always 
ready  to  assist  you  by  phone.  Any  way 
you  choose,  American  Express  has 
financial  planning  expertise  available 
whenever  you  are,  to  help  you  do  more. 


Control 


online  trading         advice  &  planning 


investments 
j 


1 800  get  advice  americanexpress.com 


American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American  Express  Company  is  separate  from  American 
Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©  2000  American  Express  Financial  Corporation.  All  rights  reserved. 


sLLIONAIRES I 

Estrada,  Tan  offered  to  sell  off  stake  in 
debt-ridden  Philippine  Airlines  for  $800 
million  as  well  as  a  46%  stake  in  the 
Philippine  National  Bank. 

SINGAPORE 

Ng  Teng  Fong  and  Robert  Ng 

$3.4  BILLION  ▲ 
Ages:  71,  48 

Claim  to  fame:  Father-and-son  team.  Dad 
Teng  Fong  runs  Singapore's  largest  pri- 
vate real  estate  group,  Far  East  Organi- 
zation. Son  Robert  oversees  Hong  Kong- 
listed  Tsim  Sha  Tsui  Properties.  Latest 
moves:  Reportedly  looking  to  inject 
some  privately  held  properties  into  their 
publicly  traded  property  developer 
Sinoland.  Set  up  a  venture  fund  to  in- 
vest in  telecom  and  Internet.  Time  off: 
Robert  enjoys  fine  wines. 

Kwek  Leng  Beng 

$2  BILLION  T 
Age:  59 

Claim  to  fame:  Heads  Singapore's  biggest 
real  estate  company,  City  Develop- 
ments. Also  Asia's  largest  hotelier,  with 
117  hotels  in  13  countries.  Cousin  of 
Malaysian  Quek  Leng  Chan  (see).  Latest 
moves:  Regrouped  hotel  interests  under 
London-listed  Millennium  &  Cop- 
thorne  Hotels.  Expanded  in  the  U.S. 
through  acquisition  of  Regal  Hotels' 
North  American  operations.  Also  took 
a  stake  with  Saudi  Prince  Alwaleed  in 
management  company,  Fairmont 
Hotels  &  Resorts.  For  fun:  Tennis  and 
fast  cars. 

SOUTH  KOREA 

Lee  Kun-hee  and  family 

$2.8  BILLION  ▲ 
Age:  58 

Claim  to  fame:  Head  of  62-year-old 
Samsung  ( iroup,  one  of  Korea's  largest 
conglomerates,  with  global  investments 
ironies,  financi  trade  and  ser- 
( s  Latest  moves:  While  fellow  chaebol 
suffei  financial  pains,  Samsung  is  a  car- 
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vivor.  At  tech  heavy- 
weight Samsung  Elec- 
tronics sales  increased 
30%  to  $23  billion.  The 
stock  did  better:  Up 
250%  in  the  past  12 
months.  For  fun:  Enjoys 
golf,  equestrian  sports 
and  table  tennis.  Former 
President  of  the  Korean 
Amateur  Wrestling 
Federation. 


TAIWAN 


Tsai  Wan-lin 
and  family 


Samsung  success: 
Korean  Lee  Kun-hcc 
should  be  smiling. 


$6.7  BILLION  ▲ 
Age:  75 

Claim  to  fame:  Former  fruit 
vendor  built  Taiwan's 
largest  insurance  company,  Cathay  Life. 
Latest  moves:  Cathay  Life  became  one  of 
the  first  Taiwanese  insurance  companies 
allowed  to  open  offices  in  mainland 
China  this  April.  Sales  doubled  in  1999 
to  $10  billion,  but  earnings  remained 
flat  at  $480  million.  Time  off:  He  and 
brother  Wan-tsai  appointed  policy  ad- 
visors to  Taiwan's  new  president,  Chen 
Shui-bian. 

Y.C.  Wang  and  family 


Terry  Kuo 


$2.8  BILLION*- 

Claim  to  fame:  Super-low-profile  chair- 
man and  founder  of  Hon  Hai  Precision, 
which  makes  computer  parts  for  Com- 
paq, Apple  and  other  U.S.  companies. 
Latest  moves:  Hon  Hai  Precision  saw 
sales  increase  45%  to  $1.9  billion.  The 
stock  has  followed  suit,  doubling  in  the 
past  12  months. 


Chang  Yung-fa 


$4.3  BILLION  ▼ 
Age:  83 

Claim  to  fame:  Founder  and  chairman  of 
Formosa  Plastics.  And  breeder  of  entre- 
preneurs. Daughter  Cher  is  chairwoman 
of  Via  Technologies,  a  $356  million  (sales) 
Taiwanese  chipmaker.  Daughter  Susan  is 
board  member  of  Formosa  Plastics  Corp., 
USA  Latest  moves:  Sales  grew  1 1  %  at  For- 
mosa Plastics  to  $1.5  billion  last  year.  An- 
nounced plans  to  build  China's  largest 
computer  chip  plant  with  liang  Mian- 
heng,  son  of  Chinese  President  Jiang 
Zemin. 

Koo  Chen-fu  and  famiJy_ 

$3.2  BILLION  ▲ 

Age:  83 

See  story,  page  168. 


$1.7  BILLION*- 

Age:  73 

Claim  to  fame:  Founded  Evergreen  Ma- 
rine in  1968,  now  one  of  the  world's 
largest  container  shipping  companies. 
Plans  to  have  134  ships  by  2001.  Latest 
moves:  Evergreen  Marine's  stock  price 
dropped  25%  in  the  past  12  months,  but 
Chang's  fortune  helped  by  October  fist- 
ing of  Eva  Airways.  Eva's  revenues  were 
up  1 2%  to  $  1 .6  billion  last  year.  Time  off: 
Dined  with  new  Taiwan  President  Chen 
Shui-bian  to  discuss  cabinet  appoint- 
ments, just  days  after  the  election. 


By  Michael  Freedtnan,  Benjamin 
Fulford,  Chandrani  Ghosh,  Shiyori  Ito, 
Naazneen  Karmali,  Philippe  Mao 
and  Yeom  Yoonjeong. 


Tjftrkt 

Harmony 

|   ALLTEL  and  Faith  Hill  take  center  stage. 

This  is  our  way  of  announcing  that  entertainment 
superstar  Faith  Hill  is  putting  her  name  behind 
ours  -  ALLTEL  -  one  of  America's  fastest-growing 
telecommunications  companies. 

Faith  will  be  featured  in  ads  promoting  our 
products  and  sendees,  including  Total  Freedom,  ALLTEL  s  national 
digital  wireless  rate  plans.  Look  for  ALLTEL  to  continue  to  be  a 
leader  in  digital  wireless,  local  telephone,  long  distance,  Internet 
and  paging  services. 

You  see,  we  realize  that  when  it  comes  to  setting  ourselves  apart 
from  the  competition  -  all  we  need  is  a  little  Faith. 


-/UltEl 

The  power  to  simplify 

1-800-ALLTEL1    •  www.alltel.com 


^ 
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[  I  don't  play  well  with  others  ] 


I        AM       YOU 


WORK 


Networks  can  be  difficult  at  times.  Just  one  network  failure  can  be  disruptive  to  your  business,  not  to 
mention  your  bottom  line.  How  do  you  deliver  an  available  network  without  spending  every  waking 
moment  with  it?  Contact  Comdisco,  www.comdisco.com.  Delivering  the  promise  of  technology. 


*V 


COMDISCO 


■1 
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The  Accidental 
Travel  Mogul 

Headstrong  heir  John  Fentener  van  Vlissingen 
worked  his  way  from  Holland  to  Atlanta  and  a 
fortune  of  his  own.  Heads  up,  American  Express! 


BY  CHRISTOPHER  HELMAN 

JOHN  FENTENER  VAN  VLISSIN- 
gen  was  born  into  one  of  the 
Netherlands'  wealthiest,  most 
powerful  business  families.  His 
birthright  is  worth  about  $600 
million  to  him  today,  at  age  61.  But  he's 
no  coupon  clipper.  He  has  worked  to  be- 
come, among  other  things,  a  bicontinen- 
tal  travel  baron  with  an  Internet  upside. 
His  core  holding,  WorldTravel  Part- 
ners, is  poised  to  surpass  Carlson  Wag- 
onlit  in  the  U.S.  as  the  second-biggest 
travel  group  after  American  Express. 
Clients  include  25  of  the  top  100  U.S. 
corporations.  It  is  part  of  Van  Vlissin- 
gen's  $4  billion  (1999  revenues)  BCD 
Holdings,  which  also  does  financial  ser- 
vices and  global  real  estate  and  repre- 
sents the  bulk  of  his  $  1 .6  billion  fortune. 
WorldTravel  has  become  the  player 
to  watch  online,  where  travel  booking  is 
second  in  sales  only  to  stock  trading.  Its 
sister  company,  TRX,  has  been  handling 
ticket  fulfillment  and  customer  service 
for  Microsoft  since  the  latter  launched 
Expedia  in  1996.  In  fact,  150  of  Expe- 
dia's  300  customer  service  reps  are  on 
TRX's  payroll.  When  you  order  a  ticket 
from  Expedia  or  call  Expedia  customer 
service,  TRX  handles  the  request.  Other 
customers  include  Continental  Airlines 
md  Deli.  which  has  filed  to  go 

focessed  2.5  million 
online  last  year,  a  number  the 
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company  expects  to  double  this  year. 

But  it  gets  bigger.  A  new  online  ven- 
ture, temporarily  named  T2  (FORBES, 
June  12)  but  called  The  Death  Star  by 
some  in  the  world  of  travel  agents.  The 
site  will  serve  as  an  online  ticket  clear- 
inghouse backed  by  the  5  major  U.S.  air- 
lines and  partnered  with  40  international 
carriers.  T2  chose  TRX  to  handle  its  ticket 
processing — to  the  chagrin  of  Expedia. 

"They  didn't  smile,"  says  Van 
Vlissingen  of  Expedia's  reaction.  "But 
we've  always  said  to  them,  'You  have  the 
brand  name,  and  we  just  do  the  job  for 
you.'  That  means  we  should  be  able  to 
do  the  job  for  everybody,  and  that's 
what  we're  doing." 

Van  Vlissingen  never  intended  to  be- 
come a  travel  mogul.  In  his  early  20s  he 
decided  against  joining  his  brothers  at 
SHV  Holdings,  which  had  evolved  under 
seven  generations  of  family  leadership 
from  a  coal  producer  to  a  $1  billion  con- 
glomerate encompassing  oil  and  gas  re- 
fining and  distribution,  retailing  and  raw 
materials  transport.  After  debating  the 
issue  with  his  father,  Van  Vlissingen  opted 
instead  for  his  own  career  in  investment 
banking.  In  1 963  he  joined  Dutch  mer- 
chant bank  Pierson,  Heldring  &  Pierson, 
and  later  moved  to  New  York  with  Brown 
Brothers  Harriman.  But  a  business  trip 
to  Atlanta  in  the  early  1970s  set  him  on  a 
new  course. 

"Atlanta — I  was  so  surprised  and  ex- 


cited," he  says  from  BCD  Holdings'  slee 
offices  in  Buckhead,  an  Adanta  subur, 
"Here  was  a  very  fast-growing — I  hard 
dare  say  it — small  city,  and  all  the  eh 
ments  were  there  for  a  great  future,  bi 
the  whole  mentality  was  very  local." 

And  the  opportunities  were  plent 
ful.  Van  Vlissingen  almost  immediate 
abandoned  investment  banking.  Wit 
just  $4,000,  he  founded  BCD  to  buy  u 
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"Expand  or  Die" 

An  Italian  upstart  joins  those  aiming  to  become  Europe's  AOL. 


BY  TOMAS  KELLNER 

RENATO  SORU  IS  A  MODERN- 
day  Julius  Caesar  with  the 
business  brio  of  a  Steve  Case. 
The  empire  he's  building 
comprises  European  Inter- 
net portals  and  telephony  networks. 
Those  are  crowded  markets,  but  so  ex- 
cited are  investors  about  them  that 
Soru  is  a  wealthy  man. 

Soru,  43,  is  the  founder  and  presi- 


dent of  Italy's  sizzling  new  Tiscali  SpA. 
In  just  two  years  he's  captured  one- 
third  of  Italian  Internet  subscribers. 
Tiscali  was  the  first  to  offer  free  Inter- 
net access  in  Italy.  And  he  blanketed 
the  rich  north  of  the  country  with 
catchy  ads  to  create  a  brand. 

Based  in  Cagliari,  Sardinia,  a 
jagged  Mediterranean  isle  an  hour  by 
plane  from  Rome,  Tiscali  is  the  super- 
nova on  Milan's  Nuovo  Mercato, 


Italy's  version  of  Nasdaq.  Since  it  liste< 
there  last  October  Tiscali's  market  cap 
had  climbed  to  $19  billion  by  March 
now  it's  $7  billion.  That  means  Soru, 
who  owns  61%,  is  tied  as  the  fifth- 
richest  man  in  Italy. 

Backed  by  a  2-million-strong  arm) 
of  Internet  subscribers  across  Europe, 
Tiscali  is  massing  at  the  gates  of  its 
bigger  European  competition.  That 
includes  Germany's  T-Online,  Spain's 
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bluetooth 


the  revolution 
has  begun 


Bluetooth  is  about  to  revolutionize 
the  way  you  live,  work  and  think. 

Pioneered  by  Ericsson, 

this  cutting-edge  new  technology  will 

virtually  eliminate  wires  from  your  life 

yet  keep  you  more  connected  than  ever. 

Imagine  no  wires  to  untangle  when  you 

move  your  stereo  speakers. 

No  cables  to  worry  about  when  you 

buy  a  new  computer  system. 

No  special  attachments  necessary  when 

you  e-mail  from  your  hotel  room. 

Want  to  join  the  Bluetooth  revolution? 
Just  give  us  a  call. 


1  -800-Ericsson 
www.ericsson.com 


ERICSSON 


ILLIONAIRES 


Terra  Networks  (which  just  purchased 
Lycos  for  $13  billion)  and  the  Nether- 
lands' World  Online.  No,  Tiscali  hasn't 
posted  a  profit  yet,  and  revenues  last 
year  were  just  $30  million.  But  Soru  is 
bulking  up.  Between  January  and 
March  he  bought  six  small  telecom 
and  Internet  service  providers  in  Ger- 
many, France,  Switzerland,  Belgium 
and  the  Czech  Republic,  using  some 
$600  million  in  stock  for  about 
370,000  subscribers. 

"You  either  expand  or  you'll  die," 
says  Soru,  sitting  in  the  lounge  of  the 
elegant  Minerva  Hotel  in  the  heart  of 
Rome.  "For  me  it  doesn't  make  sense 
to  be  strongest  in  Italy.  I  could  be 
bought  by  someone  still  bigger  from 
the  outside.  We're  trying  to  build  the 
European  version  of  AOL." 

Soru  grew  up  figuring  out  what 
customers  wanted.  At  age  10  he  started 
helping  out  his  father  in  his  small  gro- 
cery shop  in  Sanluri,  a  Sardinian  farm- 
ing village.  From  there  he  went  to 
study  economics  at  Bocconi  Univer- 
sity in  Milan.  In  1988  he  joined  a  small 
Milan  brokerage  as  a  derivatives 
trader. 

It  was  there  that  Soru  first  saw  the 
power  and  potential  of  a  computer 
network — in  a  Bloomberg  terminal. 
"I  was  surprised  that  a 
guy  from  Salomon 
Brothers  was  going  to 
take  on  some  giant  like 
Reuters,"  he  recalls. 

In  the  early  1990s 
Soru  returned  to  Sar- 
dinia to  build  shopping 
centers,  but  the  Internet 
bug  kept  gnawing.  So  in 
1995  he  approached  a 
Sardinian  Internet  ser- 
vice provider,  Video  On 
Line,  with  a  plan.  Using 
$200,000  of  his  own 
money  Soru  set  up  a  VOL 
franchise  in  the  Czech 
Republic,  where  he  was 
developer. 
el 
this  was 


the  shopping  center  for  the  world," 
he  says. 

Czech  enthusiasm  for  the  Internet 
turned  into  profits  for  VOL.  In  1998 
Soru  sold  the  business  to  Deutsche 
Bank  for  $10  million  to  set  up  shop  in 
Sardinia  with  a  hotshot  Internet  engi- 
neer and  his  top  lieutenant  from 
Prague.  He  threw  in  $2  million.  Later 
that  year  a  partner  pitched  in  another 
$2  million  for  10%. 

His  timing  was  right  on.  As  was  his 
strategy:  Soru  doesn't  hesitate  to  copy 
a  good  idea  when  he  sees  one.  Though 
Tiscali  began  in  the  wired  telephone 
business  in  Sardinia,  tak- 
ing on  the  entrenched 
Telecom  Italia,  it  soon 
became  clear  that  the  fu- 
ture was  in  the  Internet. 
Eyeing  the  success  of 
Freeserve  in  the  U.K.,  in 
1999  he  launched  Italy's 
first  nationwide  free  In- 
ternet service  provider. 
Subscribers  and  ad  dol- 
lars came  pouring  in. 
Fixed  telephony  still  ac- 
counts for  half  of  Tis- 
cali's  revenues,  but  that 
figure  will  decrease  this 
year. 


"Being 
strongest  in 
Italy  doesn't 
make  sense. 
We're  build- 
ing the  Euro- 
pean version 

of  AOL" 


Key  to  his  growth:  paying  attention 
to  what  the  customer  wants.  Italians 
are  wary  of  spending  on  credit  and 
averse  to  listing  credit  cards  online.  So 
in  April  he  launched  a  phone-card-like 
prepaid  debit  shopping  card  for 
the  Web. 

Today  his  500  troops  are  working 
on  a  number  of  e-commerce  ventures. 
They  range  from  a  travel  site  to  an  on- 
line bank  and  stock  trading  portal,  co- 
developed  with  large  Italian  bank  San 
Paolo  IMI.  And  Soru  is  planning  to  bid 
this  summer  for  a  universal  mobile 
telecommunication  license  in  Italy.  He 
hopes  to  add  broadband 
wireless  access  to  his  net- 
work and  bring  his  In- 
ternet business  to  his 
mobile  phones.  Not  a 
bad  plan  for  a  country 
where  40%  of  the  popu- 
lation owns  a  cell  phone. 
It  won't  be  easy  for 
Tiscali  to  become  a  Eu- 
ropean-style AOL,  but 
Soru  has  some  basis  for 
self-confidence.  He  can 
remind  himself  of  the 
odds  once  faced  by  a 
man  named  Michael 
Bloomberg.  F 
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MORE  PLACES 
TO  LOOK 

BEFORE  YOU  LEAP 


*-  %  * 


DPOWERSTREET 


TRADE  FREE 

for  THREE  MONTHS 

when  you  open  a 

Fidelity  Brokerage 

Account  by  using 

the  account 

application  on  back* 

Limit  10  trades. 


POWERSTREET.SM 

MORE  RESEARCH.  MORE  ANALYSIS. 

The  more  you  know,  the  more  wisely  you  can  invest.  That's  why 
Powerstreet"M  Fidelity's  online  trading  site,  offers  so  many  kinds  of 
independent  research.  From  market  analysis  by  Lehman  Brothers 
to  Standard  &  Poor's  Stock  Reports.  From  insights  by  Market  Guide 
and  First  Call  to  idea-generating  tools  by  Argus  and  Primark 
Decision  Economics.  Because  investing  in  stocks  should  be  a  smart 
step,  not  a  leap  of  faith. 


FORMORE        INFORMATION        ON       ONLINE        TRADING        VISIT 


Powerstreef 


FIDELITY.COM 


Fidelity 


Investments' 


WE  HELP  YOU  INVEST  RESPONSIBLY" 

"Offer  valid  only  for  individual  or  joint  Ultra  Service  Accounts  for  customers  establishing  a  Fidelity  Ultra  Service  Account  for  the  first  time. 
Certain  restrictions  apply.  Account  must  be  established  no  later  than  7/31/2000  and  must  be  maintained  for  6  months.  Limit  one  per  house- 
hold. Offer  entitles  new  account  to  10  commission-free  trades  up  to  1,000  shares  placed  via  the  Web.  Please  allow  approximately  7days  from 
the  funding  of  the  account  to  receive  1 0  commission-free  trades  credit.  Commission-free  trades  must  be  used  within  3  months  and  will 
expire  without  notice.  Retail  value  of  commission-free  trades  is  between  $149.50  and  $300,  depending  on  commission  eligibility.  Fidelity 
reserves  the  right  to  terminate  this  offer  at  any  time.  Offer  is  not  valid  in  conjunction  with  any  other  special  offer.  This  advertisement  is  not 
part  of  the  application  on  the  reverse.  Independent  research  services  are  available  to  Fidelity  customers. 
Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  1 04063 


Fidelity 


Investments 


Fidelity  Ultra  Service  Account®  Express  Application 


WE  HELP  YOU  INVEST  RESPONSIBLY" 

To  qualify  for  this  special  offer,  mail  to: 

Fidelity  Investments,  P.O.  Box  5000,  Cincinnati,  OH  45273-8699 

Please  complete  all  sections  of  this  application. 

This  application  is  only  valid  for  U.S.  citizens  and  resident  aliens. 


Check  one: 

LJ  Individual 

D  Joint  Tenants  in  Common 


Origin  Code:  PUB7FOR 

d  Joint  Tenants  -  Rights  of  Survivorship 
D  Joint  Tenants  -  Community  Property 


Section  1  (Information  required  by  industry  regulations) 


Account  Owner 


Name  (First,  Ml,  Last) 


/ 


Social  Security  Number 


Date  of  Birth 


E-mail  Address  (if  applicable) 
Country  of  tax  residence  Li  US. 
Permanent  Address  (no  P  O  Boxes) 


□  Other. 


Address 

City 

Mailing  Address  (if  different  I 

State 

Zip 

Address 

City 

(                  ) 

State 

Zip 

l  lomc  Phone  Number 
) 

Work  Phone  Number  Ext 

Employment  Status     I — I  Employed    I — I  Not  Employed    I — I  Retired 

Occupation  (il  retired/not  employed,  indicate  source  ol  tncon 

Employer  Name 

Address 

ated  with  oi  employed  by  a  siock  exchange.  exchange/NASD 
member  firm,  municipal  securities  broker-dealer,  or  by  I  idelity? 

I— I  Yes,  with 

Ml  yes  indi  nj  and  includi  a  lettei  ol  account  approval  from 

your  i  ompliance  ( )IRcei  I  idi  lit)  employees  are  excluded  ) 

mtrol  person  oi  affiliate  ol  a  public  company  (e  g   director,  10% 
shareholdei  oi  policy-making  executiw 

□  Yes.  with 

(Indii  symbol  and  (  ompany  I 


Section  2 


Foi  |oiru  Accounts,  provide  combined  information  Dest  riptions  ol  the 
Investment  Objectives  will  accompany  the(  ustomer  Agreemeni 

Investment  Objective  (choose  one) 

ervation  of  Capital    I— l2Income     ' — l6Aggressive  Income 

I — 1 3  Growth     I — 14  Speculation 

Annual  I  urces):  $ 


Estimated  Ni  excluding  n  - 

I  siimated  I  iquid  Net  Worth  $ 

Federal  Tax  Bracket  D,  15%       D228%       D3Over28% 
Funding  Your  Account 

Check  enclosed  payabli      Fidelity  Brokerage  Services,  Inc. 
Minimum  deposit  required  is  $5  000  in  cash  oi  eligible  securities 
I — I  Transit  rung  m  i  unties  from  another  hrm  (include  a  Fidelity 

fidelity  com 

'".ore  Acco;  Money  Market  Funds 

i     ii    a  i-.li  to  l  flange  youi  core  account 
I  Fund      tributions  in  the  fund  unless  you  check  here  C 


Joint  Account  Owner 


Name  (First,  MI,  Last) 


/ 


Social  Security  Number 


Date  of  Birth 


E-mail  Address  (if  applicable) 

Country  of  lax  residence  I — I  U.S.  I — I  Other 

Employment  Status      I — I  Employed    I — I  Not  Employed    I — I  Retired 


Occupation  (if  retired/not  employed,  indicate  source  of  income) 


Employer  Name 


Address 

Are  you  affiliated  with  or  employed  by  a  slock  exchange,  exchange/NASD 
member  firm,  municipal  securities  broker-dealer,  or  by  Fidelity? 

LI  Yes,  with 


(II  yes,  indicate  Company  and  include  a  letter  of  account  approval  from  your 
Compliance  Officer  Fidelity  employees  are  excluded.) 

Arc  you  a  control  person  or  affiliate  of  a  public  company  (e.g.,  director,  10% 
shareholder,  or  policy-making  executive)? 

LJ  Yes,  with 


(Indicate  trading  symbol  and  Company) 


Section  3 


Each  owner  must  READ  the  separate  Customer  Agreement  (a  copy  will  be 
sent  to  you  upon  account  establishment)  and  SIGN  below  in  ink. 

1  hereby  request  Fidelity  Brokerage  Services,  Inc.  and  National  Financial  Services 
Corporation  (collectively  "Fidelity")  to  open  a  Fidelity  Ultra  Service  Account1  in  the 
name(s)  listed  as  account  owner(s)  on  this  application. 
1  acknowledge  that  1  have  read,  understood,  and  agree  to  be  bound  to  the  terms  and 
conditions  set  fonh  in  the  Customer  Agreemeni  lavailahlc  at  fidelity.com  or  by  calling 
800-F1PELITY  to  receive  by  maill  as  are  currently  in  elled  and  as  may  be  amended  from 
time  to  time.  1  am  at  teas)  18  years  ol  age  and  of  full  legal  age  in  the  state  in  which  1  reside.  1 
understand  thai .  upon  issuer's  request  in  accordance  with  applicable  rules  and  regui. 
you  will  supply  my  name  to  issuers  of  any  securities  held  in  my  account  so  I  might  receive 
any  important  inlormation  regarding  them,  unless  1  notify  you  in  wnung  not  to  do  so. 
I  understand  that  the  Customer  Agreement  and  its  enforcement  shall  be  gov- 
erned by  the  laws  of  the  Commonwealth  of  Massachusetts. 
I  am  all.S  Citizen  or  resident  alien,  and  I  certify  under  penalties  of  perjury  that  (1) 
the  Sot  ial  Security  or  taxpayer  identification  number  provided  above  is  correct  (or  I  am 
waiting  lor  a  number  to  be  issued  to  me\  and  (2)  I  am  not  subject  to  backup  withhold- 
ing because  (a)  1  .mi  exempt  from  backup  withholding,  or  (b)  1  have  not  been  notified 
by  the  Internal  Revenue  Service  URS)  that  I  amsub|cct  to  backup  withholding  for 
ili  dh  idend  and  interest  income,  or  (c)  I  have  been  notified  by  the 
IRS  that  I  am  no  longer  subject  to  backup  withholding  (Please  cross  out  item  2  if  it 
docs  not  apply  to  you.)  The  Internal  Revenue  Service  does  not  require  your 
consent  to  any  provision  of  this  document  other  than  the  certifications  required 
to  avoid  backup  withholding. 

This  account  is  governed  by  a  pre -dispute  arbitration  clause,  which  is  found  in 
Section  18  of  the  Customer  Agreement.  1  acknowledge  receipt  of  the  prc-dispute 
arbitration  clause. 

Sign  and  Date  Here 


Signature  ol  Account  Owner 


Date 


Signature  ol  Mini  Account  Ownei 


Date 


Fidelity  will  complete  this  section 

□  Cash 

Accepted  by  Manager 


Account  «  assigned: 
Pale  _ 


est  orporation,  Membei  NYS1  .  MIX 

tocounl  iv. i  service  ol  1  idelity  Brokerage  Services,  Inc  Member  NYSFVS1PC. 
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BILLIONAIRES  I EUROP 


Overcoming  the  Euro 


The  New  Economy  arrived  in  Europe  this  year  as  telecom  and 
Internet  riches  minted  new  billionaires.  Renato  Soru's  Tis- 
cali  captured  a  third  of  Italy's  Internet  subscribers  in  two 
years  and  briefly  became  the  wealthiest  Italian.  Martin  Bouygues 
transformed  his  family-run  construction  firm  into  one  of  France's 
hottest  telecom  stocks.  But  the  Old  Economy  showed  renewed 
luster  as  well.  Luxury  goods  magnate  Bernard  Arnault's  fortune 


more  than  doubled  to  $12.6  billion,  while  archrival  Francois  Pin- 
ault  notched  up  another  billion-plus.  If  not  for  the  24%  drop  in  the 
value  of  the  euro  since  its  January  1999  introduction,  these  folks 
would  be  even  richer  in  dollar  terms.  Yes,  Silvio  Berlusconi's  wad 
would  be  $3.9  billion  fatter,  and  the  German  retail  brothers  Al- 
brecht  could  have  chalked  up  another  $6.2  billion.  Poor  Arnault 
would  have  reached  $16.5  billion  instead.  C'est  la  vie. 


DENMARK 

Maersk  Mc-Kinney  Moller 

$3.3  BILLION  A 
Age:  86 

Claim  to  fame:  Runs  A.P.  Moller,  a  $6  bil- 
lion (sales)  shipping,  oil  and  gas  con- 
cern. Denmark's  most  respected  busi- 
ness titan.  Latest  quests:  Profits  up  1 1% 
to  $400  million  due  to  increased  cargo 
volumes  and  high  oil  prices.  Bought 
Sea-Land  Service's  international  liner 
business  from  CSX  Corp.  For  fun:  Visited 
the  Sultan  of  Oman,  Qaboos  bin  Said,  at 
desert  tent  camp. 

Kjeld  Kirk  Kristiansen 

$3.1  BILLION  A 
Age:  52 

Claim  to  fame:  Heads  family-owned  Lego 
with  $1.2  billion  in  sales.  Toymaker  has 
sold  320  billion  interlocking  toy  bricks 
in  68  years.  Latest  moves:  Brought  com- 
pany back  to  profitability  after  losses  last 
year;  made  $61  million  before  tax.  Tak- 
ing Lego  lifestyle  products  like  T  shirts 
worldwide. 

FRANCE 

Bernard  Arnault 

$12.6  BILLION  A 
Age:  51 

Claim  to  fame:  Chairman  of  $8  billion 
(sales)  LVMH,  which  has  Christian 
Dior,  Givenchy  and  Kenzo.  His  fortune 
doubled  this  year,  thanks  to  red-hot 
luxury-goods  market.  Latest  moves: 
Personal  bets  on  the  Internet,  through 
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in  Japan  and  the  U.S.  Merged  with  Ol- 
sten this  year.  Some  think  it  has  ex- 
panded too  rapidly  and  is  due  for  a  fall. 
For  fun:  Hunting  and  golf. 

fties  and  family 


Europatweb,  haven't  fared  so  well: 
Boo.com  folded;  Webvan  and  Petopia 
are  struggling.  Continues  to  batde  rival 
Francois  Pinault  (see)  over  Gucci  in  the 
Dutch  courts.  Time  off:  Classical  pianist. 

Francois  Pinault 

$7.8  BILLION  A 
Age:  63 

Claim  to  fame:  Brittany-born  business- 
man with  a  penchant  for  debt  and  liti- 
gation. Latest  moves:  Owns  44.7%  of 
$18  billion  (sales)  retailer  Pirfault- 
Printemps-Redoute,  plus  Christie's 
auction  house.  Admits  to  having  $3  bil- 
lion in  debt,  could  be  much  more.  Both 
PPR,  which  bought  Gucci  last  year,  and 
Christie's,  accused  of  price  fixing,  are 
entangled  in  legal  battles.  Time  off: 
Close  friend  of  French  President 
Jacques  Chirac. 

Paul-lonis  Halley  and  family 

$6.3  BILLION  A 
Age:  65 

Claim  to  fame:  Orchestrated  a  merger 
between  hypermarket  chain  Promodes, 
founded  by  his  father  in  1961,  and  Car- 
refour,  owned  by  fellow  billionaire  Def- 
forey  (see).  The  combined  group  will  be 
the  world's  second-largest  retailer  after 
Wal-Mart.  Latest  moves:  Family  owns 
12%  of  new  entity,  which  is  pushing 
into  new  markets  like  eastern  Europe, 
South  America.  Halley  is  overseeing  the 
For  fun:  Sailing. 


Serge  Dassault  and  family 

$5.1  BILLION  A 
Age:  75 

Claim  to  fame:  Through  the  Dassault 
Group  family  controls  aircraft  firm 
Dassault  Aviation.  Serge  stepped  down 
as  chief  exec  on  his  75th  birthday;  now 
heads  family  holding  company.  Latest 
moves:  Survived  corruption  scandal  last 
year.  Tech  firm  Dassault  Systemes 
moved  to  the  prestigious  CAC  40  index, 
French  equivalent  of  the  S&P  500.  For 
fun:  Fishing. 

Jean-Louis  Dumas  and  family 

$3.7  BILLION  A 
Age:  62 

Claim  to  fame:  Controls  publicly  traded 
luxury  leather  goods  empire  Hermes 
International,  famed  for  ostrich  riding- 
boots  and  the  Kelly  bag.  Jean-Louis  is 
chairman.  Latest  moves:  Rebounding 
Asian  market  led  to  strong  sales. 
Bought  a  35%  stake  in  designer  Jean- 
Paul  Gaultier.  Architect-wife  Rena  de- 
signed new  Hermes  flagship  store  in 
New  York.  For  fun:  Paints  watercolors. 

Philippe  Foriel-Destezet 

$3.1  BILLION  A 
Age:  64 

Claim  to  fame:  Lyon-born,  London- 
based  Foriel-Destezet  chairs  Adecco 
S.A.,  the  world's  leading  temporary 
employment  firm.  Latest  moves:  Adecco 
has  been  aggressively  buying  up  firms 


$2.8  BILLION  * 
Age:  48 

Claim  to  fame:  Heads  the  Bouygues 
Group,  founded  in  1952  as  a  construc- 
tion company  by  his  late  father;  now 
better  known  for  its  telecom  and  TV  in- 
terests. Latest  moves:  Rivals  Pinault  and 
Arnault  (see)  heavily  invested  in  Bouy- 
gues, helping  drive  share  price  up  374% 
this  year.  Awarded  third  wireless  license 
in  France;  will  compete  for  another. 

William  Louis-Dreyfus  and 
family 

$2.6  BILLION  A 
Age:  68 

Claim  to  fame:  Fourth  generation  to 
head  the  family's  Louis  Dreyfus  &  Cie., 
with  interests  in  oil  and  orange  juice. 
Father  of  actress  Julia  Louis-Dreyfus, 
the  infamous  Elaine  from  Seinfeld.  Lat-  j 
est  moves:  In  France,  the  newly  formed 
LD  Com  is  laying  fiber  optics  along 
rivers  and  roadways.  Cousin  Robert 
Louis-Dreyfus  is  reportedly  stepping 
down  as  chairman  of  Adidas  to  devote 
more  time  to  running  LD  Com.  For  fun: 
Grows  miniature  trees. 

Alain  Wertheimer  and  family 

$2.5  BILLION  A 

Age:  65 

Claim  to  fame:  Chairman  of  the  Chanel 
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But  is  there  a  business  model  behind  it? 


Conventional  cyberspace  wisdom 
suggests  that  first,  you  make  the 
maximum  splash  for  your  business. 
Then,  after  you've  garnered  mind 
share,  you  fill  in  everything  else, 
nfrastructure  and  profit. 

^rnuc.h  time  dotou  have? 


How  long  before  Wall  Street  gets 
restless?  How  long  before  basic 
competitive  realities  take  hold? 

Using  our  strategic  and  techno- 
logical skills,  Andersen  Consulting 
can  help  create  the  structure  to 
support  and  extend  your  vision. 


So  your  business  can  actually 
be  as  imposing  as  it  seems. 
Visit  us  at  ac.com 


BILLIONAIRES  I 


fashion  house,  whose  Chanel  No.  5  is 
still  the  world's  bestselling  perfume. 
Latest  moves:  Improving  climate  in  Asia 
led  to  rebound  in  sales.  Signed  its  first- 
ever  licensing  deal  with  eyewear  manu- 
facturer Luxottica  (see  Del  Vecchio). 
Time  off:  Owns  a  race  horse  stable  with 
brother  Gerard. 

Michel  David-Weill  and  family 

$2.2  BILLION 
Age:  67 

Claim  to  fame:  Chairman  of  the  family- 
controlled  investment  bank  Lazard 
Freres.  Latest  moves:  Completed  merger 
of  the  firm's  London,  New  York  and 
Paris  offices,  which  should  help  Lazard 
better  compete  against  American  rivals. 
Profits  flat  last  year.  Hired  Bill  Clinton's 
pal  Vernon  Jordan  as  a  managing  direc- 
tor in  New  York.  Time  off:  Major  donor 
to  the  Metropolitan  Museum  of  Art. 

Serge  Kampf 

$2.1  BILLION  A 
Age:  66 

Claim  to  fame:  Founded  Europe's  first 
computer  services  company,  Cap 
Gemini,  in  1967.  Now  sports  revenues 
of  $3.9  billion.  Latest  moves:  An- 
nounced plans  to  merge  with  consult- 
ing arm  of  Ernst  &  Young,  which 
should  give  it  a  boost  in  the  U.S.  Ru- 
mors suggest  Kampf  hopes  the  mar- 
riage will  also  produce  a  successor.  For 
fun:  Rugby  fan.  Has  a  passion  for  Na- 
tive American  art. 

FRANCE   UK 

Sir  Evelyn  and  Baron  David  de 
Rothschild  and  family 

$1.7  BILLION  ▼ 

Claim  to  fame:  Storied  European  bank- 
ing dynasty.  Intricate  web  of  holdings 
includes  stakes  in  London  bank  NM 
Rothschild  &  Sons,  run  by  Sir  Evelyn, 
and  Rothschild  &  Cie  Banque  in  Paris, 
run  by  French  cousin  Baron  David.  Lat- 
est moves:  Took  top  honors  as  world's 
leading  privatization  adviser  last  year. 
Family's  art  collection,  looted  by  the 


Nazis  and  returned  by  the  Austrian 
government,  sold  for  $90  million.  Time 
off:  Evelyn  unwinds  at  Martha's  Vine- 
yard estate. 

GERMANY 

Theo  and  Karl  Albrecht 

and  family 

$20  BILLION  ▲ 

Claim  to  fame:  Reclusive  but  hugely  suc- 
cessful retailers.  Their  deep-discount 
Aldi  Stores  had  revenues  last  year  of  $26 
billion.  Believed  to  be  one  of  Germany's 
largest  landowners,  with  the  land  under 
3,400  stores.  U.S.  holdings:  Trader  Joe's 
chain  and  7%  of  Albertson's  supermar- 
kets. Latest  moves:  Expanding  U.K.  oper- 
ations, moving  into  Australia. 

Leo_KircJi 

$11.5  BILLION  ▲ 
Age:  73 

Claim  to  fame:  Oversees  vast  media  em- 
pire, including  TV  and  film  holdings. 
Latest  moves:  Swapped  son  Thomas' 
58%  stake  in  TV  company  ProSieben 
for  stake  in  Kirch  Media.  Got  Rupert 
Murdoch  to  swap  $1.5  billion  in  stock 
and  cash  for  24%  of  flagship  digital-TV 
channel,  Premiere  World.  Time  off: 
Kirch  gave  some  $500,000  to  Chancel- 


lor Helmut  Kohl  to  cover  fallout  from 
slush  fund  investigation. 

Michael  Otto  and  family 

$6.3  BILLION  A 
Age:  57 

Claim  to  fame:  First  German  mail-order 
company  to  go  online.  Launching 
same-day  food  delivery  service  via  In- 
ternet. The  empire:  Own  65%  of  Otto 
Versand,  world's  largest  mail-order 
company.  Plus  extensive  real  estate  in 
Germany,  U.S.  and  Canada;  U.S.  catalog 
marketer  Spiegel  and  more  than  50%  of 
Crate  &  Barrel.  For  fun:  Skiing  and  ten- 
nis. Art  lover. 

Reinhard  Mohn  and  family 

$5.7  BILLION  A 
Age:  78 

Claim  to  fame:  With  family,  controls 
nearly  90%  of  media  giant  Bertelsmann 
AG.  Latest  moves:  May  merge  online 
bookseller  Bol.com  and  Bamesandno- 
ble.com,  of  which  Bertelsman  owns 
40%.  Following  Time  Warner-AOL 
merger  deal,  made  plans  to  sell  its  50% 
stakes  in  AOL  Europe  and  AOL  Australia 
for  $8  billion.  Mohn  transferred  his 
stock- voting-rights  to  a  trust  where  he's 
a  board  member.  After  his  death  a 
trustee  will  represent  his  estate  on  the 
board  for  3  years. 
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August  von  Finck  and  family 

$5.2  BILLION  A 
Age:  71 

Claim  to  fame:  Deep-pocketed  investors 
with  stakes  including  Swiss  hotel  chain 
Movenpick,  insurer  Allianz,  U.S.  gold 
digger  Homestake  Mining.  Latest 
moves:  As  a  board  member  of  Swiss 
testing  giant  Societe  Generale  de  Sur- 
veillance, he  got  involved  in  power 
struggle:  After  dismal  1998  results  the 
board  voted  to  fire  the  chief  exec,  a 
granddaughter  of  a  founder. 

Dieter  Von  Holtzbrinck 
andJamily 

$5  BILLION  A 
Age:  58 

Claim  to  fame:  Heads  one  of  Germany's 
top  book,  newspaper  and  magazine 
publishers.  Plus  owns  publishers  Farrar, 
Straus  &  Giroux,  Henry  Holt  and 
Macmillan.  Latest  moves:  Recently 
traded  some  newspaper  assets  with 
Dow  Jones  in  exchange  for  49%  of  the 
Wall  Street  Journal  Europe.  Expanding 
into  broadcasting  and  Internet  startups. 

Hasso  Planner 

$4.9  BILLION  A 
Age:  56 

Claim  to  fame:  SAP  cofounder  and  cur- 
rent cochairman.  Latest  moves:  SAP 

spending  $300  million  on  a  new  stock- 
option  plan  to  stem  outflow  of  SAP  staff 
to  competition.  Last  fall  the  company 
filed  a  suit  against  Siebel  Systems  for 
luring  away  managers  with  stock  op- 
tions. Time  off:  Launched  a  foundation 
to  sponsor  software-system  studies  at 
University  of  Potsdam. 

Gum e r  Herz  and  family 

$4.7  BILLION  T 
Age:  59 

Claim  to  fame:  Purveyor  of  caffeine  and 
tobacco.  Its  Tchibo  Holding  has  63%  of 
Reemtsma,  Germany's  number  two 
cigarette  maker,  and  26%  of  Nivea  skin- 
care  maker  Beiersdorf  AG.  Latest  moves: 
'  ast  year  opened  coffee  bars  in  Ham- 
burg and  Berlin  to  perk  up  its  image 
and  promote  entree  io  a  younger  gener- 


ation. Time  off:  Sponsors — no  joke — 
"bad  art"  exhibitions. 

Erivan  Haub  and  family 

$4.2  BILLION  T 
Age:  67 

Claim  to  fame:  The  Tengelmann  chain 
brought  American-style  food  retailing 
to  Germany.  Revenues  last  year:  $15  bil- 
lion. In  the  U.S.  owns  54%  of  A&P  su- 
permarkets. Latest  moves:  A  weak  Euro- 
pean retail  climate,  plus  competition 
from  the  likes  of  Wal-Mart  and  Metro, 
forced  the  sale  or  closure  of  more  than 
700  Tengelmann  supermarkets  and  su- 
perstores. Time  off:  Buffalo  ranching  in 
the  American  West. 

Otto  Beisheim 

$4.1  BILLION  T 
Age:  76 

Claim  to  fame:  Owns  one-third  of  Swiss 
Metro  Holding,  which  in  turn  controls 
the  giant  German  retailer  Metro  AG.  Out 
of  day-to-day  business  but  keeps  eye  on 
long-term  strategy.  Latest  moves:  Metro 
AG  was  in  merger  talks  with  the  U.K.'s 
Kingfisher  to  create  a  pan-European  re- 
tail chain.  Beisheim  threatened  to  block 
deal  after  Metro  management  bypassed 
its  owners  and  talked  to  the  British. 

Thomas  Haff a 

$4  BILLION  A 

Age:  48 

Claim  to  fame:  Up-and-coming  mover 


and  shaker;  owns  50%  of  media  group 
EM.TV.  Latest  moves:  In  February  bought 
Jim  Henson  Co.,  home  of  the  Muppets, 
for  $680  million.  Then  bought  50%  of 
Formula  One  Administration  for  $1.2 
billion  in  cash  and  stock,  which  he  now 
co-owns  with  U.K.'s  Bernie  Ecclestone 
(see).  Time  off:  Sails  his  85-foot  yacht  on 
the  Mediterranean. 

Rudolf  Oetker  and  family 

$3.2  BILLION  A 

Claim  to  fame:  Dr.  Oetker  is  Germany's 
answer  to  Betty  Crocker.  Oetker  Group, 
with  revenues  of  $3.1  billion,  sells 
everything  from  baking  mixes  to  Big 
Americans  frozen  pizzas.  Also  owns 
Hamburg  Slid  shipping  line  and  several 
brands  of  beer  and  sparkling  wine.  Lat- 
est moves:  Diversifying  into  health 
drinks  like  Red  Bull  and  Kombucha. 

Gerhard  Schmid 

$2.9  BILLION  A 
Age:  48 

Claim  to  fame:  Upstart  8-year-old  tele- 
com provider  MobilCom  has  $1.2  bil- 
lion sales  and  a  major  role  in  the  battle 
in  Germany's  telecom  sector.  Latest 
moves:  With  new  partner  France  Tele- 
com (which  bought  28.5%  of  Mobil- 
Com in  March)  he  hopes  to  win  a  cov- 
eted Internet-access  license.  Time  off: 
Program  to  provide  free  Internet- 
ready  PCs  to  German  schools  with 
ISDN  links. 


Mobile  maestro: 
Gerhard  Schmid 
battles  big  guns 
with  low  rates. 
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MORE     THAN     JUST 


GREA  T 


ATHLETES 


Indiana  has  been  home  to  some  of 
America's  greatest  sports  teams  for  more  than 
a  century.  Maybe  it's  because  Hoosiers  are 
naturally  competitive.  Or  maybe  it's  because 
the  local  fans  are  so  supportive.  Whatever  the 
reason,  teamwork  is  one  of  the  qualities  that 
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'ndiana.   USA 

has  made  their  state  great.  And  it's  definitely 
one  of  the  reasons  Indiana  was  chosen  as 
the  site  of  Toyota's  major  new  U.S.  vehicle 
manufacturing  plant. 

By  the  time  it's  fully  operational,  Toyota 
Motor  Manufacturing,  Indiana  will  have  the 
capacity  to  produce  300.000  vehicles  per 
year.  The  4,300  jobs  created  will  raise  Toyota's 
direct  U.S.  employment  to  more  than  29,000. 
Now  that's  what  we  call  an  expansion  team. 

As  a  company  which  does  business  in  the 
global  marketplace,  Toyota  recognizes  the 
need  to  invest  in  local  design,  research  and 
manufacturing,  to  ensure  that  the  products 
we  sell  answer  the  special  needs  and  stand- 
ards of  all  of  our  drivers. 

That's  why,  in  26  countries  around  the 
world,  Toyota  cars  and  trucks  are  being 
manufactured  by  the  same  people  who 
drive  them  -  local  people. 

Of  course,  it  makes  good  business  sense 
for  Toyota.  But  it  also  creates  growth  and 
competitiveness  in  the  communities  where 
we  do  business.  That's  what  team  spirit 
means  to  Toyota.  It's  how  we  play  the  game. 

TOYOTA  People  Drive  Us 
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Spiro  Latsis 


John  Jahr  and  family 

$2.5  BILLION  ▼ 
Age:  66 

Claim  to  fame:  Helps  manage  interna- 
tional publishing  house  Gruner  +  Jahr. 
With  3  siblings  owns  25%;  media  giant 
Bertelsmann  holds  the  rest.  Latest  moves: 
Launched  German-language  business 
paper  with  the  Financial  Times  in  Febru- 
ary. Real  estate,  bank  holdings  and  5%  of 
Henkel  KGaA  round  off  family  fortune. 

Hugo  Mann  and  family 


$2.4  BILLION  ▼ 
AGE:  86 

Claim  to  fame:  Low-profile  family  owns 
1  1  Mann  Mobilia  furniture  stores, 
founded  in  1938  by  Hugo.  Son  Johannes, 
48,  manages  the  chain.  Latest  moves: 
Adding  to  impressive  U.S.  real  estate 
holdings  through  Florida-based  Sunbelt 
Management.  Bought  Philadelphia's 
tallest  office  tower,  One  Liberty  Place  and 
Mall,  for  a  reported  $250  million. 

Dictmar  Hopp  and  family 

$2.2  BILLION  T 
Age:  60 

Claim  to  fame:  Cofounder  of  software 
powerhouse  SAP.  Latest  moves:  Launched 
e-business  software-download  site 
Mysap.com.  Struggling,  SAP  manage- 
men  on  restructuring 

plan  in  AugUi  t 
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$4.3  BILLION  T 
Age:  53 

Claim  to  fame:  Turned  his  dad's 
shipping  fortune  into  banking 
bonanza.  Stake  in  EFG  Eu- 
robank and  banks  in  the  U.K. 
and  Switzerland  worth  at  least 
$2.3  billion.  Also  has  Lamda 
Construction,  aging  shipping 
fleet,  high-end  property  in  Lon- 
don. Latest  moves:  Proposed  $3 
billion  acquisition  of  Athens' 
Ergo  Bank  will  vault  EFG  to 
third-largest  Greek  bank.  Time 
off:  Underwrites  Project  Helli- 
nomnimon  at  Athens  Univer- 
sity, a  digital  library  of  Greek  philosoph- 
ical and  scientific  manuscripts. 


ITALY 

Silvio  Berlusconi 


Socrates  Kokkalis 


$2.7  BILLION  ▲ 
Age:  61 

Claim  to  fame:  Greece's  telecom  guy.  Con- 
trols Intracom,  the  country's  largest 
maker  of  hardware  and  software  for  tele- 
com and  electronics.  Also  actively  man- 
ages Olympiakos,  his  popular  soccer  and 
basketball  club.  Latest  moves:  Recent  deal 
with  Cisco  to  provide  Internet  services 
in  southeast  Europe  overshadowing 
charges  of  fraud  in  securing  contracts 
with  a  government  agency.  Time  off:  Do- 
nated $300,000  to  Greece's  national 
emergency  rescue  squad  after  tremor  hit 
Athens  last  September. 


IRELAND 


Anthony  O'Reilly 

$2.2  BILLION  ▲ 
Age:  64 


Claim  to  fame:  Long-time  ketchup  king  still 
chairs  H.J.  Heinz  but  is  now  more  focused 
on  his  Waterford  Wedgwood  and  Inde- 
pendent News  8c  Media.  Latest  moves:  In 
May  shelled  out  $24  million  for  a  Monet. 
Time  off:  Philanthropy  through  American 
Ireland  Fund,  entertaining  other  billion- 
aires at  his  Ashford  castle  in  Ireland. 


$12.8  BILLION  ▲ 
Age:  63 

Claim  to  fame:  Former  Italian  prime  min- 
ister and  media  tycoon.  Recently  char- 
tered a  yacht  called  Excellent  to  conduct 
another  election  campaign.  Latest  moves: 
Son  Pier  Silvo  was  promoted  to  vice 
president  of  Mediaset,  the  Italian  televi- 
sion and  communications  company  in 
which  the  family  owns  a  50%  stake. 
Shares  are  up  57%  this  year  on  strength 
of  its  telecom  holdings.  Berlusconi's 
spokespeople  deny  rumors  that  he  is 
planning  to  take  public  the  family's  win- 
ning Milan  AC  soccer  team.  For  fun: 
Cabaret  singing  on  his  yacht. 

Leonardo  Del  Vecchio 

and  family  

$5.5  BILLION  ▲ 
Age:  65 

Claim  to  fame:  Chairman  and  founder  of 
Luxortica  Group,  the  world's  largest  eye- 
wear manufacturer.  Latest  moves:  The 
family  plans  to  sell  10%  of  its  shares 
when  it  lists  in  Italy  this  year.  The  com- 
pany was  awarded  the  license  to  make 
Chanel  eyewear,  the  first  time  Chanel 
has  ever  granted  a  license.  Sold  stake  in 
supermarket  chain  Gruppo  GS  to 
French  retailer  Carrefour  for  $1.7  bil- 
lion. For  fun:  Golf  and  tennis. 


YOU'RE  CHANGING  JOBS  AND  HAVE  TO  ROLL 
OVER  YOUR  40100,  SO  YOU: 


Generously  write  a  check  to  the  IRS  for  407.  in 
taxes.  Its  not  like  you  have  big  plans  for  this  money. 


Go  to  Vegas.  The  odds  are  against  you,  but  it's  just 
play  money,  right? 


1    |  Wisely  call  the  Rollover  Specialists  at  T.  Rowe  Price. 
This  is  serious  money.  You  can't  afford  to  make 
a  mistake. 


Invest  With  Confidence* 

T.Roweftice 


cm 


_ 

Set  our  free  kit  on  managing  your  retirement  plan  distribution,  plus  prospectuses  for  a  broad  range  of  no-load  mutual  funds. 

www.troweprice.com 

or  more  information,  including  fees  and  expenses,  read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


IRAR054797 
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RenatoSoru 


$4.3  BILLION  • 

Age:  43 

See  story,  p.  1 98. 

Giovanni  Agnelli  and  f ami ly 

$5  BILLION  ▲ 
Age:  79 

Claim  to  fame:  Third  generation  of  in- 
dustrial family  dynasty  to  run  automaker 
Fiat  SpA.  Latest  moves:  Fiat  recently  an- 
nounced it  would  swap  20%  of  its  shares 
for  a  5.1%  stake  in  General  Motors.  This 
sale,  plus  the  1998  death  of  Agnelli's  heir- 
apparent  nephew,  raises  questions  about 
how  much  longer  Fiat  will  be  family- 
run.  Fiat  subsidiary  New  Holland 
bought  the  Case  Corp.,  an  American 
agricultural  equipment  manufacturer, 
for  $4.3  billion.  For  fun:  Roots  for  the 
family's  soccer  team,  Inventus. 

Luciano  Benetton  and  family 

$4.8  BILLION  ▲ 
Age:  65 

Claim  to  fame:  Chairman  of  $2.4  billion 

(sales)  Benetton  Group,  purveyor  of 

trendy  clothing.  Latest  moves:  Recent  ad 

Align  featuring  death  row  inmates 

>mpany  its  licensing  deal  with 

i  i  Mlesandro  heads  the  family's 
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venture  capital  operations. 
PlayLife  sports  apparel 
brand  named  official  outfit- 
ter of  the  2000  Italian 
Olympic  Team.  Sold  the 
company's  Formula  One 
racing  team  to  Renault  for 
$126  million.  For  fun:  Golf 
and  tennis. 

Ennio  Doris 

$4.3  BILLION  • 
Age:  60 

Claim  to  fame:  High  school 
graduate  founded  insurance 
and  financial  services  group 
Mediolanum  SpA  in  1982. 
Now  has  $  1 5  billion  in  assets 
under  management,  up 
38%  in  a  year.  Latest  moves: 
In  a  joint  venture  with  in- 
vestment bank  Mediobanca, 
launched  an  online  trading  service  in 
April.  Signed  up  31,000  in  the  first  6 
days.  For  fun:  Biking  in  the  mountains 
or  relaxing  at  his  9,400-acre  ranch. 

NETHERLANDS 

Frederik,  John  and  Paul  Fen- 
tener  van  Vlissingen  and  family 

$2.9  BILLION  A 
Ages:  66,  61,  59 
See  story,  p.  196. 

NORWAY 

Alexander  Vik  and  family 

$2.9  BILLION  • 
Age:  45 

Claim  to  fame:  U.S. -based  Vik  turned  the 
Scandinavia  Fund,  operator  of  a  hotel  in 
the  Canary  Islands,  into  Internet  holding 
company  and  hot  stock  Xcelera.com.  Lat- 
est moves:  Sold  the  hotel,  bought  10  start - 
ups,  including  Internet  infrastructure 
provider  Mirror  Image,  and  watched 
New  Economy  market  values  soar.  With 
brothers  Gusta\  and  Erik  owns  VBI 
(  oi  p.,  74%  owner  of  Xcelera.com.  Time 
oft  Marathons,  triathlons. 


SWEDEN 

Stefan  Persson  and  family 

$7.7  BILLION  A 
Age:  52 

Claim  to  fame:  His  red-hot  retail  clothin 
chain  Hennes  &  Mauritz,  with  $3.9  bil 
lion  in  sales,  rivals  Gap  Inc.  in  fashio: 
sense  and  earnings  power.  Latest  move: 
Big  jump  into  new  markets — 7  stores  i; 
the  U.S.  and  6  in  Spain  this  year.  Share 
crashed  30%  in  March  when  prodig 
Chief  Executive  Fabian  Mansson  bailey 
for  an  Internet  startup.  Stock  still  off  de, 
spite  explosive  U.S.  debut.  For  fun:  Apl 
pears  at  store  openings.  Tries  new  downl 
hill-ski  resort  each  winter. 

Ingvar  Kamprad 

$3  BILLION  ▲ 
Age:  74 

Claim  to  fame:  Built  home  furnishing 
giant  Ikea  from  scratch.  Sales  up  21°/ 
last  year  to  $8.5  billion.  Latest  moves:  Ex 
panding  big  time,  first  store  opened  i 
Moscow  in  March  2000,  and  constru 
tion  starting  on  Poland's  biggest  shop 
ping  mall  this  summer.  Also  openec 
new  store  in  San  Francisco,  and  Sar 
Diego  is  coming  in  September.  Camp} 
ad  campaign  "Realizing  possibilities' 
features  Brady  Bunch's  housekeepe: 
Alice.  For  fun:  Overnight  bicycling  trip: 
with  his  wife.  Picking  wild  mushrooms 

SWITZERLAND 

Ernesto  Bertarelli 

$9.1  BILLION  A 
Age:  34 

Claim  to  fame:  His  pharmaceutical  com 
pany,  Serono  Group,  broke  $1  billion  ir 
sales,  due  in  large  part  to  new  fertilit) 
drugs.  Strong  profits  from  high-margin 
products  kicked  stock  price  up  81%  this 
year.  Latest  moves:  Dashing  chief  exec 
plans  U.S.  expansion.  First  must  con 
vince  FDA  to  approve  Rebif,  a  multiple 
sclerosis  treatment  popular  in  Europe 
Time  off:  Launching  own  America's  Cup 
team — just  hired  skipper  of  defending 
champion  Team  New  Zealand. 


The  Residences 

AtTheRitz-Cak: 


i 


50  Central  Park  South  at  The  Ritz-Carlton,  New  York 


The  Residences  at  The  Ritz-Carlton,  Downtown  New  \ork 


Millennium  Partners  has  the  vision. 
|Fhe  Ritz-Carlton  residents  get  the  view. 


Velcome  to  an  unprecedented  opportunity  to  own, 
|uite  simply,  the  country's  most  luxurious  condominiums. 
>ituated  atop  world-class  Ritz-Carlton  Hotels,  these 
lomes  feature  legendary  service,  exclusive  fitness,  spa  and 
ntertainment  facilities,  and  spectacular  views  of 
America's  most  dynamic  cities.  Own  one  for  a  lifetime,  and 
liscover  how  Millennium  Partners  and  The  Ritz-Carlton 
re  redefining  upscale  urban  living  for  the  21st  century. 
To  learn  more  about  these  unique  properties,  please  call  a 
Millennium  Sales  Center  representative  at  800.803.9619. 


The  Residences  at  The  Ritz-Carlton  Towers,  Boston  Common 


The  Residences  at  The  Ritz-Carlton,  Washington,  D.C. 


The  Residences  at  The  Ritz-Carlton,  Georgetown 


The  Ritz-Carlton8 


n,  New  York :  The  complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor.  File  No. :  CD99-0094  New  York  Central  Park  South :  No  offering  can  be  made  until  an  offering  plan  is  filed  with 
re  Department  of  b«  of  The  Slate  of  New  V.rk.  This  advertising  is  made  pursuant  to  cooperative  policy  statement  No.  1  issued  by  the  New  York  Attorney  Gel  !         ..■■...  ,    \cw 

ommonwcalth  Center  Limited  Partnership.  LLC  Washington.  DC  This  is  not  an  offer  to  sell  condominiums  in  any  jurisdiction  which  requires  prior  registration  and  in  which  the  condominiums  are  not  registered, 
he  Residences  at  The  Ritz-Carlton,  Washington.  DC  (registered  as  Millennium  Square,  a  condominium):  Public  Offering  Statement,  Registration  Number975  filed  with  Condominium  and  Cooperative  Conversion 
td  Sale.  Branch,  DC  Department  of  Consumer  and  Regulatory  Affairs.  Washington,  D.C.  We  are  pledged  tothe  letter  and  spirit  of  US  policy  for  the  achievement  of  equal  housing  opportunity  throughout  the  nation, 
.'e  eno  lurage  and  support  an  affirmative  advertising  and  marketing  program  in  which  there  are  no  barriers  to  obtaining  housing  because  of  race,  color,  religion,  sex,  handicap,  familial  status  or  national  origin.  The 
at  The  Ritz-Carlton  are  not  owned,  developed  or  sold  by  The  Ritz-Carlon  Hotel  Company.  LLC  Millennium  Partners  uses  the  Ritz-Carlton  mark  under  license  from  The  Ritz-Carlton  Hotel  Company,  I    I .  C 


Sales 
Leads 

Mailing 
Lists 


Business  Lists: 

Over  11  Million  Businesses 

Select  by  Type  of  Business,  Employee 
Size  &  Sales  Volume  for  any  ZIP  Code, 
County,  City  or  State. 

Consumer  Lists: 

Over  195  Million  Consumers 

Select  by  Age,  Income,  Household  Value 
&  More. 

Business  Credit  Reports 

only* 5. 00  each! 
Also  Available, 

Monthly  Updates! 


Over  2  Million  Customers 
Can't  Be  Wrong! 


For  FREE  Catalog  & 
Personalized  Service  Call 

(800)  555-5335 

or  Fax  Us  at:  (402)  331-1505 


Plus,  FREE  Directory  Assistance 

&  National  Yellow  Pages  on 

Our  Web  Site 

www.infoUSA.com 
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BILLIONAIRES    EUROPE 


Pierre  Landolt  and  family 

$6.3  BILLION  ▼ 
Age:  52 

Claim  to  fame:  Heirs  to  Sandoz  pharma- 
ceutical fortune  own  almost  4%  of  No- 
vartis,  luxe  Swiss  hotels,  a  stake  in  trou- 
bled Dutch  Internet  service  provider 
World  Online  and  Geneva-based  news- 
paper Le  Temps.  Latest  moves:  Pierre 
founded  Brazil-based  Banco  Axial, 
which  underwrites  "green"  projects  like 
a  cranberry  farm  in  Chile  and  hearts- 
of-palm  plantation  in  the  Amazon. 

Stephan  Schmidheiny 

$4.3  BILLION  ▼ 
Age:  52 
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Claim  to  fame:  Heir  to  Holderbank  ce- 
ment fortune  and  brother  to  Thomas 
(see).  Long  ago  sold  off  cement  stake 
and  interests  in  Swiss  heavyweights  like 
Leica  and  ABB,  in  order  to  diversify.  His 
Nueva  Holdings  owns  or  invests  in  42 
Latin  American  ventures.  Latest  moves: 
Now  devotes  much  of  his  time  to  Latin 
America-based  philanthropy.  Time  off: 
Converting  a  Zurich  brewery  into  mu- 
seum to  house  his  vast  collection  of 
modern  American  art. 

Thomas  Schmidheiny 

$3.7  BILLION  A 

Age:  54 

Claim  to  fame:  Runs  Holderbank,  the 


world's  largest  cementmaker.  with  op- 
erations in  more  than  70  countries. 
Brother  to  investor  Stephan  (see).  Latest 
noves  Plants  near  Kosovo  primed  for 
ucrative  reconstruction  bids.  Also  un- 
derwriting joint  construction  venture  in 
Gaza  with  Egyptian  partners.  Time  off: 
Holderbank  spends  S20  million  annu- 
ally to  sponsor  7  vocational  schools  in 
Latin  America. 

Nicolas  Hayek 


$3.1  BILLION  ▲ 
Age:  71 

Claim  to  fame:  Consolidated  a  dozen 
lagging  Swiss  watch  brands  in  the  1980s 
to  create  the  Swatch  Group,  now  a  $23 
billion  (revenues)  timepiece  empire. 
Masterminded  universal  Internet  time, 
'Swatch  Beats,"  to  be  observed  by  this 
summer's  Olympians.  Latest  moves: 
The  first  Internet-  and  cell-phone- 
ready  watches  should  be  rolled  out  in 
Europe  by  year-end.  Time  off:  Often 
sports  6  watches.  Grooming  part-time 
actor  and  filmmaker  son  Nicolas  Jr.  as 
heir  apparent. 

Sergio  Mantegazza  and  family 

$2.5  BILLION  A 
Age:  72 

Claim  to  fame:  From  3  coaches  in  1928, 
Globus  8c  Cosmos  now  guides  half  a 
million  tourists  to  70  countries.  Owns 
charter  service  Monarch  Airlines,  with 
26  planes.  Combined  turnover  last  year 
was  $2.3  billion.  Latest  moves:  Sons 
Fabio,  44,  and  Paolo,  31,  oversee  Euro- 
pean and  American  offices,  respectively. 
Courting  baby  boomers  with  specialized 
tour  packages,  marketing  campaigns. 
Time  off:  Entertains  his  four  grandchil- 
dren in  Mediterranean  on  his  $36  mil- 
lion yacht,  Lady  Marina. 

MaHinEbner 


$1.9  BILLION  T 
Age:  54 

Claim  to  fame:  Slump  in  Swiss  market 
meant  a  flat  year  for  his  4  closed-end 
funds,  which  hold  stakes  in  global  blue- 
chips  like  Nestle,  HSBC,  Pirelli.  Rattled 
cages  of  staid  Roche  heirs  by  unsuccess- 


WHICH  IS  FASTER, 
YQURISAPM 
YOUR  COMPETITION'S? 

As    a    fractional    owner    of    a    Learjet*     or 
Challenger*  business  jet,  modern  CEOs  are  able 
to   respond   with   speed   and   spontaneity  due 
to    less   congested   airfields   and    personalized 
scheduling  built  around  their  specific  business 
needs.  We  offer  the  most  complete  range  jg 
Latest  technology  aircraft  available  tc 
while  there  may  be  other  options  to  Flexjet, 
there  can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits  of 
fractional   ownership    and    our    unprecedented 
level  of  personal  service  and  attention  to  detail, 
call  1-800-FLEXJET. 


www,  flexjet.  com 


FLEXJEZ 


BOMBARDIER 

AEROSPACE 


BANK  &  THRIFT  SPECIALISTS 

Seeking: 

•  Venture  Capital  Opportunities 

o 

•  Joint  Partner  Investors 


Keefe  Ventures,  LLC 
375  Park  Avenue,  New  York,  NY  10152  •  (212)  754-2000 


ULIONAIRESI  EUROPE 

fully  demanding  a  seat  on  board  after 
death  of  patriarch  Paul  Sacher.  Latest 
moves:  Boosting  stake  in  Credit  Suisse 
above  10%.  Backing  the  sale  of  his  Al- 
group  to  Canada's  Alcan,  for  $5.6  bil- 
lion, to  create  world's  second-largest 
aluminum  company. 


UNITED 
KINGDOM 

Gerald  Cavendish  Grosvenor 
and  family 

$5.5  BILLION  A 
Age:  48 

Claim  to  fame:  Britain's  richest  landowner, 
a.La.  the  Duke  of  Westminster,  contin- 
ues to  milk  profits  from  his  family's  vast 
real  estate  holdings.  He  chairs  $3  billion 
(assets)  property  firm  Grosvenor.  Hold- 
ings include  300  acres  in  London's  tony 
West  End.  Latest  moves:  Developing 
properties  in  14  countries,  including  Aus- 
tralia, Portugal.  Time  off:  Heads  several 
dozen  charitable  organizations. 

Richard  Branson 


$3.3  BILLION  A 
Age:  49 

Claim  to  fame:  Self-made  master  mar- 
keter created  one  of  Britain's  best- 
known  brands.  Latest  moves:  Sold  49% 
of  airline  Virgin  Atlantic  to  Singapore 
Airlines  for  $888  million  in  December. 
Last  year  launched  Virgin.com  and  Vir- 
gin Mobile,  which  hopes  to  be  the  first 
global  mobile  brand.  Other  holdings 
range  from  telecom  to  fashion.  For  fun: 
Skydiving,  hot-air  ballooning. 


Bernard  Ecclestone 

$2.2  BILLION  A 
Age:  69 


Claim  to  fame:  Turned  Formula  One  car 
racing  from  a  hobby  of  the  rich  and  ec- 
centric into  one  of  the  world's  most 
popular  sports.  Latest  moves:  Sold  50% 
of  Formula  One  Administration  to 
Morgan  Grenfell  and  Hellman  and 
Friedman,  for  $1.04  billion.  They  resold 
hom  is  Haffa  s  '  MTV  (see).  Owns 
.tnies  that  do  everything 
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from  travel  arrangements  for  Formula 
One  teams  to  selling  Formula  One  T 
shirts.  Time  off:  Recuperating  from 
major  heart  surgery. 

Terrence  Matthews 

$1.9  BILLION  • 
Age:  56 

Claim  to  fame:  Richest  Welshman  does 
computer  networking  business  in 
Canada.  His  Newbridge  Networks  is 
being  bought  out  by  French  telecom 
group  Alcatel  in  $7  billion  deal.  Latest 
moves:  Has  spent  the  past  20  years  build- 
ing a  1,400-acre  resort,  Celtic  Manor,  in 
Wales.  Plans  to  copy  it  in  Ontario.  Also 
active  in  high-tech  venture  capital.  For 
fun:  Sponsors  athletics  in  Wales,  includ- 
ing $1  million  rugby  center. 

Anthony  Bamfool 


$1.8  BILLION  A 

Age:  54 

Claim  to  fame:  Built  privately  held  JCB, 

the  company  his  father  started,  into  the 

world's  fifth-largest  manufacturer  of 

construction  equipment.  1999  revenues, 


$1.2  billion.  Latest  moves:  Expanding 
into  new  regions  (N.  America)  and  new 
sectors  (men's  clothing).  Company  in- 
vested $102  million  to  fulfill  its  plans  for 
global  manufacturing  operation.  For  fun: 
Collects  vintage  cars. 

John  Hargreaves  and  family 

$1.8  BILLION* 
Age:  56 

Claim  to  fame:  Started  with  a  market  stall. 
Inspired  by  Sam's  Club  in  the  U.S., 
founded  discount  membership  retailer 
Matalan.  Now  has  102  stores  and  $3.2 
billion  in  revenues.  Specializes  in  cloth- 
ing and  home  wares.  Latest  moves:  Rapid 
sales  growth  fueled  over  80%  increase 
in  stock  this  year.  Looking  to  expand 
Matalan  brand  into  home  shopping  cat- 
alogs and  financial  services  like  loans 
and  insurance.  For  fun:  Workaholic,  but 
devoted  soccer  fan. 


ByAshlea  Ebeling,  Chandrani  Ghosh, 
Lea  Goldman,  Christopher  Helman, 
Tomas  Kellner,  Louise  Rosen  and 
Cristina  von  Zeppelin 


3  Celanese 


A  key  to  success  in  the  global  chemical  industry  is  to  focus  on  one's  own  strengths. 

That's  why  we  rapidly  refocused  and  repositioned  our  company. 
We  are  now  concentrating  on  our  core  businesses,  in  which  we  are  a  worldwide  leader. 
This  will  allow  us  to  create  new  resources  for  growth  in  the  future. 

Our  next  step:  The  continuous  development  of  our  strengths  by  strategic 
investments  in  profitable  market  segments. 

Celanese  AG.  A  global  leader  in  the  chemical  industry,  www.celanese.com 
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You  re  in  the  e-game  to  win.  Go  with  the  managed  hosting  powerhouse  the  whole  industry  looks  up  to  -  Dig 
-Business  with  unparalleled  technical  expertise.  Grow  with  supremely  scalable  solutions.  Ass 
:cuiity  and  reliability.  Give  your  e-Business  one  massive  edge:  industry-leading  performance.  If  y« 

business  depends  on  the    Net,  depend  on  managed  Web  and  application  hosting  from  Digex.  The  one  player  ) 

want  on  your  team  if  you're  playing  to  win. 
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Born  Again  Turk 

Ferit  Sahenk  learned  from  his  father  that  success  means  keeping  pace 
with  the  times.  So  he's  going  at  it  with  a  vengeance. 


BY  JULIETTE  ROSSANT 

HALF-CENTURY-OLD  DOGUS 
Holding  Co.  is  another  con- 
struction and  banking  con- 
glomerate embracing  the  In- 
ternet. In  Turkey  no  one  is 
more  aggressive  about  information 
technology.  Leading  the  charge  is  Ferit 
Sahenk,  36-year-old  chief  executive. 

"Like  water,  this  company  adapts  to 
changing  situations,"  says  the  son  of 
Ayhan  Sahenk,  founder  of  Dogus  (pro- 
nounced DOUG-oosh,  literally  "birth"  in 
Turkish).  Witness  the  young  boss'  ele- 
gant office  in  Istanbul:  It's  paperless, 
save  for  a  well-thumbed  copy  of  The  GE 
Way  Fieldbook  on  his  desk.  A  thin  com- 
puter screen  displays  the  group's  new 
NTV-MSNBC  news  portal,  a  joint  venture 
between  MSNBC  and  Turkey's  leading 
all-news  channel.  The  content,  Sahenk 
proudly  notes,  is  produced  in  Turkish 
and  then  translated  into  English,  rather 
than  vice  versa. 

What  gets  the  naturally  enthusiastic 
Sahenk  most  excited  these  days  is  Ixir, 
the  group's  Internet  service  provider  and 
incubator.  The  Ixir  logo  is  everywhere  in 
Turkey-emblazoned  on  billboards,  in 
shop  windows,  in  newspaper  ads.  "We 
didn't  know  if  we'd  be  running  a  gold 
mine  or  a  grocery  store,"  says  Babur 
Ozden,  Ixir  chief  executive,  "so  we  came 
up  with  a  mysterious  name.  Now  every- 
one in  Turkey  is  talking  about  it." 

But  not  just  talking.  Subscriptions 

have  soared  from  10,000  at  its  February 

h  to  more  than  100,000  in  June, 

.irkey's  second-largest  ISP. 

numbers  in  this  region  are  rela- 
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tively  small,  but  Ixir  has  attracted  the 
young  with  its  own  hot  portals.  Un- 
daunted by  the  crash  in  U.S.  Internet 
values,  Sahenk  plans  to  take  it  public 
later  this  year. 

Dogus  has  reinvented  itself  before. 
Sahenk's  father,  now  71  and  chairman 
of  the  company,  made  Dogus  Insaat  a 
leading  builder  of  Turkish  roads,  ports 
and  hospitals.  He  diversified  into  bank- 
ing in  the  late  1970s.  That  is  now  the 
group's  core  business,  accounting  for 
70%  of  the  family's  $3.6  billion  fortune. 

But  Sahenk  kept  expanding.  While 
Turkey  evolved  from  a  state-controlled 
economy  toward  market  capitalism  in  the 
1980s,  he  branched  into  importing  and 
joint  ventures  in  automotive,  tourism  and 
food,  with  giants  like  Volkswagen,  Shera- 
ton and  ConAgra. 

In  1989  Ferit  Sahenk 
returned  to  Istanbul  with 
a  bachelor's  degree  in 
marketing  from  Boston 
College.  His  father  sent 
him  to  apprentice  at 
Dogus'  Garanti  Bank. 
After  eight  years  he 
moved  to  the  holding 
company  and  has  kept 
adding  pieces.  Since  1998 
he  has  acquired  two  food 
retail  chains  and  oper- 
ated NTV,  funding  the  expansion  by  sell- 
ing part  of  the  group's  Garanti  Bank  to 
the  public.  Understanding  that  top  talent 
is  essential  to  running  a  diverse  group, 
he  also  created  a  recruitment  division, 
Humanitas.  Revenues  last  year  at  pri- 
itdy  held  Dogus  Group  hit  $5.7  billion. 


"With  a  new 

product,  we 

go  to  our 

database. 

This  is 

our  edge," 


Along  the  way,  Ferit  Sahenk  has  be- 
come a  technology  zealot.  In  May  2000 
he  instituted  centralized  back-office  op- 
erations for  Dogus'  multiple  banks  and 
is  doing  the  same  for  its  auto  dealer- 
ships. To  its  banking  business,  Sahenk  is 
adding  leasing,  insurance  and  credit 
card  cash-back  schemes  like  those  of 
Discover  Card  in  the  U.S. — financial 
services  still  uncommon  in  Turkey. 

"When  we  come  up  with  a  new 
product,  we  can  go  right  to  our  cus- 
tomer database  for  direct  mail  or  even 
e-mail,"  says  Sahenk.  "This  is  our 
edge."  Thus,  a  Dogus  car  buyer  could 
potentially  become  a  Dogus  credit  card 
holder  or  lease  holder.  Few  other  Turk- 
ish companies  keep  such  customer 
databases.  He  hopes  to  make  Ixir 
the  backbone  of  these 
operations. 

Sahenk,  interviewed 
while  rushing  from  one 
Dogus  company  to  the 
next,  shows  no  signs  of 
slowing.  He  plans  to 
keep  seeking  a  piece  of  a 
Turkish  mobile  phone  li- 
cense after  one  bid  failed. 
And  he's  expressed  inter- 
est in  the  pending  priva- 
tization of  state-owned 
Turkish  Airlines.  To  pay 
for  such  purchases,  Sahenk  wants  to  do 
an  IPO  of  Dogus  Holding  next  year. 

The  current  transition  leaves  no  time 
to  rest.  He's  up  at  6  a.m.  each  day,  work- 
ing many  a  Saturday.  His  wife  wishes  he 
could  devote  more  time  to  a  priceless 
asset,  their  2 -year-old  daughter.  F 


cfnrrcm 


Not  sitting  still  while  the 
opportunities  explode  for  hi 
Turkish  family  conglomerat 
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The  Mideast  Phones  Home 


Oil  still  dominates  the  fortunes  of  commoners  and  kings  alike 
in  the  Middle  East.  So  as  oil  prices  rebounded  from  last 
year's  lows,  the  region's  rich  got  richer.  So  far,  the  New 
Economy  in  the  Middle  East  denotes  telecom,  since  computer  and 
Internet  penetration  remain  low  compared  to  Europe  and  the  U.S. 
But  telecom  is  sizzling.  Egypt's  first  billionaire,  Onsi  Sawiris, 
struck  gold  at  home  with  wireless  phone  concessions.  Lebanon's 


Rafik  Al-Hariri— eyeing  slow  growth  in  construction— is  hoping  tc 
do  the  same  in  South  Africa.  In  Turkey,  billionaire  Sahenk  and  Sa- 
banci  families  joined  to  bid  for  a  mobile  phone  license,  but  came 
up  short.  Other  Turks,  Mehmet  Emin  Karamehmet  and  his  fam- 
ily—who parachute  onto  our  list  at  a  whopping  $8  billion— look 
set  to  reap  possibly  billions  more  when  their  Turkcell  goes  public 
later  this  year.  Lots  for  some  in  the  region  to  talk  about. 


EGYPT 

Onsi  Sawiris  and  family 

$2.1  BILLION  • 
Age:  70 

Claim  to  fame:  I  ed  construction  giant 
Orascom  as  it  diversified  into  tourism 
and  telecom,  each  run  by  1  of  his  3  sons. 
Latest  quests:  Orascom  Telecom 
grabbed  18  mobile  phone  licenses  cov- 
ering 400  million  people  in  the  Middle 
last  and  Africa,  including  a  stake  in 
it's  own  MobiNil.  Also  expanding 
his  Egyptian  resorts  and  building  a 
I "  hotel  complex  in 
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Cairo.  Time  off:  Sailing  and  re- 
laxing at  their  Red  Sea  resorts. 

ISRAEL 

Sammy  and  Yuli  Qfer 

$2.1  BILLION  ▲ 
Ages:  80,  75 

Claim  to  fame:  Secretive  broth- 
ers run  global  shipping  empire. 
Monaco-based  Sammy  leads 
international  operations  while 
Yuli  spearheads  banking  and 
real  estate  from  Tel  Aviv.  The 
empire:  Expansive  family  hold- 
ings include  high-tech  indus- 
trial park,  marinas  and  hotels 
in  Israel,  and  upscale  shopping 
mall  in  Hungary.  Time  off:  Art 
collector  Sammy  was  named  in 
May  as  possible  buyer  of  a  Pi- 
casso, painted  in  just  over  2 
hours.  Price:  $28.6  million. 


Shari  Alison  Dorsman 

$2.1  BILLION* 
Age:  42 

Claim  to  fame:  Low-profile  mother  of  3 
inherited  late  father  Theodore  Arison's 
Israeli  operations,  as  well  as  a  sizable 
stake  in  Carnival  Cruise  Lines,  man- 
aged by  brother  Micky.  She  chairs  Ari- 
son  Holdings,  oversees  Arison  Founda- 
tion.  The  empire:  Includes  lucrative 
stakes  in  Bank  Hapoalim,  Israel's 
largest  bank.  Investments  in  Israel's 
burgeoning  tech  sector  include  Euro- 
corn,  big  phone  player  and  partner  with 
\okia.  Time  off:  Launched  Matan  (He- 


brew for  giving),  a  workplace  charir\ 
affiliated  with  United  Way. 

KUWAIT  I 

Nasser  Al-Kharafi  and  family 

$5.7  BILLION  ▲ 
Age:  57 

Claim  to  fame:  With  brothers,  runs  $2.6  bil- 
lion (revenues)  Mohammed  Abdul- 
mohsin  Al-Kharafi  &  Sons,  the  construc- 
tion-to-fast-food group  founded  by  thei 
father.  Latest  moves  Brother  Jassim  ele 
speaker  of  the  Kuwait  parliament.  Amer- 
icana food  division  saw  profit  grow  25%.  I 
Group  acquired  70%  of  newly  formec 
Egyptian  gas  distributor  National  Gas  < 


LEBANON 

Rafik  Al-Hariri  and  family 

$3.5  BILLION  ▲ 
Age:  56 

Claim  to  fame:  Construction  magnate  fo- 
cuses on  politics  these  days.  Son  Saad, 
30,  runs  contracting  company  Saudi 
Oger,  1999  revenues  $1.8  billion.  Latest 
quests:  Saudi  Oger  expanding  into  tele- 
com. Won  approval  from  South  Africa's 
TV  and  Radio  Authority,  Satra,  for  third 
GSM  license  and  awaits  final  award  by 
telecommunications  minister.  Talk  that 
Hariri  may  be  aiming  for  prime  minis- 
ter's spot  again.  Time  off:  The  Hariri 
Foundation  funds  clinics  and  education. 
Established  the  Hariri  Canadian  Acad- 
emy near  Beirut,  the  second  of  four 
planned  technology  institutes. 
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SAUDI  ARABIA 

Prince  Alwaleed  Bin  Talal  Bin 
Abdulaziz  Alsaud 


$20  BILLION  A 
Age:  43 

Claim  to  fame:  Enthusiastic  and  prodi- 
gious investor  in  mostly  U.S.  and  Eu- 
ropean blue-chip  stocks.  Typically 
buys  when  stocks  are  down  but  not 
out.  Latest  moves:  Took  advantage  of 
the  April  Nasdaq  rout  to  pump  $2  bil- 
lion into  a  basket  of  tech  and  con- 
sumer-oriented    shares.     Partially 
funded  the  buying  binge  with  a  $1  bil- 
lion sale  of  Citigroup  shares.  Citigroup 
still  his  largest  holding,  worth  a  recent 
billion.  For  fun:  Hangs  out  in  the 
th  his  entourage  and 
■•;  a  big-screen  televi- 


sion. Takes  long  power  walks  alone  in 
the  desert. 

Suliman  Qlayan  and  family 

$8  BILLION  ▲ 
Age:  81 

Claim  to  fame:  Value  investor  in  Euro- 
pean and  American  blue  chips.  His  3 
daughters  and  1  son  all  are  executives 
in  the  Olayan  Group.  Latest  moves: 
Olayan  bought  a  stake  in  MetLife's  IPO 
valued  at  more  than  $350  million.  In 
Saudi  Arabia  the  Olayan  Group  in- 
cludes 30  companies  plus  a  20%  stake 
of  Saudi  British  Bank. 

Saleh  Abdullah  Kamel 


$4  BILLION  A 

Age:  59 

Claim  to  fame:  His  Dallah  Albaraka  con- 


glomerate runs  a  regionwide  Islamic 
banking  empire,  real  estate  investments 
and  media  interests.  Latest  moves: 
Copying  his  successful  tourism  con- 
cept, Durrat  Al-Arous  in  Jeddah,  at 
other  sites  around  the  Middle  East. 
Chronic  moneyloser  Arab  Radio  & 
Television  (ART)  continues  to  flounder 
despite  further  capital  injection  of  $200 
million  and  expanding  American  view- 
ership.  Time  off:  Leaves  private  jet  idling 
on  tarmac  and  ART  vans  parked  outside 
of  the  Ritz  during  Cannes  Film  Festival. 

Saleh  Bin  Abdul  Aziz  Al  Rajhi 
and  family 

$3.6  BILLION  ▲ 

Claim  to  fame:  Family  runs  Al  Rajhi 
Banking  &  Investment  Corp.  (total  as- 
sets $10.2  billion),  which  operates  on 
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We 


9ve  been  through  turbulent  times  before. 


./Legardless  of  today's  market  climate,  the  future  includes  the  distinct  possibility  of 
uncertainty  and  volatility.  Not  surprisingly,  many  investors  feel  adrift,  unsure  where  to  turn 
for  advice.  Should  you  invest  more  in  bonds  or  equities?  More  in  small  caps  or  blue  chips? 
Or  keep  more  cash  on  hand?  While  nobody  can  promise  you  all  the  right  answers, 
U.S.  Trust  can  promise  you  something  invaluable:  expertise  based  on  experience. 

For  over  145  years,  through  periods  of  extreme  uncertainty,  we've  been  a  bedrock  of 
stability  for  our  clients,  providing  them  with  sound  advice  that  has  helped  preserve  and 
enhance  their  wealth.  In  the  process,  we've  become  one  of  America's  premier  investment 
advisory  and  wealth  management  firms.  To  learn  how  to  weather  the  market's  volatility, 
please  contact  Mark  Talt  in  California  at  1-800-292-1112  or  Jeff  Grubb  for  the  Pacific 
Northwest  at  1-800-767-2301  or  visit  www.ustrust.com. 


U.S. 
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Where  Have  All  the 
Oligarchs  Gone? 

Since  1997  five  Russians  have  made  FORBES'  list  of 
the  world's  billionaires.  In  August  1998  the  Russ- 
ian ruble  collapsed,  shrinking  their  fortunes— and 
knocking  them  off  the  list.  Now  Russia  is  growing 
again.  The  ruble  is  stable.  And  the  stock  market  has  re- 
bounded 435%  from  its  October  1998  low.  So  where  are 
the  former  billionaires? 

Not  back  on  our  list.  Turns  out  most  of  these  men  were  better  kleptocrats  than 
businessmen.  Call  them  crony  capitalists.  They  accumulated  their  fortunes  during 
the  economic  chaos  of  the  Yeltsin  era  by  buying  state  enterprises  at  virtually  no 

cost  or  sucking  the  cash  out  of  state  companies  they 
controlled.  In  Russia  these  fat  cats  were  popularly 
known  as  "the  oligarchs." 

Back  then  the  richest  was  Boris  Berezovsky.  His  car 
dealership,  TV  and  oil  interests,  and  airline  holdings 
were  worth  $3  billion  in  1997  Today  Berezovsky's  ORTTV 
^^__^_    network  gives  him  political  clout,  but  loses  an  estimated 
\  J     >^fc    *   ~1    $200  million  annually.  Last  year  a  government  cash  in- 
4     -      M    Htfl    fusion  saved  it  from  bankruptcy.  The  giant  oil  company 
*^^™  Sibneft,  in  which  Berezovsky  is  believed  to  retain  a  7% 

stake,  has  a  market  cap  of  $1.6  billion— down  68%  from 
1997  That  makes  his  share  worth  a  mere  $112  million. 
The  empires  of  Berezovsky  and  the  other  billionaires  on  our  list— Vladimir 
Potanin,  Mikhail  Khodorkovsky,  Vagit  Alekperov  and  Rem  Vyakhirev— have  been 
crippled  by  bad  management,  debts  and  endless  schemes  to  funnel  revenues  off- 
shore. Khodorkovsky  retains  a  controlling  stake  in  oil  giant  Yukos,  but  that  outfit's 
market  capitalization  is  down  73%  from  1997  to  $1.7  billion. 

Yes,  investors  are  returning  to  Russia.  But  they  have  shied  away  from  compa- 
nies associated  with  the  most  rapacious  of  the  oligarchs. 

Russian  entrepreneurs  are  learning  an  old  lesson:  Looting  may  be  a  good  way 
to  get  rich,  but  it's  a  bad  way  to  stay  rich.  —Paul  Klebnikov 


Rem 
Vyakhirev 


Islamic  principles,  paying  no  interest 
on  deposits.  Latest  moves:  Increasing 
automation,  expanding  women's  bank- 
ing branches.  Remains  Saudi  Arabia's 
leading  consumer  bank.  Founding 
brothers  also  control  country's  largest 
poultry  farm,  vast  real  estate  holdings. 

Mohammed  Abdul  Latif 
Jameel  and  family 

$3.5  BILLION  • 

Claim  to  fame:  Abdul  Latif  Jameel  Group 

the  world''  largest  Toyota  dealer,  with 

■  the  Middle  Fast,  Central 


Asia  and  China.  In  the  U.K.  they  oper- 
ate Hartwell  and  Trimoco  car  dealer- 
ships. Also  run  Saudi  Arabia's  largest 
consumer  finance  company.  Latest 
moves:  Completing  hotel  complex  in 
Mecca,  expanding  pilgrimage  services 
in  Medina  and  Mecca.  In  the  U.S.  Jay- 
mont  (USA)  Inc.  controls  trophy  prop- 
erties valued  at  nearly  $1  billion. 


Abdul  Al  Rahman  Al  Jeraisy 

$2  BILLION* 
Age:  68 


starting  with  office  furniture,  later 
adding  office  equipment  and  com- 
puters. Sold  the  first  computers  in 
Saudi;  now  also  manufacturing  them. 
Latest  moves:  Launched  an  Internet 
service  provider  with  Bahrain's 
Batelco.  Hosted  an  "e-office"  booth  at 
the  first  Saudi  Comdex  in  April. 
Added  4  factories,  including  a  joint 
venture  for  furniture  with  U.S.'  Steel- 
case  Inc.  Time  off:  Longtime  head  of 
Riyadh  and  Saudi  Chambers  of 
Commerce. 

SOUTH  AFRICA 

Nicky  Qppenheimer  and  family 

$2.8  BILLION  ▲ 
Age:  55 

Claim  to  fame:  Heir  to  the  world's  largest 
diamond  empire,  the  De  Beers  chair- 
man is  helping  reposition  the  company 
for  this  century.  Latest  moves:  Millen- 
nium celebration  led  to  record  dia- 
mond sales  of  $5.2  billion.  Nicky  is 
working  to  convince  the  U.S.  to  reverse 
longstanding  antitrust  charges  against 
De  Beers.  Also  has  a  secretive  private 
equity  group,  Task  Holdings,  focused 
on  investments  in  tech  companies.  Time 
off:  When  in  England,  family  eats  or- 
ganic foods  from  their  farm. 


Claim  to  fame:  Built  a  retailing  empire 


Forever  dia- 
monds: dazzling 
year  for  Oppen- 
heimer  heir. 
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AUTOMATING  THE  INFORMATION  AGE  • 


Manage  your  e-mess. 


Autonomy  -  •* 


C 


Solutions  for  Automating 

Corporate,  E-Commerce,  and 

New  Media  Portals 


There's  a  name  for  the  Web  pages,  emails,  and  documents  overwhelming  your  company:  e-mess.  And  buried  in  the  e-mess  is 
business-critical  information  -  the  currency  of  the  information  economy.  Fortunately,  there's  a  way  to  make  sense  of  it  all  -  automatically 
Ifs  called  Autonomy*  The  only  solution  that  personalizes,  categorizes,  links,  and  delivers  the  gold  buried  in  your  e-mess.  No  more 
manual  tagging.  No  more  junk-laden  keyword  searches.  Just  critical  information  delivered  instantly  and  automatically.  Reduce 
costs,  optimize  efficiencies,  and  clean  up  your  e-mess.  Get  the  only  solution  that  automates  your  e-world  -  Autonomy  www.autonomy.com 
Manage  your  e-mess.  Call  1-877-243-9955  to  get  a  free  demo  CD  and  information  on  a  seminar  in  your  area. 
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TURKEY 

Mehmet  Emin  Karamehmet 
and  family 

$8  BILLION  • 

Claim  to  fame:  Family's  Cukurova 
Group  has  interests  in  media, 
tourism,  banking  and  steel.  Controls 
two  leading  consumer  banks,  Yapi 
Kredi  and  Pamukbank,  and  Turkey's 
leading  ISP,  Superonline.  Latest 
moves:  Preparing  for  global  IPO  of 
dominant  mobile  phone  provider, 
Turkcell.  Cukurova  owns  about  40%; 
Finland's  Sonera  has  some  35%.  Time 
off:  Media-shy  family  avoids  contact 
with  the  press. 

Sakip  Sabanci  and  family 

$5.7  BILLION  A 

Age:  67 

Claim  to  fame:  Controls  Turkey's  largest 

holding  company.  Has  joint  ventures 

producing  cigarettes,  tires,  cars  as  well  as 

retail,  distribution  and  banking.  Latest 

moves:  Lost  bid  with  Sahenk  (see)  for 


country's  third  GSM  license.  Com- 
menced operations  of  DuPont-Sabanci, 
the  largest  polyester  producer  in  Europe 
and  the  Middle  East.  Launched  tire-cord 
joint  ventures,  also  with  DuPont,  in  Ar- 
gentina and  Brazil.  Time  off:  Family- 
funded  Sabanci  University  opened  Octo- 
ber 1999.  All  300  students  given  laptops. 

Rahmi  Koc  and  family 

$4.4  BILLION  A 
Age:  69 

Claim  to  fame:  From  cars  and  consumer 
goods  production  to  banking,  through 
publicly  traded  Koc  Holding.  Esti- 
mated 1999  revenues:  $1 1.2  billion. 
Latest  moves:  Restructured  durable 
goods  division  to  combine  distribution 
and  marketing  companies  of  Arcelik, 
Ardem  and  Beko.  Arcelik  is  now  sixth- 
largest  durable  goods  manufacturer  in 
Europe,  with  1 1%  of  the  U.K.  market 
in  refrigerators.  Time  off:  Plowed  $150 
million  into  Koc  University  since  1993. 
Spent  another  $60  million  for  new 
campus  on  the  Bosphorus. 


Ayhan  Sahenk  and  family 

$3.6  BILLION  A 
Age:  71 

See  story,  p.  220. 

UNITED  ARAB 
EMIRATES 

Abdul-Aziz  Al-Ghurair 

and  family       

$2.4  BILLION  A 
Age:  46 

Claim  to  fame:  Heads  family's  Mashreq- 
Bank  (total  assets,  $5.4  billion),  one  of 
most  profitable  banks  in  the  U.A.E.  Lat- 
est moves:  Expanding  National  Flour 
Mill  in  Dubai's  Jebel  Ali  Free  Zone.  Set- . 
ting  up  edible  oil  refinery.  Spending 
$380  million  to  turn  their  Al-Ghurair 
Center  in  Dubai  into  shopping,  busi- 
ness, entertainment  mall.  Time  off:  Skis 
in  Europe,  water  skis,  paraglides. 

By  Juliette  Rossant,  Lea  Goldman  and 
Luisa  Kroll. 
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Do  you  want  your  sales  force  knocking 
on  doors  or  knocking  down  doors?  Docent's 
award-winning  eLearning  solutions  turn 
your  sales  team  into  a  powerhouse  by 
providing  them  with  the  information  and 
confidence  to  succeed,  introduce  new 
products  more  effectively  and  ramp  up  in 
less  time.  And  faster  time  to  market  results 
in  a  measurable  return  on  your  investment. 
With  Docent,  you'll  open  more  business 
and  generate  more  revenue.  Contact  us  at 
1-888-DOCENT5,  1-650-934-9500,  or 
email  us  at  info@docent.com. 


www.docent.com 
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Garage.com  salutes  the  more  than  600  teams  of  student  entrepreneurs 
from  143  universities  that  entered  our  inaugural  PLANedu 
national  business  plan  competition.  Garage.com  would  also  * 
like  to  thank  Charles  Schwab,  Forbes  magazine,  Grant       v 
Thornton,  Hewlett-Packard,  IBM,  Safeguard  Scientifics,  and  \\\^"  ' 
Sprint  for  their  generous  support  in  making  PLANedu  a      **» 
tremendous  success.  ^^ 

garagelTtcom 

we  start  up  startups 


Gei  mrously  sponsored  by: 

brbes 


SAFEGUARD 

INABIINt.   I  Ml    DH.ilAI    ICUNOMV 


m 


Sprint 


Charles  Schwab 


Grand  Prize  S150K 


of  California.  San 


Sandra  IMaugh 


S50K 

KnowNow 

/ersity  of  California,  Irvine 

Team: 

RohitKhare 

Peyman  Oreizy 


Kwaish 

Stanford  University 

Team: 

ArieGrapa 

Mala  Ramakrishnan 

Jonathan  Wu 


S25K 
Fluid  Bandwidth 

liversity  of  Texas  at  Austin 

Team: 
Timm  Peddie 


S25K 
redFOUO 

Purdue  University 

Team: 

Herman  Estrada 

Veneeth  Iyengar 

Clifford  Travis 


Thanks  to  the  PLANedu  judges: 


Michael  Bolton.  Safeguard  Scientiftcs 

Ellen  Hancock.  Exodus  Communications 

Steve  Jurvetson,  Draper  Fisher  Jurvetson 

Marleen  McDaniel.  Women.com 

Geoffrey  Moore,  Mohr  Davidow  Ventures 

Jacqueline  Neufeld.  Grant  Thornton 


Michael  Robertson.  MP3.com 

Jonathan  Seelig.  Akamai 

Chris  Shipley.  IDG  Demo  Conferences 

Bob  Timpson.  IBM 

Bob  Young.  Red  Hat 
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Brazil's 
TV  Titans 

The  changing  of  the  guard  at  the  family-owned 
Globo  group  wasn't  easy.  But  a  three-brothers 
act  looks  to  have  its  timing  down  right. 


BY  KERRY  A.  DOLAN  WITH  ALEXAND 

SHIFTING  LEADERSHIP  FROM 
one  generation  to  the  next  in 
a  family  company  is  always 
difficult.  It's  even  harder  if  the 
patriarch  is  one  of  the  most 
powerful  people  in  the  country. 

Take  the  case  of  Brazil's  Roberto 
Marinho,  head  of  Latin  America's 
largest  media  group,  Organizacoes 
Globo.  Equipped  with  ample  political 
connections  and  control  of  the  air- 
waves through  his  group's  powerful  TV 
Globo  network,  Marinho,  now  95, 
gained  a  reputation  in  the  1980s  as  a 
kingmaker  for  selecting  one  Brazilian 
presidential  candidate  and  influencing 
more  than  one  election. 

Which  meant  big  shoes  to  fill  for  his 
three  sons,  who  were  without  the  bene- 
fit of  a  clearly  defined  succession  plan. 
Perhaps  that  was  a  blessing  in  disguise. 
Lett  to  decide  things  themselves,  the 
brothers  brought  in  a  consultant  spe- 
cializing in  family  businesses.  "The  first 
and  most  painful  decision  we  made  was 
that  00  one  was  going  to  succeed  my  fa- 
ther," recalls  Roberto  Irineu  Marinho, 
A si  son  and  onetime  heir  appar- 
three  (  ^ether  were 

ia  eed  Father." 
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That  decision,  difficult  as  it  may 
have  been,  helped  lay  the  foundation 
for  transforming  a  paternalistic  com- 
pany into  a  globally  ambitious  group 
willing  to  embrace  new  technologies 
and  modern  management  strategies. 

As  insular  Brazil — the  world's 
eighth-largest  economy — opens  to  the 
globe,  other  family-owned  companies 
there  are  selling  their  operations  whole- 
sale to  foreign  firms.  Not  the  Marinhos. 
They're  committed  to  keeping  their 
business  in  the  family,  but  up  to  speed. 

The  latest  evidence  of  the  group's 
embracing  new  technologies  came  in 
early  June,  when  Telecom  Italia  agreed 
to  pay  $810  million  for  30%  of  the 
Globo  group's  new  Internet  portal, 
Globo.com.  The  sum  is  the  largest 
amount  yet  invested  in  a  Latin  Ameri- 
can Internet  operation.  And  the  linkage 
will  eventually  allow  Globo  to  deliver 
its  plentiful,  popular  content  over  wire- 
less phones. 

The  Marinho  brothers — Roberto 
Irineu,  Joao  Roberto  and  Jose 
Roberto — interrupt  one  another  in 
their  enthusiasm  about  the  new  deal. 
Over  lunch  in  the  expansive  Rio  de 
Janeiro  office  they  share,  the  three  de- 


ose  Roberto 
larinho 

he  management  and  the 
rategy  of  the  group  always 
>mes  from  the  three  of  us." 


•1" 


Joao  Roberto 
Marinho 

"The  only  thing  my  father  said 
to  us  was,  'Okay,  do  anything, 
but  begin  in  the  newsroom.'" 


top-quality  content,  take  Organizacoes 
Globo  into  the  world  of  new  media  and 
expand  beyond  Brazil  into  other  Latin 
American  markets. 

They're  doing  so  from  a  strong 
base.  Last  year  the  Globo  group  sucked 
up  fully  half  of  the  $4.4  billion  spent  on 
Brazilian  advertising.  Its  TV  Globo  net- 
work— the  world's  fifth  largest  in  terms 
of  audience — claims  slightly  more  than 
half  of  the  Brazilian  audience,  but  77% 
of  television  ad  revenues.  Its  nighttime 
telenovelas — steamy  soap  operas — are  a 
huge  draw.  It  owns  the  country's  dom- 
inant radio  network  and  the  second- 
largest  magazine  group,  plus  cable  and 
satellite  TV  services.  Revenues  last  year, 
during  a  recession  and  devaluation  in 
Brazil,  totaled  $2.8  billion.  The  family's 
holdings  are  valued  at  a  conservative 
$6.4  billion. 

Globo  is  also  forging  ahead  on 
broadband  Internet  access.  Its  listed 
subsidiary  Globo  Cabo,  Brazil's  largest 
cable  TV  provider,  has  laid  15,000  miles 
of  coaxial  cable  past  almost  5  million 
homes.  Last  August  Microsoft  bought  a 
9.6%  stake  in  Globo  Cabo  for  $126  mil- 
lion in  cash.  In  December  the  company 
launched  Virtua,  a  high-speed  residen- 
tial broadband  service  available  only  to 
Globo  Cabo's  pay- TV  subscribers.  So 
far  it  has  signed  up  25,000  users. 

Globo  didn't  always  have  such 
grand  ambitions.  Roberto  Irineu  Mar- 
inho— for  whom  his  eldest  grandson  is 
named — founded  O  Globo  newspaper 
in  1925  out  of  three  rooms  rented  from 
a  technical  school,  but  he  died  less  than 
a  month  later.  His  son  Roberto,  then 
just  21,  took  over,  slowly  building  the 
paper  into  Rio  de  Janeiro's  largest  daily. 
In  the  1940s  and  50s,  he  added  radio 
stations,  comic  books,  and  real  estate. 
He  moved  into  television  in  1965,  find- 
ing favor  under  Brazil's  military  dicta- 
torship. The  TV  network  became 
Brazil's  most  successful — and  most 
powerful.  It  was  in  the  mid  1980s,  at 
the  peak  of  his  power,  that  Marinho 
was  sometimes  dubbed  the  Citizen 
Kane  of  Brazil. 

Meanwhile,  the  Marinho  boys  had 
entered  the  family  business.  Roberto 
Irineu,  now  52,  started  working  at  the 
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O  Globo  printing  press  when  he  was  just 
16,  then  moved  to  the  newsroom  two 
years  later.  His  two  brothers  also  started 
at  the  paper  when  they  were  teenagers. 

"My  father  never  directed  us  very 
much  in  how  to  build  a  career,"  recalls 
Joao  Roberto,  the  thoughtful,  often 
somber  brother.  "The  only  thing  he  re- 
ally said  was,  'Okay,  you  can  do  any- 
thing, but  you  begin  in  the  newsroom.' " 
All  three  went  to  university  in  Brazil, 
while  working  as  reporters  at  O  Globo. 
They  later  moved  into  management 
within  the  group.  Roberto  Irineu,  the 
most  voluble  of  the  three,  ran  TV  Globo; 
Joao  Roberto,  now  46,  headed  the  news- 
paper; Jose  Roberto,  now  44,  the  radio 
stations.  All  continued  to  discuss  busi- 
ness decisions  with — and  get  approval 
from — their  aging  father. 

In  the  early  1990s  the  three  began  to 
take  a  closer  look  at  the  group. 
Globo  was  still  the  dominant 
media  company,  but  faced  with 
competition  from  Hollywood  and 
other  Brazilian  programmers,  au- 
dience share  was  beginning  to 
shrink.  With  the  help  of  consul- 
tants Booz,  Allen  &  Hamilton,  the 
three  pinpointed  several  weak- 
nesses: lack  of  focus,  no  succes- 
sion plan,  lack  of  synergy  in  the 
group  and  the  need  for  profes- 
sional management 

Solution:  Focus  the  business 
00  media,  communications  and 
distribution  Starting  in  1993  they 
began  selling  off  noncore  hold- 
ings, including  a  food  processing 
business,  An  investment  bank  and  a 
hotel.  They  also  reorganized  the  group 
into  three  distinct  areas  so  units  were 
no  longer  competing  with  one  another 
for  advertising.  "There  is  a  storv  that 
the  first  general  ion  builds  the  business, 
the  second  generation  consolidates  the 
business  and  the  third  generation  de- 
stroys it,"  explains  Roberto  Irineu, 
adding  that  they  saw  it  happen  to  oth- 
ers. "  I  hat  worried  us  a  lot."  It  also 
npted  them  in  1998  to  remove 
■  from  -  to  d.w  manage- 
■  mals  to  run 


the  media  assets  so  they  could  work  on 
strategic  planning.  It  wasn't  an  easy  de- 
cision. "I  ran  the  TV  for  21  years,  and 
there  was  so  much  excitement  [there]," 
sighs  Roberto  Irineu. 

Next  came  the  succession  plan.  To 
help,  they  brought  in  Ivan  Landsberg,  a 
New  Haven,  Conn. -based  consultant 
who  specializes  in  family-owned  busi- 
nesses. With  his  guidance,  they  decided 
to  lead  as  a  threesome.  Thus,  each  has 
the  title  of  vice  chairman;  to  facilitate 
communication,  the  three  share  an  ex- 
pansive office  with  a  panoramic  view  of 
Rio  de  Janeiro.  They  also  decided  (re- 
membering Dad's  proclivities)  that  if  any 
one  of  them  becomes  a  politician,  he  will 
immediately  lose  all  voting  rights.  "The 
best  of  successions  is  exactly  the  way  it 
happened  [with  the  Marinhos],"  says 
Landsberg.  "The  impetus  for  change 


"Father  didn't  like 

to  discuss 

succession,  but 

every  step  was 

discussed,  and  he 

approved 
everything," 


needs  to  be  driven  by  the  people  who 
have  to  live  with  the  decision." 

Roberto  Irineu  oversees  strategic 
planning  and  implementation,  Joao 
Roberto  handles  governmental  rela- 
tions and  editorial  policy,  and  Jose 
Roberto  takes  charge  of  community  re- 
lations and  the  Roberto  Marinho 
Foundation.  "But  the  management  and 
the  strategy  of  the  group  always  comes 
from  the  three  of  us,"  adds  Jose 
Roberto.  And  their  father?  "He  didn't 
like  to  discuss  succession,"  says  Roberto 
Irineu,  "but  every  step  was  discussed 
before  it  was  approved,  and  he  ap- 
proved everything."  He  still  comes  into 
the  office  but  lets  his  sons  do  the  work. 
The  next  generation — Joao  Roberto 
and  Jose  Roberto  each  have  children  in 
their  early  20s — will  face  tougher  hur- 
dles to  join  the  management  ranks.  "To 
work  in  our  company,  our  sons 
will  have  to  suffer  a  little  bit,"  ex- 
plains Roberto  Irineu.  Which 
means  they  either  have  to  get  an 
M.B.A.  or  work  at  least  four  years 
in  another  company  at  a  manage- 
ment level,  or  perhaps  both.  Dur- 
ing an  interview,  the  brothers  dis- 
agreed in  Portuguese  on  what 
exactiy  they'd  decided. 

In  the  meantime,  the  Marin- 
hos have  big  goals.  First,  there's 
the  wireless  Internet  access  with 
Telecom  Italia,  which  has  3  million 
mobile  phone  customers  in  Brazil. 
To  expand  Globo's  geographical 
reach,  the  two  companies  hope  to 
launch  a  regional  Internet  portal 
in  Spanish,  the  language  of  Brazil's 
neighbors.  And  Roberto  Irineu  dangles 
the  possibility  of  TV  coproductions  with 
another  Spanish -language  media  group. 
Someday,  the  bulk  of  Globo  may 
even  go  public.  A  constitutional  amend- 
ment making  its  way  through  the  Brazil- 
ian Congress  would  let  foreign  firms  buy 
up  to  30%  of  Brazilian  media  compa- 
nies. If  it  passes,  the  family  would  con- 
sider listing  the  TV,  publishing  and  media 
arms.  That  would  be  the  next  big  step  in 
an  ongoing  transition — not  just  for  the 
family,  but  for  the  country.  F 
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^  Your  wit  and  wisdom  may  be 
irreplaceable,  but  the  55%  of  your 
estate  can.  and  should,  be  preserved. 
At  Jefferson  Pilot  Financial,  we  can 
help  you  make  sure  that  the  epilogue 
to  your  life  story  is  satisfying  reading. 
Let  our  trained  professionals  help 
you  devise  a  plan  for  the  efficient 
transfer  of  your  estate  to  your  heirs 
—  rather  than  primarily  to  Uncle 
Sam.  By  so  doing,  the  memory  of 
your  wit,  and  especially  of  your 
wisdom,  will  never  be  dimmed. 
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The  Americas  Arrive  Late 


Latin  America  and  Canada  may  technically  be  the  New 
World,  but  today  they're  just  beginning  to  straddle  the  Old 
and  New  economies.  Canada  produced  new  telecom  bil- 
lionaires like  David  and  Cliff  Lede,  who  jumped  in  on  the  tech 
IPO  boom  with  fiber-optics  concern  360Networks.  Latin  Amer- 
ica has  yet  to  spawn  a  purely  New  Economy  billionaire.  In  Brazil 
the  Marinho  family's  wealth  did  climb  $1.9  billion  after  Telecom 


Italia  agreed  to  buy  a  chunk  of  their  Globo.com  portal,  but  they 
had  a  multibillion-dollar  base  in  a  mammoth  media  empire. 
Other  Latin  Americans  didn't  fare  so  well.  A  28%  devaluation  in 
the  Colombian  peso  knocked  all  the  Colombians  off  our  list. 
Neither  did  any  Chileans  make  the  cut.  Even  Carlos  Slim  Helu, 
Latin  America's  richest  man,  finished  $100  million  lower  on 
paper  than  he  did  a  year  ago. 


ARGENTINA 

Gregorio  Perez  Companc 
and  iamily 


$2.1  BILLION  T 
Age:  65 

Claim  to  fame:  Media-shy  head  of  Perez 
Companc,  Argentina's  second-largest 
oil  company.  1999  revenues  were 
down  3%  to  $1.27  billion.  Latest 
moves:  The  family  strengthened  its 
hand  last  year  by  forming  a  new  pub- 
lic holding  company,  PC  Holdings. 
Perez  Companc  shareholders  traded 
voting  shares  for  nonvoting  shares; 
now  the  Perez  Companc  family  owns 
58%  of  the  company  but  has  80%  vot- 
ing control.  Family  also  selling  19% 
stake  in  Banco  Rio  de  la  Plata. 

BRAZIL 

Roberto  Marinho  and  family 

$6.4  BILLION  A 

Age:  95 

See  story,  p.  232 

Joseph  and  Moise  Safra 

$3  BILLION  • 
Ages:  61.  65 

Claim  to  fame:  Banking  scions  with  a 
flair  lor  telecom  investments.  Both  sit 
on  the  board  ol  Sao  Paulo-basal  Banco 
Safra,  founded  by  their  lather  in  1957, 
but  Joseph  runs  the  show.  Latest  moves: 
Cellular  phone  I-  tidings  with  Bell 
South  in  Sao  Paulo  and  Israel  flourish- 
ing. Older  brothei  J  renowned  bil- 
lionaire Wanker  Ed     md  Safra  died  last 


November  in  a  fire  in  his  Monte  Carlo " 
apartment.  Majority  of  Edmond's  for- 
tune reportedly  willed  to  charity. 

Aloysio  de  Andrade  Faria 

$2.8  BILLION  A 
Age:  79 

Claim  to  fame:  High-energy  banker.  Sold 
commercial  part  of  Banco  Real  to  ABN 
Amro  in  1998  for  $2.1  billion.  Now 
heads  activities  of  remaining  assets, 
dubbed  Alfa  Holdings.  Brazil's  largest 
producer  of  palm  oil.  Latest  moves: 
Opened  a  commercial  bank  with  five 
branches  last  August;  hopes  to  expand 
through  the  Internet.  Invested  in  a 
Brazilian  tourism  Web  portal.  For  fun: 
Raises  horses  and  Holstein  cattle  at 
ranch  in  Sao  Paulo  state; 
visits  his  12,000-acre 
farm  in  southern  Bra/il. 

Jose  and  Antonio 
Ermirio  de  Moraes 
and  family 

$2  BILLION  ▼ 
Ages:  74,  72 

Claim  to  fame:  Revered 
voices  in  Brazil's  business 
community.  Head  Vo- 
torantim,  Brazil's  largest 
private  conglomerate. 
Big  in  cement,  pulp  and 
paper,  aluminum.  Group 
revenues  last  year  were 
$2.8  billion.  Latest  moves: 
Its  pulp  and  paper  sub- 
sidiary Votorantim  Celu- 
lose  e  Papel  listed  ADRs 
on  the  NYSE  in  March. 


The  group's  aluminum  company, 
Companhia  Brasileira  de  Aluminio, 
started  selling  over  the  Web. 

CANADA 

Kenneth  R.  Thomson 

$16.1  BILLION  A 
Age:  76 

Claim  to  fame:  Controls  Thomson 
Corp.,  purveyor  of  legal  (West  Publish- 
ing) and  financial  (First  Call)  informa- 
tion, and  owner  of  55  North  American, 
newspapers.  Latest  moves:  Plans  to  slim 
down  empire  by  selling  all  newspapers 
except  the  Globe  &  Mail,  the  nation's 
flagship  daily.  Will  buy  rival  info  com- 
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Peck.  Peck.  Peck. 

The  brash,  young  ISPs  keep  saying  you  should  throw  out  your 
current  technology.  The  Internet  is  the  only  thing  you  need.  But  what 
if  you're  not  ready?  What  if  you  still  want  your  private  network? 

Then  maybe  you  shouldn't  be  working  with  an  ISP.  Maybe  you 
should  be  working  with  us.  As  one  of  the  world's  largest  Internet 
providers,  WorldCom5"  not  only  offers  all  the  connectivity  and  hosting 
services  ISPs  can.  We  offer  all  the  other  data  services  they  can't. 
Public  or  private.  DSL  or  VPN.  Wireless  or  Voice  over  Frame. 

Look,  the  Internet  is  a  wonderful  technology  that  should  be  a  part 
of  any  growing  business.  We  just  don't  think  you  should  be  forced  to 
bet  the  farm  on  it. 

For  more  information,  visit  us  at  www.wcom.com/generationd. 


generation  d 
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pany  Primark  for  $1  billion.  Time  off: 
Donates  to  Toronto  Symphony  Orches- 
tra's concert  hall.  Has  one  of  Canada's 
finest  private  art  collections. 

James,  Arthur  and  Jack  Irving 

$4.1  BILLION  A 
Ages:  72,  70,  68 

Claim  to  fame:  Largest  private  landown- 
ers in  Canada.  Businesses  span  oil,  gas, 
timber,  construction,  trucking,  ship- 
building, publishing,  potato  farms. 
Their  St.  John  oil  refinery  is  Canada's 
biggest.  Latest  moves:  Own  more  than 
700  service  stations  and  have  expanded 
into  New  England.  Training  Arthur's 
sons,  Kenneth  and  Arthur  Jr.,  to  take 
the  reins.  Time  off:  Sponsor  industry- 
related  educational  programs. 


Charles  Bronfman 

$3.3  BILLION  T 
Age:  69 


Claim  to  fame:  Cochair  of  liquor  and 
entertainment  giant  Seagram.  Run  by 
nephew  Edgar  Jr.,  Seagram  is  focusing 
more  on  music  and  movies.  Latest 
moves:  Recently  bought  $18  million 
penthouse  on  New  York's  Central 
Park.  Time  off:  Chairs  United  Jewish 
Communities.  With  other  Canadian 
billionaires  like  Galen  Weston  (see) 
and  Harrison  McCain,  launched 
www.histori.ca,  site  dedicated  to 
Canada's  culture  and  history. 

Jeffrey  Skoll 


$2.9  BILLION  ▼ 
Age:  35 

Claim  to  fame:  Cofounder  of  online 
bazaar  Ebay,  one  oi  a  handful  of  prof- 
itable Internet  companies.  Latest  moves: 
Has  seen  his  net  worth  cut  in  half  since 
Ebay  shares  hit  a  high  in  March.  Time 
off:  Philanthropy,  including  bringing  In- 
ternet access  to  disadvantaged  schools. 
Donated  $5  million  each  to  alma  maters 
Stanford  and  University  of  Toronto. 

W.  Galen  Wt^t  in 

$2.4  BILLION  ▲ 

Age:  59 

Claim  to  lame:  Conti.  gi   Weston 
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Limited,  a  $14  billion  (sales)  retail  food 
and  food  processing  giant.  Maker  of 
Wonder  Bread  in  Canada  and  Girl  Scout 
cookies.  Wife  Hilary,  58,  is  former  model 
and  Lieutenant  Governor  of  Ontario. 
The  empire:  Holdings  also  include  Holt 
Renfrew  (Canada's  version  of  Neiman 
Marcus),  and  2  exclusive  residential  de- 
velopments in  Florida,  Windsor  and  Or- 
chid Island.  For  fun:  Gave  up  polo  to  con- 
centrate on  golf. 

David  and  Cliff  Lede 

$2.1  BILLION  • 
Ages:  52,  44 

Claim  to  fame:  Lured  former  Microsoft 
chief  financial  officer  Greg  Maffei  to 
run  their  nascent  fiber-optics  com- 
pany, 360Networks,  which  went  pub- 


biotech  research.  Built  new  drug  fac 
tory,  Canada's  largest,  for  $1 15  million. 
Attacking  Lilly's  Prozac  patent  in  court 
Time  off:  Very  little.  "People  tell  me  life 
is  short,  and  I  say,  'Yeah,  so  I  better  get 
the  work  done.'" 

James  Partisan 

$1.9  BILLION* 
Age:  71 

Claim  to  fame:  Richest  in  British  Co- 
lumbia. Started  with  a  single  GM  deal- 
ership, now  big  in  food,  packaging,  su- 
permarkets and  signs.  The  empire:! 
Nearly  3  dozen  Old  Economy  compa-l 
nies,  including  Ripley's  "Believe  It  orl 
Not!"  and  Madame  Tussaud's.  Says  he| 
only  enters  businesses  he  can  under- 
stand. For  fun:  Boating  around  Vancou-I 


kV-' 


Lending  a  hand:  Charles 
Bronfman  has  his  charities. 


lie  in  April.  Started  with  Ledcor,  their 
lather's  contracting  and  construction 
operation.  Latest  moves:  Plan  to  have 
56,000-mile  global  network  in  place  by 
next  year.  Billionaires  Michael  Dell 
(see)  and  Terry  Matthews  (see)  sit  on 
an  advisory  board  for  360Networks. 

Bernard  (Barry)  Sherman 

$1.9  BILLION* 
Age:  58 

Claim  to  fame:  Generic  drugs.  Founded 
Apotex  1974,  now  $500  million  sales. 
Prolific  litigator,  challenging  patents  of 
drug  developers.  Also  40%  stake  in 
I  V  Barr  Laboratories,  a  pharmacist  to 
Wal-Mart.  Latest  moves:  Investing  in 


ver.  Owns  Frank  Sinatra's  former  home 
in  Palm  Springs. 

Edward  S.  (Ted)  Rogers 

$1.7  BILLION  A 
Age:  67 

Claim  to  fame:  Starting  40  years  ago  with 
FM  radio,  this  seat-of-the-pants  leader 
built  Rogers  Communications  into 
Canada's  largest  cable  and  wireless 
company,  with  $2.1  billion  in  revenues. 
Latest  moves:  Strength  in  cable  stocks 
boosted  net  worth  42%  since  last  year. 
Recently  signed  $2  billion  asset  swap 
with  Shaw  Communications.  Time  off: 
Workaholic.  Occasionally  gets  to  Ba- 
hamas for  a  yacht  cruise. 


knowledge. 


takes  soun 


Today,  providing  professional  online  learning  takes  more 
ictional  design,  relevant  and  engaging  courses,  and  a  choice 


of  learning  methods.  It  takes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively 
for  the  Web,  Element  K  offers  instructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference 
library  and  dynamic  interaction  with  experts  and  peers.  Element  K  hosts  a  rich  learning  environment 
integrated  with  a  powerful  learning  management  system.  Unlock  the  power  of  knowledge. 
Experience  www.elementk.com  Call   1-800-434-3466 


Formerly  ZDU.com 


Copyright  ©  2000  Flement  K  Content  LLC.  All  rights  reserved. 
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MEXICO 

Carlos  Slim  Helu 


$7.9  BILLION  ▼ 
Age:  60 

Claim  to  fame:  Latin  America's  richest 
man.  Through  three  public  holding 
companies,  has  hands  in  technology, 
telecommunications,  retailing  and  fi- 
nancial services.  Sits  on  the  board  of 
directors  for  Philip  Morris.  Latest 
moves:  More  north-of-the-border 
acquisitions.  Added  stakes  in  Comp- 
USA and  CDNow  to  his  control  of 
Internet  service  provider  Prodigy. 
Consumer  complaints  about  Telcel, 
the  cellular  arm  of  Slim-controlled 
Telefonos  de  Mexico,  prompted  him 
to  direct  $1.8  billion  toward  improv- 
ing service. 

Lorenzo  Zambrano  and  family 

$2.1  BILLION  ♦ 
Age:  56 

Claim  to  fame:  Used  information  tech- 
nology and  aggressive  management 
to  build  Cemex,  his  family's  Monter- 
rey-based cement  firm,  into  the 
world's  third  largest.  Latest  moves:  In- 
creasing its  global  footprint,  Cemex 
is  in  talks  to  buy  stake  in  Portuguese 
cementmaker.  Zambrano  also  in- 
vested in  Axtel,  a  Mexican  phone 
company  backed  by  Bell  Canada  In- 
ternational. Time  off:  Connoisseur  of 
fine  art. 

Eugenio  Garza  Laguera 
and  family 

$2  BILLION  ▼ 
Age:  77 


Claim  to  fame:  Prominent  member  of 
successful  Mexican  business  dynasty. 
Heads  family's  century-old  brewer  and 
Coca-Cola  bottler,  Fomento  Econom- 
ico  Mexicano  'I  ansa).  Plus  significant 
stake  in  Mexico's  number  two  bank, 
Grupo  Financiero  Bancomer.  Latest 
moves:  Bancomer  in  a  takeover  battle 
between  Spain  BBVA  and  Mexico's  Ba- 
-  time  BBVA  appeared 
l  rumored  to 


VENEZUELA 

Gustavo  Cisneros  and  family 

$3.5  BILLION  A 
Age:  55 

Claim  to  fame:  Heads  mostly  media  fo- 
cused empire,  with  Venezuela's  largest  TV 
network  and  stake  in  Latin  American  Di- 
rectTV  operations.  Holding  in  U.S.  Span- 
ish-language broadcaster  Univision  ac- 
counts for  nearly  two-thirds  of  fortune. 
Latest  moves:  AOl7Latin  America,  a  joint 
venture  with  America  Online,  launched 
in  Brazil  last  November.  Will  complete  its 
regional  rollout  by  the  end  of  the  year. 
Filed  to  do  an  IPO.  Time  off:  Collects 
Modernist  paintings  from  Europe,  con- 
temporary works  by  Venezuelan  natives. 


Lorenzo  Mendoza  and  family 

$2.1  BILLION  ▼ 
Age:  34 

Claim  to  fame:  Third-generation  hea 
of  Venezuelans'  favorite  brewer, 
took  over  as  chief  executive  in  199? 
Empresas  Polar  has  75%  of  the  cour 
try's  beer  market,  plus  bottles  Peps 
and  has  a  pan-Latin  American  joir 
venture   with    Frito-Lay   to    mal 
snacks.  Latest  moves:  Tough  economi 
times  in  Venezuela  bumped  dowi 
Polar's  value,  but  the  family's  3*! 
stake  in  Spain's  BBVA  bank  held  firr 
Time  off:  Plays  tennis. 

By  Christopher  Helman,  Michael 
Maiello  and  Brandon  Copple. 
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(Mostly)  Born  in  the  U.S.A. 


Last  year  Bill  Gates  briefly  became  the  world's  first  $100  bil- 
lion man.  Today  he's  worth  a  mere  $60  billion.  At  least  he 
gets  to  stay  on  our  list  of  the  50  wealthiest  working  Ameri- 
cans. Jay  Walker,  worth  $10  billion  a  year  ago,  thanks  to  his 
shares  in  Web  site  Priceline.com,  didn't  make  the  cut  this  time. 
Nor  did  J.  Joe  Ricketts,  the  founder  of  online  brokerage  Ameri- 
trade,  who  debuted  last  year  with  a  net  worth  of  $4.7  billion.  After 


the  market's  tech-stock  spring  cleaning,  both  men  are  worth  a 
third  of  what  they  were  a  year  ago.  New  entries:  representatives 
of  high-tech  industries  still  in  favor  with  investors,  such  as  "busi- 
ness-to-business" sites— i2  Technologies'  Sanjiv  Sidhu— and 
fiber  optics— Sycamore  Network's  Gururaj  Deshpande.  The  two 
Indian-born  immigrants  are  also  part  of  a  small  but  growing 
group:  the  10%  of  the  American  list  born  outside  the  U.S. 


WilliamHJialesJJI 

$60  BILLION  ▼ 
Age:  44 

Even  after  a  45%  slide  in  Microsoft 
stock,  still  the  world's  wealthiest  man. 
In  the  midst  of  antitrust  trials,  the  com- 
pany's cofounder  edged  away  from  the 
spotlight,  handing  over  chief  exec  post 
to  Steven  Ballmer  (see),  declaring  him- 
self chief  software  architect.  Now  facing 
the  prospect  of  having  his  company  bro- 
ken up,  he's  been  pleading  Microsoft's 
case  in  the  court  of  public  opinion.  Also 
more  public  about  charitable  donations, 
made  through  his  $22  billion  Bill  & 
Melinda  Gates  Foundation. 

Lawrence  J.  Ellison. 

$47  BILLION  A 
Age:  55 

Oracle's  flamboyant  founder  not  shy 
about  his  distaste  for  the  competition: 
"Microsoft's  biggest  problem  is  that  it 
missed  the  Internet  and  has  all  the 
wrong  products  now."  Immodest?  Not 
with  Oracle  shares  up  more  than  500% 
in  the  past  year.  Known  for  expensive 
and  adventurous  toys,  but  U.S.  Customs 
wouldn't  let  him  import  a  Russian  MIC 

Warren  Buffet! 

$28  BILLION  T 
Age:  69 

Self-deprecating  value  investor  gave 
himself  a  "I >"  alter  "worst  absolute  per- 
formance of  my  tenure"  as  chairman  of 
Berkshire  Hathaway.  Passed  on  New 
>l      stocks,  clung  to  blue  chips  like 
suit:  Book  value  per 
v     per  --hare  down 
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22%.  Predicts  he'll  edge  S&P  over  next 
decade  but  concedes  "large  superiorities 
over  that  index  are  a  thing  of  the  past." 

Paul  Allen 


S.  Robson  Walton 


$28  BILLION  T 
Age:  47 

Microsoft  cofounder  selling  huge  chunks 
of  shares  in  the  software  giant  to  help  fi- 
nance his  "wired  world:"  Dozens  of  start- 
ups and  early-stage  companies  plus  es- 
tablished ventures  like  Charter 
Communications.  His  Vulcan  Ventures 
vehicle  boasts  140  investments  with  $14 
billion  in  assets.  Recent  moves:  Put  $1.65 
billion  into  telecom  service  provider  EM  N 
Corp.;  shut  down  R&D  think  tank  Interval 
Research  after  investing  $100  million  over 
8  years  without  a  major  tech  innovation. 


$20  BILLION  A 
Age:  55 

Walton  is  finally  moving  Wal-Mart 
into  the  e-commerce  race,  launching 
Wal-Mart.com  in  January.  The  retailer 
also  formed  a  marketing  pact  with 
America  Online.  Walton  chairs  the  dis- 
count store  giant  founded  by  father 
Sam,  but  day-to-day  operations  of  the 
$165  billion,  4,000-store  retailer  over- 
seen by  new  chief  executive,  Lee  Scott. 


Michael  Dell 


$17.8  BILLION  ▲ 

Age:  35 

Dell  sells  a  staggering  25%  of  the  world's 

PCs,  but  with  industry  growth  slowing, 

company  venturing  into  new  territories 
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like  Web  hosting  services.  Does  he  know 
something  the  market  doesn't?  He  sold 
more  than  8  million  shares  of  Dell, 
worth  $440  million,  in  the  past  year. 

Steven  Ballmer 


$15.5  BILLION  T 
Age:  44 

Known  for  bellicose  manner,  but  Mi- 
crosoft's new  chief  executive  didn't  need 
to  shout  to  send  tech  stocks  into  tailspin 
this  fall  after  calling  them  "absurdly" 
overvalued.  Took  over  company's  day- 
to-day  operations  from  good  friend 
( i. Iks  in  January.  I  ess  animated  now  in 
face  of  antitrust  fallout. 

Philip  Anschutz 


$15.5  BILLION  ▼ 
Age:  60 

( Chairman  oi  fiber-optics  earner  Qwest 
(  ommunications  looking  to  expand 
reach  via  $48  billion  merger  with  US 
West.  ( downs  I  .A.'s  $400  million  Sta- 
ples Center  with  News  Corp.'s  Rupert 
Murdoch  (see  The  two  recently  un- 
veiled a  $1  billion  plan  to  convert  30 
acres  of  parking  lots  adjacent  to  sports 
arena  into  hotels,  apartments,  office 
buildings  and  restaurants. 

Sumner  Redstone 

$12.1  BILLION  A 
Age 


Already  armed  with  two  of  the  biggest 
channels  on  cable,  MTV  and  Nick- 
elodeon, Viacom  bought  broadcast  giant 
CBS  this  year  for  $46  billion.  Television  is 
just  part  of  a  media  empire  that  includes 
books,  movies  and  the  revived  Block- 
buster video  chain. 

John  Kluge 

$11.9  BILLION  A 
Age:  85 

German  immigrant  made  fortune 
buying,  selling  radio  and  TV  proper- 
ties. Now  oversees  a  disparate  portfo- 
lio that  includes  communications 
technology,  restaurants,  biotech,  laun- 
dromats, sports  and  real  estate.  Latest 
score:  Metromedia  Fiber  Network. 
Stock  in  the  fiber-optic  networking 
company  up  80%  in  the  past  year. 

Rupert  Murdoch 

$9.4  BILLION  A 
Age:  69 

Diagnosed  with  prostate  cancer  in  April, 
the  media  baron  still  finds  new  ways  to 
contradict  (his  Fox  News  Network  sued 
TheStreet.com,  a  company  in  which 
Fox's  parent,  News  Corp.,  has  a  stake) 
and  controvert  (said  Australia  should  be 
a  republic).  Struggling  Fox  established  a 
new  low  with  its  Who  Wants  To  Marry 
A  Multi-millionaire?  television  special. 
But  it's  unlikely  third  wife,  rising  exec 
Wendi  Deng,  33,  took  offense. 


Robert  (Ted)  Turner 


$8.3  BILLION  A 
Age:  61 

Recent  reports  say  Time  Warner's  large 
individual  shareholder  is  unhappy  wit 
reduced  role  after  AOL  and  Time  Warm 
merge.  Good  thing  there's  all  that  ranc 
land  to  distract  him.  With  1.7  millio 
acres,  said  to  be  the  nation's  largest  pr 
vate  landowner. 


Charles  Schwab 


$7.5  BILLION  T 
Age:  63 

Now  that  his  discount  brokerage  is  viewe< 
as  an  Internet  company,  he's  subject  I 
the  same  wild  net  worth  swings  as  othe 
dot-com  billionaires:  With  Schwab  stoci. 
down  35%  since  March,  his  personal  for 
tune  has  shrunk  by  $3.8  billion. 


Abigail  Johnson 


$7.4  BILLION  A 
Age:  38 

Edward  C.  Johnson 


$3.7  BILLION  A 
Age:  70 

Father-daughter  team  controls  36%  of  Fi-J 
delity  Investments,  the  mutual  fund  gianl 
with  $1  trillion  in  assets  under  manage  i 
ment.  Ned  reduced  ownership  for  estatil 
planning  purposes  in  1995.  Primary  ben I 
eficiaries:  Employees  and  daughter  Abi 
gail,  now  Fidelity's  largest  shareholder. 
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SanjivJSJilhiL 


$6.5  BILLION  • 
Age:  43 

Native  of  Hyderabad,  India  now  a  U.S. 
citizen  and  B2B  billionaire,  12  years  after 
cofounding  i2  Technologies.  His  soft- 
ware is  used  by  the  likes  of  Honeywell 
and  General  Motors  to  create  digital 
marketplaces.  Stock  up  more  than 
600%  in  the  past  year. 

Jeffrey  Bezos 

$6.1  BILLION  T 
Age:  36 

His  Amazon.com  still  hasn't  turned  a 
profit  but  no  matter — the  online  book- 
seller took  stakes  in  e-ventures  like 
Drugstore.com,  Kozmo.com  and  Ash- 
ford. com;  added  online  auctions  and 
teamed  up  with  Martha  Stewart.  Un- 
fazed  by  recent  tech  stock  drop,  which 
cost  him  $2.9  billion.  Predicts  he'll  ben- 
efit from  the  online  shakeout. 


Craig  McCaw 


$6.1  BILLION  ▲ 

Age:  50 

Cellular  phone  scion  sold  McCaw  Cellu- 


lar to  AT&T  for  $1 1.5  billion  in  1994.  Now 
watches  over  Nextel  Communications 
and  local  exchange  carrier  Nextlink  Com- 
munications. Just  merged  ailing  satellite 
network  ICO  Global  with  "Internet  in  the 
sky"  venture  Teledesic  and  oversaw  the 
$470  million  IPO  of  Nextel  Partners,  a  cel- 
lular phone  service  provider. 

Kirk  Kerkorian 

$5.9  BILLION  T 

Age:  83 

The  octogenarian  dealmaker  shows  no 

signs  of  slowing.  In  March  agreed  to  buy 

Mirage  Resorts  for  $6.4  billion. 

David  Filo 

$5.9  BILLION  A 
Age:  34 

Jerry  Yang 

$5.7  BILLION  A 
Age:  31 

Dropped  out  of  Ph.D.  programs  at  Stan- 
ford, became  Internet  economy  avatars. 
Paid  more  than  $10  billion  for  Geocities 
and  Broadcast.com  last  year;  now  ru- 
mored to  be  aiming  for  bigger  targets. 


Forrest  Mars  Jr. 


$5.5  BILLION  A 
Age:  68 

John  Mars 


$5.5  BILLION  A 
Age:  64 

Jacqueline  Mars 


$5.5  BILLION  A 
Age:  60 

Siblings  run  secretive  candy  giant  Mars 
Inc.  (M&Ms,  Snickers,  Milky  Way).  After 
the  death  last  year  of  their  father,  Forrest 
Sr.,  speculation  the  family  might  unload 
the  $15  billion  (sales)  concern,  which  also 
includes  pet  food  and  Uncle  Ben's  Rice. 


Robert  Pritzker 


$5.5  BILLION  A 
Age:  73 

Thomas  Pritzker 


$5.5  BILLION  • 
Age:  50 

Robert  built  Chicago-based  hotel,  man- 
ufacturing empire  with  late  brother  Jay. 
Still  runs  Marmon  Group  conglomerate; 
Jay's  son  Thomas  controls  Hyatt  hotel 
chain,  Royal  Caribbean  Cruise  Lines,  jet 
manufacturer  Galaxy  Aerospace. 


Theodore  Waitt 


$5.5  BILLION  A 
Age:  37 

Ponytailed  college  dropout  started  Gate- 
way in  1985  in  his  father's  Iowa  barn, 
moved  operation  to  San  Diego  13  years 
later.  Stepped  aside  as  president  of  the 
PC  maker  in  December;  remains  chair- 
man. Gateway  the  world's  seventh 
largest  PC  seller.  Hoping  to  fatten  mar- 
gins via  higher-profit  lines  like  Web  ser- 
vice, computer  training. 

HenryX  NicholasJil 


$5.4  BILLION  • 
Age:  40 

Henry  Samueli 


$5.1  BILLION  • 

Age:  45 

Cofounders  of  chipmaker  Broadcom 


248      FORBES-    luly  3,  2000 


Just  a  reminder  the 

next  time  you're  in  the  market 

for  a  Web  solution. 


"Our  stores  don't  close 

at  6  o'clock  or  9  o'clock, 

they  stay  open  all 

night— so  reliability  is 

paramount  to  our 

success.  And  Microsoft* 

Windows8  2000  Advanced 

Server  gives  us  that." 


—  Greg  Hawkins,  CEO,  buy.com 


Microsoft 

Where  do  you  want  to  go  today? 
www.SeeMyStory.com/Greg 


*>  2000  Microsoft  Corporation  All  rtghts  reserved.  Mre/o^of 
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STATES 


met  working  at  TRW  16  years  ago. 
Started  Broadcom  in  1991.  An  eye-pop- 
ping IPO  in  1998  has  allowed  the  two  to 
buy  expensive  toys — like  a  charter  air- 
line. Samueli  gave  $30  million  to  alma 
mater  UCLA. 

James  Goodnight 

$5.1  BILLION  m 
Age:  57 

Cofounder  of  privately  held  data  ware- 
housing software  company  SAS  Institute. 
Long  adamant  about  keeping  his  $1  bil- 
lion (sales)  company  private,  now  con- 
sidering an  IPO.  With  SAS  cofounder 
John  Sail,  Goodnight  owns  a  47%  stake 
in  Midway  Airlines;  recently  proposed, 
then  withdrew,  plan  to  buy  remainder 
of  the  company. 

PierreDmidyar 


$5  BILLION  T 
Age:  32 

Launched  online  trading  community 
and  auction  house  Ebay  in  1995  so  his 
girlfriend  could  augment  her  Pez  candy 
dispenser  collection.  Took  public  in 
1998.  Latest  challenge:  Deciding  how  to 
give  away  his  fortune.  Plans  to  give  all 
but  1  %  of  net  worth  to  charity  by  2020. 
"When  you  create  wealth  in  a  short 
time,  you  think  about  philanthropy  as 
you  think  about  a  business." 


Sid  Bass 

$4.9  BILLION  m 
Age:  57 


Lee  Bass 

$4.4  BILLION  A 
Age  44 

Robert  Bass 

$4  BILLION  *- 
Age:  52 

Three  sons  who  turned  inherited  Texas 

oil  fortune  into  investment  powerhouse 

H.iss  Brothers  Enterprises.  Scored  with 

big  stakes  in  Texaco,  KIR  Nabisco;  still 

own  big  chunk  of  Disney.  Sid:  Head  of 

'hers    ince  1983;  driving  force 

rei     ration  oi  downtown 

brother  Lee: 
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widely  regarded  as  Sid's  protege.  Brother 
Rob:  Parted  ways  in  the  1980s,  founded 
investment  firms  Alpine  Capital  and 
Keystone. 

Samuel  I.  Newhouse 

$4.5  BILLION  ♦ 
Age:  72 

Donald  Newhouse 

$4.5  BILLION  ♦ 
Age:  70 

Brothers  control  publishing  giant  Ad- 
vance Publications.  Donald  quiedy  runs 
newspapers  (Newark 
Star  Ledger);  Si  lords 
over  Conde  Nast 
magazines  (The  New 
Yorker,  Vanity  Fair, 
Vogue),  maintains 
ruthless  revolving- 
door  policy.  Latest 
victim:  Mark  Golin, 
editor  of  the  recently 
discarded  men's  mag- 
azine Details.  New 
title,  Lucky,  a  maga- 
zine for  shopaholics, 
launched  this  spring. 

JLR,  Simplot 

$4.4  BILLION*- 
Age:  91 

Idaho  spud  king  is 
McDonald's  largest 
french  fry  supplier. 
Funneled  wealth  from 
the  J.R.  Simplot  Co. 
into  a  variety  of  hold- 
ings,  most   notably 
chipmaker  Micron  Technologies,  whose 
stock  is  up  315%  in  the  past  12  months. 
Officially  retired,  but  unofficially  re- 
mains active  in  the  business. 

Samuel  Johnson  and  family 

$4.4  BILLION  ▲ 
Age:  72 

Recently  carved  family's  1 14-year-old 
household  products  business  into  three 
unequal  parts.  First-born  son  Samuel  III 
now  runs  the  commercial  markets  divi- 
sion, daughter  Helen  Johnson-Leipold 


heads  publicly  held  recreational  prod- 
ucts company  Johnson  Outdoors,  and 
youngest  son  Herbert  Johnson  manages 
giant  consumer  division  S.C.  Johnson, 
manufacturer  of  Windex,  Ziploc  Bags, 
and  Pledge. 

Thomas  Siehel 

$4.2  BILLION  * 
Age:  47 

Former  Oracle  employee  now  chief  ex- 
ecutive of  Siebel  Systems.  Fighting  Larry 
Ellison  (see)  to  control  market  in  "front 
office"  software  for  automating  sales, 


Former  TRW  wage-slaves, 

Henrys  Samueli  and  Nicholas,  founded  Broadcom  in  1991. 


marketing  and  customer  service.  Stock 
suffered  mild  dip  in  April  but  still  up 
470%  in  past  12  months. 

EUBmad 


$4.2  BILLION  ▲ 
Age:  67 

Financed  his  Michigan  State  University 
tuition  by  selling  home  garbage  dispos- 
als, later  went  on  to  found  financial  ser- 
vices giant  SunAmerica  and  home 
building  firm  Kaufman  &  Broad.  Sold 
SunAmerica  to  American  International 
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Group  for  $18  billion  in  1998,  but  re- 
mains chief  executive. 

John  Malone 

$4.1  BILLION  T 
Age:  58 

Engineered  last  year's  $54  billion 
merger  between  TCI  and  AT&T,  now 
plans  to  control  your  television  and 
computer  screens.  At  his  disposal:  The 
country's  largest  long-distance  and 
cable  systems,  as  well  as  huge  invest- 
ments in  News  Corp.  and  AOL-Time 
Warner.  "We  are  in  the  sweet  spot  of  the 
media  industry." 

Maurice  Greenberg 

$4  BILLION  ▲ 
Age:  75 

Despite  shareholder  proposals  to  the 
contrary,  insurance  pioneer  still  runs 
American  International  Group,  largest 
U.S.  underwriter  of  commercial  and  in- 
dustrial insurance.  Critics  have  no  prob- 
lem with  AIG's  performance — stock  is 
up  26%  this  year — but  worry  that  com- 
pany's board  is  cowed  by  Greenberg, 
who  designated  son  Evan  heir  apparent. 

Alfred  Lerner 


$3.9  BILLION  * 

Age:  67 

King  of  the  credit  cards  saw  his  MBNA 


Corp.'s  stock  price  tread  water  over  the 
past  year,  but  was  still  rewarded  with  a 
$20  million  pay  package  for  his  role  as 
chief  executive.  Better  known  as  the  man 
who  returned  pro  football  to  Cleveland, 
after  paying  $530  million  to  bring  back 
city's  Browns  franchise. 

Gururaj  Deshpande 

$3.9  BILLION* 
Age:  49 

Cofounder  of  Sycamore  Networks,  fiber- 
optics  firm  that  went  public  last  October. 
Serial  entrepreneur:  Cofounded  telecom- 
munications firm  Coral  Network  in  1988; 
launched  network  equipment  company 
Cascade  Communications  in  1990;  sold 
to  Ascend  Communications  for  $3.7  bil- 
lion. Agreed  to  buy  optical  device  maker 
Sirocco  for  $2.9  billion  in  June. 

Leonard  Lauder 

$3.9  BILLION  T 
Age:  67 

Ronald  Lauder 

$3.9  BILLION  T 

Age:  56 

Two  sons  of  cosmetic  matron  Estee 

Lauder  continue  to  reduce  stakes  in  the 

family  company.  Recently  sold  8  million 

shares  or  5.4%  of  their  holdings. 

Leonard  remains  chairman,  Ronald 


oversees  investments  in  RSL  Communi- 
cations and  Central  European  Media. 

Amos  Hostetter  Jr. 

$3.9  BILLION  ▼ 
Age:  63 

Cable  veteran  who  sold  Continental  Ca- 
blevision  (now  MediaOne)  to  USWest 
for  $11  billion  in  1996,  then  initiated 
AT&T's  $58  billion  bid  for  the  company 
three  years  later.  Now  an  AT&T  board- 
member,  "nonexecutive  chair"  of  Ma 
Bell's  broadband  unit. 

Philip  Knight 

$3.8  BILLION  T 
Age:  62 

Nike  founder  saw  company's  earnings 
rebound,  but  he's  still  in  a  sour  mood 
due  to  ongoing  needling  from  human 
rights  group  about  low-wage  Asian 
workers  he  employs.  Stopped  donations 
to  alma  mater  University  of  Oregon 
after  school  joined  ranks  with  anti- 
sweatshop  organization.  "The  bonds  of 
trust,  which  allowed  me  to  give  at  a  high 
level,  have  been  shredded." 

Carl  Icahn 

$3.7  BILLION  « 
Age:  64 

For  fourth  time  in  five  years,  trying  to 
buy  control  of  cookiemaker  Nabisco 
Holdings  Corp. — or  at  least  trying  to 
boost  the  value  of  his  9.6%  stake  in  the 
company.  Through  his  American  Real 
Estate  Holdings,  recendy  bought  failed 
Stratosphere  casino  in  Las  Vegas.  Also 
bought  stake  in  JC  Penney. 


Edgar  Bronfman  Sr. 


$3.7  BILLION  T 
Age:  69 

Five  years  ago  the  spirits  scion  chose 
philanthropy  over  empire  building, 
passing  daily  management  of  Seagram 
to  son  Edgar  Jr.  The  result:  "I  can  finally 
look  in  the  mirror  and  like  what  I  see." 
With  Seagram  stock  down  7%,  share- 
holders may  disagree. 


By  Mary  Ellen  Egan,  Peter  Kafka, 
Adam  Kemezis  and  Nicole  Ridgway. 
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Is  your  company  suffering 

from  a  split 

ersonality? 


Now  there's  a  way  to  present  the  same 
brand  identity  across  all  media,  from  Web 
to  traditional  channels. 

It's  MediaBridge.  The  only  software  solution 
that  enables  you  to  deliver  a  consistent 
look  and  message  in  all  your  advertising 
and  promotions,  including  in-store,  on-line, 
print  ads,  and  direct  mail.  One  company. 
One  voice.  No  split  personality. 

And  that's  just  the  start.  MediaBridge  is  a 
"closed  loop"  system  that  offers  marketing 
efficiencies  and  improved  ROI.  You'll  gain 
one-to-one  marketing  capabilities  that  will 
enable  you  to  target  future  customers  and 
retain  current  buyers  through  personalized 
promotions. 

Find  out  how  MediaBridge  can  refuel  your 
marketing  efforts.  Call  1-800-811-1605. 
Or  visit  www.mediabhdge.net  today. 


mediabridge 

connecting  customers  and  b 


■2000.  MediaBridge  Technologies,  Inc.  All  rights  reserved. 
MediaBridge  is  a  trademark  of  MediaBridge  Technologies,  Inc. 
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Big  Family  Fortunes 


Having  a  billion-dollar  fortune  doesn't  make  you  a  billionaire— if  you  have  to  share  it  with  350  cousins,  aunts,  and 
uncles.  The  following  family  fortunes  are  notable  for  their  size,  not  just  in  dollars,  but  also  in  number  of  relatives. 


Name 


Country 


Estimated 
net  worth  ($bil) 


Source  of  wealth 


Number  of  people  who 
share  the  fortune 


Oeri,  Hoffman  & 
Sacher  families 

Switzerland 

$11.5 

Roche  pharmaceuticals 

at  least  5 

Mulliez 

France 

11.0 

retailing:  Auchan 

350,  led  by  Gerard  Mulliez 

Haniel 

Germany 

9.5 

Metro  stores, 
diversified  holdings 

930 

Seydoux/ 
Schlumberger 

France 

8.6 

oilfield  services:  Schlumberger 

at  least  20 

Porsche/Piech 

Austria 

5.8 

Porsche  Holding,  Porsche  AG 

about  50 

Boehringer  family 

Germany 

5.9 

pharmaceuticals: 
Boehringer  Ingelheim 

at  least  12 

Defforey 

France 

5.1 

retailing:  Carrefour 

60 

Henkel  family 

Germany 

4.5 

consumer  goods:  Henkel  KGaA 

80 

Brenninkmeyer 

Netherlands 

4.5 

clothes  retailing: 
American  Retail  Group;  C&A 

at  least  150 

Bin  Mahfouz 

Saudi  Arabia 

4.0 

banking,  farming 

at  least  13 

Wonowidjojo 

Indonesia 

2.6 

cigarettes:  Gudang  Garam 

at  least  8 

Fleming 

U.K. 

2.3 

sale  of  Robert  Fleming  Holding 
to  Chase  Manhattan 

about  20 

KooCha-kyung 


South  Korea 


1.9 


conglomerate:  LG  Group 


over  40 


Sharing  the  Wealth 


Yes,  even  some  billionaires  give  at  the  office.  Here,  a  roundup  of  the  most  notable  acts  of  philanthropy  over  the  past  18  months. 
Name  Country  Company  Amount  donated        Recipient/purpose 


William  Gates 

U.S. 

Microsoft 

$20.8  bil 

Bill  &  Melinda  Gates  Foundation/vaccinations,  scholarships,  regional  charities 

Dietmar  Hopp 

Germany 

SAP 

3.2  bil 

Dietmar  Hopp  Stiftung  (foundation)Aechnical  education 

Hasso  Planner 

Germany 

SAP 

610  mil 

Hasso  Planner  Forderstiftung/software  studies 

Henry  Samucli 

U.S. 

Broadcom 

50  mil 

UCLAl  his  alma  mater)  and  UC  Irvine/engineering  schools 

Thomas  Siebel 

U.S. 

Siebel  Systems 

32  mil 

University  of  Illinois/computer  science  program 

Li  Hashing 

Hongkong 

Cheung  Kong 

19.3  mil1 

Li  Ka-shing  Foundation/funded  the  China  Disabled  Persons  Federation  last  year 

Barry  Sherman 

Canada 

Apotex 

17.2  mil 

Apotex  Foundation/funds  health  care  and  children's  causes 

Kumar  Mangalam 
Birla 

India 

Aditya  Birla  Group 

11.2  mil 

Projects  in  rural  areas,  mainly  schools  and  hospitals 

Jeffrey  Skoll 

Canada 

Ebay 

10  mil 

Split  between  alma  maters  Stanford  University  and  University  of  Toronto 

Dhirubai  Ambani 

India 

Reliance 

10  mil 

Various  causes  including  provision  of  drinking 
water  in  draught-prone  parts  of  Gujarat  state 

Stanley  Ho 

Hongkong 

STDM 

8  mil 

Various  charities  in  Hong  Kong,  Macau  and  China 

Charles  Bronfman 

Canada 

Seagram 

8  mil 

Launched  Birthright  Israel/  sends  young  adults  worldwide  on  tours  to  Israel 

'Estimated  donation;  has  given  $386  million  to  his  foundation  since  1980. 
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You  don't  have  to  be  a  DOT-COM 

■ 

to  be  a  WET  COMPANY 


M 

■l 

H 

Value  Nets  introduces  a  new 

form  of  business  design  in  which 

customer  choices  set  in  motion 

an  agile,  fast,  and  digital  supply 

chain,  delivering  superior 

customer  satisfaction  and 

breakthrough  financial  results. 

The  book's  case  studies, 

bridging  the  worlds  of  strategy 

and  operations,  provide  a 

practical  guide  to  help  you  to 

create  your  own  value  net — and 

leapfrog  the  competition. 

For  more  information, 
visit  ValueNets.com. 


"Value  nets  are  digital  powerhouses 

that  fuel  business  results." 

-From  the  Foreword  by  Adrian    Sly  WOtzky 


i/eiiue 


:.! 

i 

BREAKING  THE 
SUPPLY  CHAIN  TO 
UNLOCK  HIDDEN  PROFITS 


David  Bovet  and 
<   Joseph  Martha 

Mercer  Management  Consulting 


Available  wherever  books  are  sold 

"Value  Nets  exposes 

the  supply  chain  for  what  it  really  is — 

a  strategic  differentiator." 

H.  Lee  Scott,  President  and  CEO,  Wal-Mart  Stores 


MERCER 

Management  Consulting 


(WILEY 

Publishers  Since  1807 
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Kings,  Queens  and  Dictators 

Royalty  and  dictators  hide  their  wealth  more  easily  than  your  average  capitalist  billionaire.  The  following  are  rough  estimates  of  net  worth. 


Name 

Country 

Estimated 
net  worth  (Sbil) 

$30 

Source  of  wealth 

In  power  since 

King  Fahd  Bin  Abdulaziz  Alsaud 

Saudia  Arabia 

oil,  investments,  property 

1982 

Sheikh  Zayed  Bin  Sultan  Al  Nahyan 

U.A.E.  (Abu  Dhabi) 

23 

oil,  investments,  property 

1966 

Amir  Jaber  Al-Ahmed  Al-  Jaber  Al-Sabah 

Kuwait 

18 

oil,  investments,  property 

1977 

Sultan  Hassanal  Bolkiah 

Brunei 

16 

oil,  gas,  investments 

1967 

Sheikh  Maktoum  Bin  Rashid  Al  Maktoum 

U.A.E.  (Dubai) 

12 

oil,  investments,  services 

1990 

President  Saddam  Hussein 

Iraq 

7 

oil;  son  Uday  controls  smuggling 

1979 

Amir  Hamad  Bin  Khalifa  Al  Thani 

Qatar 

5 

oil,  investments 

1995 

President  Hafez  Al-Assad 

Syria 

2.3 

oil,  agriculture 

1971 

Queen  Beatrix1 

Netherlands 

3.5 

investments 

1980 

Queen  Elizabeth  II 

U.K. 

450  mil 

investments,  property 

1952 

'Fortune  is  shared  by  the  entire  House  of  Orange. 


Ever  notice  how  a  lot  of  billionaires 
share  the  same  initials... 
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Coupon  Clippers 

Some  rich  are  dearly  different:  They  cJon'twoft  for  their 
who,  rather  than  toil  away  in  an  office,  ive  wel  off  the 
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Name/Country 

(Soil) 

Age 

Page 

Gates,  William  H.  Ill/US. 

60.0 

44 

244 

Ellison,  Lawrence  Joseph/U.S. 

47.0 

55 

244 

Allen,  Paul  Gardner/US. 

28.0 

47 

244 

Buffett,  Warren  Edward/US. 

28.0 

69 

244 

Albrecht,  Theo  &  Karl  and  family/Germany 

20.0 

205 

Alsaud,  Prince  Alwaleed  Bin  Talal/Saudi  Arabia 

20.0 

43 

224 

Walton,  S.Robson/U.S. 

20.0 

55 

244 

Son,  Masayoshi/Japan 

19.4 

42 

182 

Dell,  Michael/US. 

17.8 

35 

244 

Thomson,  Kenneth/Canada 

16.1 

76 

236 

Anschutz,  Philip  F./U.S. 

15.5 

60 

246 

Ballmer,  Steven  Anthony/U.S. 

15.5 

44 

246 

Bettencourt,  Liliane/France 

15.2 

74 

257 

Berlusconi,  Silvio/Italy 

12.8 

63 

210 

Quandt,  Johanna  and  family/Germany 

12.8 

73 

257 

Arnault,  Bernard/France 

12.6 

51 

201 

Redstone,  Sumner  M./U.S. 

12.1 

77 

246 

Kluge.  John  Werner/US. 

11.9 

85 

246 

Kirch,  Leo/Germany 

11.5 

73 

205 

Li  Ka-shing/Hong  Kong 

11.3 

72 

172 

Murdoch,  Keith  Rupert  'U.S. 

9.4 

69 

246 

Takei,  Yasuo/Japan 

9.3 

70 

182 

Bertarelli,  Ernesto/Switzerland 

9.1 

34 

212 

Kwok  bros.,  Walter,  Thomas,  Raymond/Hong  Kong 

9.0 

172 

Rausing,  heirs  of  Gad/Sweden 

9.0 

257 

Lee  Shau  Kee/Hong  Kong 

8.6 

72 

174 

Haef  ner,  Walter/Switzerland 

8.3 

89 

257 

Turner.  Robert  E.  (Ted)  US 

8.3 

61 

246 

Karamehmet,  Mehmet  and  family/Turkey 

8.0 

228 

Olayan,  Suliman  Saudi  Arabia 

8.0 

81 

224 

Slim  Helu,  Carlos/Mexico 

7.9 

60 

242 

Pinault,  Francois/France 

7.8 

63 

202 

Persson,  Stefan/Sweden 

7.7 

52 

212 

Schwab,  Charles  R./U.S. 

7.5 

63 

246 

Johnson. Abigail  US 

7.4 

38 

246 

•Rausing,  Hans/Sweden 

7.4 

257 

Saji,  Nobutada  and  family/Japan 

7.1 

54 

182 

Premji,  Azim  and  family/India 

6.9 

54 

176 

Tsai  Wan-lin  and  family/Taiwan 

6.7 

75 

192 

Ambani,  Dhirubhai  and  family/India 

6.6 

67 

176 

Sidhu,  Sanjiv/U.S 

6.5 

43 

248 

Marinho,  Roberto/Brazil 

6.4 

95 

232 

Halley,  Paul-Louis  and  family/France 

6.3 

65 

202 

Landolt,  Pierre  and  family/Switzerland 

6.3 

52 

214 

Otto,  Michael  and  family/Germany 

6.3 

57 

205 

Ito.  Masatoshi/Japan 

6.2 

76 

182 

Bezos,  Jeffrey  P./U.S. 

6.1 

36 

248 

McCaw,  Craig  0./U.S. 

6.1 

50 

248 

Filo.  David  'U.S. 

5.9 

34 

248 

Kerkorian,  Kirk/US. 

5.9 

83 

248 

-  von  Siemens  family/Germany 

5.9 

257 

Yanal,  Tadashi/Japan 

5.8 

51 

182 

Al-Kharafi.  Nasser  and  family/Kuwait 

5.7 

57 

222 

Net  worth 

Name/Country 

($bil) 

Age 

Page  1 

Mohn,  Reinhard  and  family/Germany 

5.7 

78 

205 

Sabanci,  Sakip  and  family/Turkey 

5.7 

67 

228 

Yang,  Jerry/US. 

5.7 

31 

248 

Del  Vecchio,  Leonardo/Italy 

5.5 

65 

210 

Grosvenor,  Gerald  Cavendish  and  f amily/U.K. 

5.5 

48 

216 

Mars,  Forrest  Edward  Jr./U.S. 

5.5 

68 

248 

Mars,  Jacqueline  Badger/U.S. 

5.5 

60 

248 

Mars,  John  Franklyn/U.S. 

5.5 

64 

248 

Pritzker,  Robert  Alan/US. 

5.5 

73 

248 

Pritzker,  Thomas  J./U.S. 

5.5 

50 

248 

Wain.  Theodore  W./US 

5.5 

37 

248 

Nicholas,  Henry  T./U.S. 

5.4 

40 

248 

Engelhorn.  Curt/Germany 

5.2 

74 

257 

von  Finck,  August  and  family/Germany 

5.2 

71 

206 

Dassault,  Serge  and  family/France 

5.1 

75 

202 

Goodnight,  James/U.S. 

5.1 

57 

250 

Samueli,  Henry/US. 

5.1 

45 

248 

Agnelli,  Giovanni  and  family/Italy 

5.0 

79 

212 

Kinoshita,  Kyosuke/Japan 

5.0 

60 

182 

Omidyar,  Pierre  M./U.S. 

5.0 

32 

250 

von  Holtzbrinck,  Dieter  and  family/Germany 

5.0 

58 

206 

Bass,  Sid  Richardson  U  S 

4.9 

57 

250 

Planner,  Hasso,  Germany 

4.9 

56 

206 

Benetton,  Luciano  and  family/Italy 

4.8 

65 

212 

-  Wiirth,  Reinhold/Germany 

4.8 

65 

257 

Fukuda,  Yoshitake/Japan 

4.7 

52 

182 

Herz,  Giinter  and  family/Germany 

4.7 

59 

206 

Okada,  Kazuo/Japan 

4.7 

57 

184 

Kuok,  Robert/Malaysia 

4.6 

77 

190 

Newhouse,  Donald  Edward/U.S. 

4.5 

70 

250 

Newhouse,  Samuel  Irving  Jr./U.S. 

4.5 

72 

250 

Wang,  Patrick/Hong  Kong 

4.5 

49 

174 

Bass,  Lee  Marshall  US 

4.4 

44 

250 

Iwasaki,  Fukuzo/Japan 

4.4 

75 

184 

Johnson,  Samuel  Curtis  and  family  US 

4.4 

72 

250 

Koc,  Rahmi  and  family/Turkey 

4.4 

69 

228 

Simplot,  John  R./U.S. 

4.4 

91 

250 

Doris,  Ennio/ltaly 

4.3 

60 

212 

■  Gerling,  Rolf/Germany 

4.3 

45 

257 

Latsis,  Spiro  Greece 

4.3 

53 

210 

Li,  Richard/Hong  Kong 

4.3 

33 

174 

Schmidheiny,  Stephan/Switzerland 

4.3 

52 

214 

Soru,  Renato/ltaly 

4.3 

43 

198 

Wang,  Y.C..  Taiwan 

4.3 

83 

192 

Broad,  Eli/US. 

4.2 

67 

250 

Haub,  Erivan  and  family/Germany 

4.2 

67 

206 

Siebel,  Thomas  M./U.S. 

4.2 

47 

250 

Beisheim,  Otto/Germany 

4.1 

76 

206 

Irving,  James,  Arthur  and  John/Canada 

4.1 

240 

Malone.  John  C.  US 

4.1 

58 

252 

•  Sainsbury,  David  and  family  U  K 

4.1 

59 

257 

Bass,  Robert  Muse/U.S. 

4.0 

52 

250 

Greenberg,  Maurice  Raymond  U  S 

4.0 

75 

252 
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WILMINGTON 

TRUST 


ou  Are  Unique. 
Ve  Are  Unique, 
e  Should  Meet. 


\m  in 

New  York 
Palm  Beach 
Philadelphia 
Santa  Monica 
Las  Vegas 
Wilmington 


25  Old  Broas 

520  Madison   '- 

2000  PGA  Boulevard.  561. 630. 147 

One  Libert,   Place,  610  520.1430 

100  Wilshire  Boule^ 

3773  Howard  Hughes  Park  =66.2200 

1100  North  Mark?!  Sir;  :06 


There  is  no  one  like  you.  Recognizing  this  is  the 
first  step  in  creating  a  secure  financial  future 
for  you  and  your  family.    At  Wilmington  Trust, 

offer  financial  alternatives  customized 
.  you  and  you  only. 

You'll  work  with  a  highly  skilled  advisor 
who  knows  you  and  your  needs.  Offering 
innovative  thinking,  intelligent  solutions  and 
personalized  advice  and  services,  dedicated 
to  achieving  your  goals.  Working  with  other 
specialists  to  make  sure  we're  always  doing 
exactly  what's  right  for  you. 

Experts  in  financial,  estate,  tax  and 
succession  planning.  Specialists  in  investment 
management  and  trust  services.  To  protect 
your  assets,  maximize  growth  potential, 
and  provide  for  liquidity. 

Our  advice  is  always  based  on  the  things 
that  make  you,  you.  And  a  century  of  experience 
with  individuals  and  families  that  make  us,  us. 

For  more  information  call  1-877-836-9206, 
or  visit  wilmingtontrust.com. 
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Page 

Haffa,  Thomas/Germany 

4.0 

48 

206 

Kamel,  Saleh/Saudi  Arabia 

4.0 

59 

224 

Deshpande,  Gururaj  E./U.S. 

3.9 

49 

252 

Hostetter,  Amos  Barr  Jr./U.f 

3.9 

63 

252 

Lauder,  Leonard  Alan/US. 

3.9 

67 

252 

Lauder,  Ronald  Steven/U.S. 

3.9 

56 

252 

Lerner,  Alfred/US. 

3.9 

67 

252 

Mori,  flkira/ Japan 

3.9 

63 

184 

Knight,  Philip  H./U.S 

3.8 

62 

252 

Packer,  Kerry/Australia 

3.8 

62 

172 

Takizaki,  Takemitsu/Japan 

3.8 

55 

184 

Bronfman,  Edgar  M.  Sr./U.S. 

3.7 

69 

252 

Dumas,  Jean-Louis  and  family/France 

3.7 

61 

202 

Icahn,  Carl  Celian/U.S. 

3.7 

64 

252 

Johnson,  Edward  Crosby  Ill/US. 

3.7 

70 

246 

Nadar,  Shiv/lndia 

3.7 

54 

180 

Schmidheiny,  Thomas/Switzerland 

3.7 

54 

214 

Wang,  Nina/Hong  Kong 

3.7 

174 

Al  Rajhi,  Saleh  bin  Abdul  Aziz/Saudi  Arabia 

3.6 

42 

224 

Lim  Goh  Tong/Malaysia 

3.6 

82 

190 

Otsuka,  Akihiko  and  family/Japan 

3.6 

62 

184 

Sahenk,  Ayhan  and  family/Turkey 

3.6 

71 

220 

Al  Hariri,  Raf ik  and  family/Lebanon 

3.5 

56 

222 

Cisneros,  Gustavo  and  family/Venezuela 

3.5 

55 

242 

Jameel,  Mohammed  and  family/Saudi  Arabia 

3.5 

226 

Tsutsumi,  Yoshiaki/Japan 

3.5 

66 

184 

Ng  Teng  Fong  and  Robert/Singapore 

3.4 

71 

192 

Branson,  Richard/U.K. 

3.3 

49 

216 

Bronfman,  Charles  R./Canada 

3.3 

69 

240 

Mnllcr,  Maersk  McKinney/Denmark 

3.3 

86 

201 

Koo  family/Taiwan 

3.2 

168 

Oetker,  Rudolf  and  family/Germany 

3.2 

83 

206 

Widjaja,  Eka  Tjipta/lndonesia 

3.2 

77 

180 

Foriel-Oestezet,  Philippe/France 

3.1 

64 

202 

Jinnai,  Ryoiehi/Japan 

3.1 

73 

184 

Kristiansen,  Kjeld  Kirk/Denmark 

3.1 

52 

201 

Chandra,  Subhash/lndia 

3.0 

49 

180 

Kamprad,  Ingvar/Sweden 

3.0 

74 

212 

Safra,  Joseph  and  Moise/Brazil 

3.0 

236 

Cheng  Yu-tung/Hong  Kong 

2.9 

74 

174 

Fentener  van  Vlissingen  family/Netherlands 

2.9 

196 

Hayek.  Nicolas/Switzerland 

2.9 

71 

215 

Schmid.  Gerhard/Germany 

2.9 

48 

206 

Skoll,  Jeff/Canada 

2.9 

35 

240 

Vik,  Alexander  and  family/Norway 

2.9 

45 

212 

Bouygues,  Martin/France 

2.8 

48 

202 

Faria,  Aloysio  de  Andrade/Brazil 

2.8 

79 

236 

Funai,  Tetsuro/Japan 

2.8 

73 

166 

Itoyama.  Eitaro/Japan 

2.8 

58 

188 

Kuo,  Terry/Taiwan 

2.8 

192 

Lee  Kun-hee  and  family/So  >th  Korea 

2.8 

58 

192 

0?ptnheimer,  Nicky  and  fanviy/South  Africa 

2.8 

55 

226 

Net  wort 

l 

Name/Country 

($bil) 

Age 

Page 

Kokkalis,  Socrates/Greece 

2.7 

61 

210 

Yoshida,  Tadahiro/Japan 

2.7 

53 

188 

Kadoorie,  Michael  and  family/Hong  Kong 

2.6 

59 

176 

Louis-Dreyfus,  Gerard  and  family/France 

2.6 

68 

202 

Jahr,  John  and  family/Germany 

2.5 

66 

210 

Mantegazza,  Sergio/Switzerland 

2.5 

72 

215 

Wertheimer,  Alain/France 

2.5 

51 

202 

Yamauchi,  Hiroshi/Japan 

2.5 

72 

188 

Al-Ghurair.  Abdul-Aziz/U  A  E 

2.4 

46 

228 

Fukutake,  Soichiro/Japan 

2.4 

54 

188 

Mann,  Hugo  and  family/Germany 

2.4 

86 

210 

Weston,  Galen/Canada 

2.4 

59 

240 

Fung,  Victor  &  William/Hong  Kong 

2.3 

176 

David-Weill,  Michel/France 

2.2 

67 

205 

Ecclestone,  Bernard/U.K. 

2.2 

69 

216 

Hopp,  Dietmar  and  family/Germany 

2.2 

60 

210 

Mikitani,  Hiroshi/Japan 

2.2 

35 

188 

O'Reilly,  Anthony/Ireland 

2.2 

64 

210 

Arison  Dorsman,  Shari/lsrael 

2.1 

42 

222 

Kampf,  Serge/France 

2.1 

66 

205 

Lede,  David  and  Cliff/Canada 

2.1 

240 

Lowy,  Frank/Australia 

2.1 

69 

172 

Mendoza,  Lorenzo  and  family/Venezuela 

2.1 

34 

242 

Mitral,  Lakshmi  India 

2.1 

50 

180 

Ofer,  Yuli  and  Sammy/Israel 

2.1 

222 

Perez  Companc,  Gregorio/Argentina 

2.1 

65 

236 

Sawiris.  Onsi  and  family/Egypt 

2.1 

70 

222 

Tan,  Lucio/Philippines 

2.1 

65 

190 

Zambrano,  Lorenzo/Mexico 

2.1 

56 

242 

Al  Jeraisy,  Abdul  Al  Rahman/Saudia  Arabia 

2.0 

68 

226 

Ermirio  de  Moraes,  Antonio  and  family/Brazil 

2.0 

72 

236 

Garza  Laguera,  Eugenio  and  family/Mexico 

2.0 

77 

242 

Kwek  Leng  Beng/Singapore 

2.0 

59 

192 

Miyamoto,  Masafumi/Japan 

2.0 

43 

188 

Morita,  Masao/Japan 

2.0 

45 

188 

Rai,  Vinay  and  family/India 

2.0 
1.9 

50 

180 

Ebner,  Martin/Switzerland 

54 

215 

Matthews,  Terry  U  K 

1.9 

56 

216 

Pattison,  Jim/Canada 

1.9 

71 

240 

Sherman,  Bernard/Canada 

1.9 

58 

240 

Bamford,  Sir  Anthony  and  family/U.K. 

1.8 

54 

216 

Fok,  Henry/Hong  Kong 

1.8 

77 

176 

Hargreaves,  John  and  family  U  K 

1.8 

56 

216 

Ho,  Stanley/Hong  Kong 

1.8 

78 

176 

Quek  Leng  Chan/Malaysia 

1.8 

59 

190 

Sekiya,  Kenichi/Japan 

1.8 

62 

190 

Birla,  Kumar  Mangalam  and  family/India 

1.7 

33 

180 

Busujima,  Kunio/Japan 

1.7 

61 

190 

Chang  Yung-fa/Taiwan 

1.7 

73 

192 

Rogers,  Edward  S.  (Ted)/Canada 

1.7 

67 

240 

Rothschild  family/France/U.K. 

1.7 

205 

Shigeta,  Yasumitsu  Japan 

1.7 

35 

190 
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Net  worth 

(Soil)  Page  I    I  Name 


Net  worth 
($bil)  Page 


A         ■■ 

Fok,  Henry 

1.8 

176 

L 

Foriel-Destezet,  Philippe 
Fukuda,  Yoshitake 

3.1 
4.7 

202 
182 

Agnelli,  Giovanni  and  family 

5.0 

212 

Landolt,  Pierre  and  family 

6.3 

214 

Al  Jeraisy,  Abdul  Al  Rahman 

2.0 

226 

Fukutake,  Soichiro 

2.4 

188 

Latsis,  Spiro 

4.3 

210 

Al  Rajhi,  Saleh  bin  Abdul  Aziz 

3.6 

224 

Funai,  Tetsuro 

2.8 

166 

Lauder,  Leonard  Alan 

3.9 

252 

Al-Ghurair,  Abdul-Aziz 

2.4 
3.5 

228 
222 

Fung,  Victor  &  William 

2.3 

176 

Lauder,  Ronald  Steven 
Lede,  David  and  Cliff 

3.9 
2.1 

252 

Al-Hariri,  Rafik  and  family 

G 

■ 

240 

Al-Kharafi,  Nasser  and  family 

5.7 
20.0 

222 
205 

Lee  Kun-hee  and  family 
Lee  Shau  Kee 

2.8 
8.6 

192 

Albrecht,  Theo  &  Karl  and  family 

Garza  Laguera,  Eugenio  and  family 

2.0 

242 

174 

Allen,  Paul  Gardner 

28.0 

244 

Gates,  William  H.  Ill 

60.0 

244 

Lerner,  Alfred 

3.9 

252 

Alsaud,  Prince  Alwaleed  Bin  Talal 

20.0 

224 

Gerling,  Rolf 

4.3 

257 

Li  Ka-shing 

11.3 

172 

Ambani,  Dhirubhai  and  family 

6.6 

176 

Goodnight,  James 

5.1 

250 

Li,  Richard 

4.3 

174 

Anschutz,  Philip  F. 

15.5 

246 

Greenberg,  Maurice  Raymond 

4.0 

252 

Lim  Goh  Tong 

3.6 

190 

Arison  Dorsman,  Shari 

2.1 

222 

Grosvenor,  Gerald  Cavendish 

Louis-Dreyfus,  Gerard  and  family 

2.6 

202 

Arnault,  Bernard 

12.6 

201 

and  family 

5.5 

216 

Lowy,  Frank 

2.1 

172 

B 

H 

■ 

M 

Ballmer,  Steven  Anthony 

15.5 

246 

Haefner,  Walter 

8.3 

257 

Maione,  JohnC. 

4.1 

252 

Bamf ord,  Sir  Anthony  and  family 

1.8 

216 

Haffa,  Thomas 

4.0 

206 

Mann,  Hugo  and  family 

2.4 

210 

Bass,  Lee  Marshall 

4.4 

250 

Halley,  Paul-Louis  and  family 

6.3 

202 

Mantegazza,  Sergio 

2.5 

215 

Bass,  Robert  Muse 

4.0 

250 

Hargreaves,  John  and  family 

1.8 

216 

Marinho,  Roberto 

6.4 

232 

Bass,  Sid  Richardson 

4.9 

250 

Haub,  Erivan  and  family 

4.2 

206 

Mars,  Forrest  Edward  Jr. 

5.5 

248 

Beisheim,  Otto 

4.1 

206 

Hayek,  Nicolas 

2.9 

215 

Mars,  Jacqueline  Badger 

5.5 

248 

Benetton,  Luciano  and  family 

4.8 

212 

Herz,  Guntcr  and  family 

4.7 

206 

Mars,  John  Franklyn 

5.5 

248 

Berlusconi,  Silvio 

12.8 

210 

Ho,  Stanley 

1.8 

176 

Matthews,  Terry 

1.9 

216 

Bertarelli,  Ernesto 

9.1 

212 

Hopp,  Dietmar  and  family 

2.2 

210 

McCaw,  Craig  O. 

6.1 

248 

Bettencourt,  Liliane 

15.2 

6.1 

257 
248 

Hostetter,  Amos  Barr  Jr. 

3.9 

252 

Mendoza,  Lorenzo  and  family 
Mikitani,  Hiroshi 

2.1 
2.2 

242 

Bezos,  Jeffrey  P. 

1 

■ 

188 

Birla,  Kumar  Mangalam  and  famil) 

I     1.7 
2.8 

180 
202 

Mittal,  Lakshmi 
Miyamoto,  Masafumi 

2.1 
2.0 

180 

Bouygues,  Martin 

Icahn,  Carl  Celian 

3.7 

252 

188 

Branson,  Richard 

3.3 

216 

Irving,  James.  Arthur  and  John 

4.1 

240 

Mohn,  Reinhard  and  family 

5.7 

205 

Broad,  Eli 

4.2 

250 

Ito,  Masatoshi 

6.2 

182 

Moller.  Maersk  McKinney 

3.3 

201 

Bronfman,  Charles  R. 

3.3 

240 

Itoyama,  Eitaro 

2.8 

188 

Mori,  Akira 

3.9 

184 

Bronfman,  Edgar  M.  Sr. 

3.7 

28.0 

1.7 

252 
244 
190 

Iwasaki.  Fukuzo 

44 

184 

Morita,  Masao 
Murdoch,  Keith  Rupert 

2.0 

9.4 

188 

Buffett,  Warren  Edward 

J       ■■■ 

246 

Busujima,  Kunio 

N 

c 

Jahr,  John  and  family 
Jameel.  Mohammed  and  family 
Jinnai,  Ryoichi 

2.5 
3.5 
3.1 

210 
226 
184 

Nadar,  Shiv 

Newhouse,  Donald  Edward 

3.7 
4.5 

180 

Chandra,  Subhash 

3.0 

180 

250 

Chang  Yung-fa 

1.7 

192 

Johnson,  Abigail 

7.4 

246 

Newhouse,  Samuel  Irving  Jr. 

4.5 

250 

Cheng  Yu-tung 

2.9 

174 

Johnson,  Edward  Crosby  III 

3.7 

246 

Ng  Teng  Fong  and  Robert 

3.4 

192 

Cisneros,  Gustavo  and  family 

3.5 

242 

Johnson,  Samuel  Curtis  and  family 

4.4 

250 

Nicholas,  Henry  T. 

5.4 

248 

D 

K 

O      flLM 

Dassault,  Serge  and  family 

5.1 

202 

Kadoorie,  Michael  and  family 

2.6 

176 

O'Reilly,  Anthony 

2.2 

210 

David  Weill.  Michel 

2.2 

205 

Kamel,  Saleh 

4.0 

224 

Oetker,  Rudolf  and  family 

3.2 

206 

Del  Vecchio,  Leonardo 

5.5 

210 

Kampf,  Serge 

2.1 

205 

Ofer,  Yuli  and  Sammy 

2.1 

222 

Dell,  Michael 

17.8 

244 

Kamprad,  Ingvar 

3.0 

212 

Okada,  Kazuo 

4.7 

184 

Deshpande,  Gururaj  E. 

3.9 

252 

Karamehmet,  Mehmet  and  family 

8.0 

228 

Olayan,  Suliman 

8.0 

224 

Doris,  Ennio 

4.3 

212 

Kerkorian,  Kirk 

5.9 

248 

Omidyar,  Pierre  M. 

5.0 

250 

Dumas,  Jean-Louis  and  family 

3.7 

202 

Kinoshita,  Kyosuke 
Kirch,  Leo 

5.0 
11.5 

182 
205 

Oppenheimer,  Nicky  and  family 
Otsuka,  Akihiko  and  family 

2.8 
3.6 

226 

E 

184 

Kluge.  John  Werner 
Knight.  Philip  H. 

11.9 
3.8 

246 
252 

Otto,  Michael  and  family 

6.3 

205 

Ebner.  Martin 

1.9 

215 

P 

Ecclestone,  Bernard 

2.2 

47.0 

216 
244 

Koc,  Rahmi  and  family 
Kokkalis,  Socrates 

4.4 
2.7 

228 
210 

Ellison,  Lawrence  Joseph 

Packer,  Kerry 

3.8 

172 

Engelhorn,  Curt 

5.2 

257 

Koo  family 

3.2 

168 

Pattison,  Jim 

1.9 

240 

Ermirio  di  Moraes.  Antonio  and  family  2  0 

236 

Kristiansen,  Kjeld  Kirk 
Kuo.  Terry 

3.1 
2.8 

201 
192 

Perez  Companc,  Gregorio 
Persson,  Stefan 

2.1 
7.7 

236 

r 

212 

1MB 

Kuok,  Robert 
KwekLengBeng 

4.6 

2.0 

190 
192 

Pinault,  Francois 
Planner,  Hasso 

7.8 
4.9 

202 

Faria.  Aloysio  de  Andrade 

2  8 

236 

206 

Fentener  van  Vlissingen  family 

2.9 

196 

Kwok  bros .  Walter,  Thomas, 

Premji,  Azim  and  family 

6.9 

176 

Filo,  David 

5.9 

248 

Raymond 

9.0 

172 

Pritzker,  Robert  Alan 

5.5 

248 
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Pritzker,  Thomas  J. 


Quandt.  Johanna  and  family 
Quek  Leng  Chan 


Rai,  Vinay  and  family 
Rausing,  heirs  of  Gad 
Rausing,  Hans 
Redstone,  Sumner  M. 
Rogers,  Edward  S.  (Ted) 
Rothschild  family 


Net  worth 
($bil)  Page 


5.5     248 


2.0 
9.0 
7.4 
12.1 
1.7 
1.7 


Sabanci,  Sakip  and  family  5.7 

Safra,  Joseph  and  Moise  3.0 

Sahenk,  Ayhan  and  family  3.6 

Sainsbury,  David  and  family  4.1 

Saji,  Nobutada  and  family  7.1 

Samueli,  Henry  5.1 

Sawiris,  Onsi  and  family  2.1 

Schmid,  Gerhard  2.9 

Schmidheiny,  Stephan  4.3 

Schmidheiny,  Thomas  3.7 


180 
257 
257 
246 
240 
205 


228 
236 
220 
257 
182 
248 
222 
206 
214 
214 


Net  worth 
($bil)  Page 


Schwab,  Charles  R.  7.5  246 

Sekiya,  Kenichi  1.8  190 

Sherman,  Bernard  1.9  240 

Shigeta,  Yasumitsu  1.7  190 

Sidhu,  Sanjiv  6.5  248 

Siebel,  Thomas  M.  4.2  250 

Simplot,  John  R.  4.4  250 

Skoll.Jeff  2.9  240 

Slim  Helu.  Carlos  7.9  242 

Son,  Masayoshi  19.4  182 

Soru,  Renato  4.3  198 


Takei,  Yasuo  9.3  182 

Takizaki,  Takemitsu  3.8  184 

Tan,  Lucio  2.1  190 

Thomson,  Kenneth  16.1  236 

Tsai  Wan-lin  and  family  6.7  192 

Tsutsumi,  Yoshiaki  3.5  184 

Turner,  Robert  E.  (Ted)  8.3  246 


Vik,  Alexander  and  family  2.9      212 

von  Finck,  August  and  family  5.2     206 

von  Holtzbrinck,  Dieter  and  family    5.0     206 


Name 

Net  worth 
($bil)  Page 

von  Siemens  family 

5.9     257 

^■■i 

Waitt,  Theodore  W. 
Walton,  S.  Robson 
Wang,  Nina 
Wang,  Patrick 
Wang.Y.C. 
Wertheimer,  Alain 
Weston,  Galen 
Widjaja,  Eka  Tjipta 
Wurth,  Reinhold 


Yamauchi,  Hiroshi 
Yanai,  Tadashi 
Yang,  Jerry 
Yoshida,  Tadahiro 


Zambrano,  Lorenzo 


5.5 

248 

0.0 

244 

3.7 

174 

4.5 

174 

4.3 

192 

2.5 

202 

2.4 

240 

3.2 

180 

4.8     257 


ii 


2.5  188 

5.8  182 

5.7  248 

2.7  188 


2.1     242 
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Tokyo's  Buried  Treasures 

With  the  Nikkei  at  17,000,  it  seems  that  the  last  bull  has  given  up  on  Japan. 
That  would  make  it  a  good  time  to  consider  some  investments  there. 


BY  JACK  EGAN 

FOR  THE  PAST  TEN  YEARS  IN- 
vesting  in  Japan  has  been  remi- 
niscent of  Madam  Butterfly,  ex- 
cept the  foreigners  are  the  ones 
ending  up  with  a  blade  through 
them.  Many  foreign  investors  have  fled 
from  stocks  traded  in  Tokyo. 

One  reason  is  the  market's  down- 
draft  this  spring  after  a  heartening  1999 
rally.  Another,  more  ominous  factor: 
fears  that  the  Japanese  government  is 
both  tweaking  the  market  and  phony- 
ing  the  numbers  to  hide  how  weak  the 
nation's  economy  remains. 

"Investors  got  too  excited  about 
Japan  last  year,"  says  Michael  Levy,  who 
is  the  head  of  international  equities  for 
the  Deutsche  Asset  Management  family 
of  mutual  funds  run  out  of  New  York. 
The  top-rated  (up  28%  for  the  most 
recent  12  months)  $4  billion  Deutsche 
International  Equity  Fund,  his  major 
fund,  has  stayed  that  way  by  under- 
weighting  stocks  in  the  globe's  second- 
largest  economy.  While  Japan's  market 
value  is  25%  of  the  combined  non-U.S. 
markets  in  the  world,  this  fund  is  just 
12%  in  Japanese  stocks. 

Levy  and  other  American  invest- 
ment managers  are  suspicious  about 
the  Nikkei's  climb  above  20,000  just 
before  the  corporate  fiscal  year  ended 
on  Mar.  31.  That's  when  banks  and 
other  financial  institutions  mark  their 
equity  holdings  to  market  for  the  1999 
the  higher  share  prices  stand  on 
e,  the  stronger  theii  capita]  po- 
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sition  looks.  Price  manipulation  cannot 
be  ruled  out,  even  for  big  companies; 
some  of  them  have  fairly  small  trading 
volumes. 

Another  recent  controversy  is  the 
Japanese  government's  omission  of  a 
normally  reported  statistic  for  1999's 
final  quarter.  Its  absence  made  the 
economy  seem  stronger.  When  the 
media  unearthed  the  curious  exclusion, 
the  government  restated  the  numbers 
downward. 

Levy  is  dismayed  that  when  the 
Nikkei  was  substantially  revised  in  early 
April  to  reflect  that  changing  economy, 
not  one  of  the  many  construction  com- 
pany stocks  was  dropped.  Reason:  big- 
time  largesse  in  the  form  of  massive — 
and  massively  wasteful — public  works 
contracts,  which  he  attributes  to  their 


being  major  financial  backers  of  the 
ruling  Liberal  Democratic  Party.  The 
boondoggles  are  meant  to  keep  the 
economy  from  sinking  further. 

Despite  all  the  macro  problems, 
however,  good  buys  still  exist  in  Japan. 
Levy,  an  18-year  veteran  of  the  global 
markets  at  52,  says  the  key  is  to  find 
companies  honed  by  international 
competition  with  good  growth 
prospects  like  Sony  and  drugmaker 
Takeda  Chemical  Industries. 

These  stocks  aren't  cheap  by  the 
most  common  measure  used  in  the 
U.S.,  namely  the  ratio  of  price-to-earn- 
ings.  Sony  goes  for  96  times  2000  earn- 
ings. (Composite  P/E  for  the  225-issue 
Nikkei:  1 56.)  But  there's  another  way  to 
analyze  the  fundamentals,  suitable  to  a 
country  like  Japan,  whose  tax  system 


Japan's  Jewels 


The  country's  stocks  aren't  cheap,  but  these  stand  a  good  chance  of  future  gains 
as  earnings  expand.  Not  too  shabby  for  a  nation  still  mired  in  recession. 


Company/business 


Recent 
price 


2000E 

P/E 


1999 
sales 
($mil) 


Market 
value 
($mil) 


Daiwa  Securities  Group/brokerage 

$14.21 

16 

$6,085 

$18,923 

Fast  Retailing/specialty  retailing 

445.84 

56 

996 

11,820 

Isetan/retailing 

10.43 

56 

4,813' 

2,317 

Matsushita  Electric  Industrial1  plecti omes 

249.94 

48 

66.424 

51,549 

Pioneer'/electronics 

35.00 

57 

5,604 

6,285 

SonyVelectronics 

101.63 

96 

60,849 

92,897 

Tokio  Marine  &  Fire  InsuranceVinsurance 

55.00 

43 

18,655 

17,047 

Toshiba/electronics 

10.49 

42 

55,826 

33,772 

Toyota  Automatic  Loom  Works/auto  assembly  equip 

21.85 

38 

6,076 

6,190 

Trans  Cosmos/Internet  investments 

166.78 

174 

3191 

4,060 

Prices  as  of  June  5     Figures  for  1998    'American  Depositary  Receipt. 

Sources  Worldscope.  IBES  International.  Exshare  and  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


rewards  hefty  depreciation  deductions. 
Instead  of  looking  at  earnings,  look  at 
"cash  flow"  in  the  Value  Line  sense  of 
net  income  plus  depreciation.  Sony  is 
trading  at  22  times  cash  flow. 

Japan's  consumer  spending,  60%  of 
its  economy,  has  long  been  hobbled  by 
tightfistedness.  Nevertheless,  it  can  be 
fertile  for  retailers.  Like  Fast  Retailing,  a 
clothing  chain  catering  to  the  under-25 
set,  that  has  been  called  the  Gap  of 
Japan.  And  while  their  elders  hoard 
every  last  yen,  young  folks  are  spending 
money  on  trendy  duds.  Fast  Retailing's 
sales  at  existing  outlets  have  been  going 
up  by  50%  thus  far  this  year.  The  com- 
pany produces  most  of  its  goods  in 
China,  which  keeps  costs  down. 

Isetan  is  a  department  store  chain 
that  increasingly  caters  to  the  cost 
conscious.  That's  a  good  strategy  in  a 
parsimonious  land.  Known  in  the  U.S. 
for  its  disastrous  investment  in  the 
upscale  Barneys  clothing  emporiums, 
Isetan  has  been  more  of  a  success  at 
home  and  is  recommended  by  Kathy 
Matsui,  chief  Japan  stock  strategist  at 
Goldman  Sachs. 

Electronics  is  Japan's  strong  suit.  A 
big  shot  in  this  realm  is  Pioneer,  which 
is  making  a  move  into  the  hot  area  of 
recordable  DVD  players.  An  ever  bigger 
shot  is  Matsushita  Electric  Industrial, 
known  for  the  Panasonic  brand  that 
graces  everything  from  portable  CD 
players  to  television  sets — and  most 
notably,  high-definition  TVs,  the  new 
wave  boob  tube.  Sony  is  in  all  those 
products,  while  cleaning  up  in  the 
videogame  business  with  its  PlaySta- 
tion. Then  there's  Toshiba,  which 
makes  everything  from  semiconductors 
to  televisions  to  laptops.  Among  this 
bunch,  Toshiba  (projected  2000  P/E:  42) 
and  Matsushita  (48)  are  the  most 
affordable. 

Don't  forget  the  auto  industry.  The 
cheapest  method  of  buying  into  this  is 
via  Toyoda  Automatic  Loom  Works, 
which  is  Toyota  Motor's  largest  share- 
holder. No,  Toyoda  Loom  isn't  a  textile 
outfit;  it  specializes  in  making  the 
equipment  for  auto  assembly  plants. 
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Recently  it  purchased  BT  Industries  of 
Sweden.  Toyoda  Loom,  at  38  times  for- 
ward earnings,  trades  at  $22.  Martin 
Whitman,  manager  of  the  Third  Av- 
enue Value  fund,  thinks  that's  far  too 
low:  Its  book  value,  before  capital  gains 
and  unrealized  depreciation,  is  $44. 

In  the  blood-soaked  financial  arena, 
another  value  play  is  insurance  giant 
Tokio  Marine  &  Fire,  trading  at  40%  to 
50%  of  net  asset  value  before  deferred 
taxes  on  unrealized  depreciation.  The 
overlooked  dimension  of  Tokio  Marine 
is  its  bold  move  into  promising  ven- 
tures like  money  management.  To 
Whitman,  it's  potentially  the  "Citi- 
group of  the  Eastern  Hemisphere."  The 
company  is  positioned  to  take  advan- 
tage of  an  aging  population  with  cover- 
age of  long-term  nursing  care. 

And  yes,  despite  chronic  market 
turbulence,  prospects  are  strong  for  the 
Big  Three  brokerage  houses — Nomura, 
Nikko  and  Daiwa.  All  recently  reported 
their  highest  profits  since  the  equity 
bubble  burst  a  decade  ago.  Daiwa  Secu- 
rities looks  best  with  the  highest  return 
on  equity  of  the  three:  18.2% 

The  more  adventurous  might  try 
Trans  Cosmos,  a  junior  version  of  Soft- 
bank. It  has  a  Softbank-like  crazy  mul- 
tiple of  174.  But  Trans  Cosmos  has 
been  reporting  better  financial  results:  a 
105%  increase  in  net  earnings  for  the 
fiscal  year  ending  Mar.  3 1 . 

The  big  economic  picture?  Despite 
a  protracted  recession,  corporate  earn- 
ings reports  this  year  have  exceeded  ex- 
pectations. More  companies  are  em- 
bracing I'. S. -style  stock  options  as  an 
executive  incentive.  A  new  bankruptcy 
law,  effective  in  April,  could  hasten  re- 
structuring of  moribund  enterprises. 
The  once-sacrosanct  banks  are  also  up 
lor  grabs,  with  new  investors  attracted 
by  a  procedure  similar  to  the  U.S.'  with 
the  savings  and  loan  debacle.  Banking 
authorities  just  approved  a  Softbank- 
led  bid  for  Nippon  Credit  Bank.  That 
follows  the  takeover  by  U.S.  investors  oi 
[apan's  Long-Term  Credit  Bank  in  1999 

der  favorable  terms 

the  1999  market  rally  was 
m>i  than  aberration.        F 
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TAXIMC      MATTERS 

Play  Ball 

Never  filed  a  gift  tax  return- 
or  at  least  an  honest  one? 
New  rules  give  you  a  reason 
to  do  so  now. 


BY  ASHLEA  EBELING 

A  GOOD  MANY  TAXPAYERS  HAVE 
flouted  the  gift  tax  law,  either 
failing  to  file  the  required  re- 
turns or  flagrantly  undervaluing  gifts 
on  their  returns.  They  gambled  that 
the  Internal  Revenue  Service,  which 
audits  less  than  1%  of  gift  tax  returns, 
wouldn't  touch  them. 

The  IRS,  for  its  part,  caught  up 
with  some  violators  after  they  died, 
since  it  audits  13%  of  estates  worth  Si 
million  or  more.  During  these  estate 
audits,  agents  would  revalue  gifts 
made  many  years  before,  raising  the 
estate  tax  owed.  This  tactic  meant  that 
taxpayers  who  filed  gift  tax  returns 
couldn't  be  sure  how  their  estates 
would  fare. 

But  now  Congress  and  the  IRS  have 
attempted  to  introduce  more  cer- 
tainty— and  compliance — to  this  part 
of  the  tax  code.  In  December  the  IRS 
issued  rules  implementing  two  new 
laws.  With  them  Congress  has  given 
taxpayers  an  incentive  to  file  honest 
gift  tax  returns  and  the  IRS  new  power 


if  they  don't.  "Everybody's  scared," 
says  Lawrence  Schwartz,  a  Boston  CPA. 
"But  even  with  the  new  rules,  you  can 
still  play  with  the  system." 

Under  the  new  regime,  if  you  ade- 
quately and  honestiy  disclose  a  gift,  the 
IRS  has  only  the  usual  three  years  to 
audit  your  return  and  can't  reopen  the 
issue  in  a  later  estate  tax  audit.  If  you 
don't  make  adequate  disclosure,  or  if 
the  statements  on  your  return  rise  to 
the  level  of  fraud,  you're  not  in  any 
three-year  safe  harbor  and  the  IRS  can 
revisit  your  return  at  any  time. 

There  are  several  reasons  to  make 
gifts,  as  opposed  to  just  leaving  assets 
in  your  estate.  You  can  transfer  stock 
in  a  startup  before  it  appreciates,  or 
stick  real  estate  in  a  family  limited 
partnership  and  then  give  partnership 
shares  at  a  discount  from  the  value  of 
the  underlying  assets  (FORBES,  Apr. 
17).  And  the  gift  tax  is  lighter  on  your 
family's  wallet  than  the  estate  tax, 
even  though  the  rates  are  nominally 
the  same.  (That's  because  the  IRS  val- 
ues a  gift  as  what's  left  aftertax  for 
your  heir,  while  it  values  a  bequest  as 
the  pretax  amount.) 

So  what's  adequate  disclosure? 
First,  the  basics.  If  you  give  anyone 
more  than  $10,000  in  a  year,  you  must 
file  a  gift  tax  return  by  Apr.  15  of  the 
next  year.  You  can  give  smaller  gifts 
without  filing  a  return  and  without  it 
counting  against  your  $675,000  (cur- 
rently) combined  lifetime  gift  tax/es- 
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her  earned  income.  She 
might  also  qualify  for  the 
$1,500  Hope  Scholarship 
Credit  or  $1,000  Lifetime 
Learning  Credit.  By  con- 
trast, your  income  is  likely 
too  high  to  claim  these 
credits,  which  start  phasing 
out  when  a  couple's  in- 
come exceeds  $80,000. 

Here  the  rules  get  very 
tricky.  Liz  can  claim  a  Hope 
or  Lifetime  Learning  edu- 
cation credit  so  long  as  you 
don't  claim  her  as  your  de- 
pendent on  your  tax  re- 
turn, says  Pricewaterhouse- 
Coopers  Detroit  partner 
Bernard  Kent.  (He  notes 
that  even  if  this  is  not  what 
Congress  intended,  it's  how 
the  rules  read.)  But  couples 
with  $195,000  or  more  in 
income  lose  some  or  all  of 
their  dependent  exemptions  anyway, 
under  yet  another  phase-out  rule 
that  punishes  people  for  having  high 
incomes. 

So  if  Liz  can  get  an  education  credit, 
can  she  also  claim  a  $2,800  personal  ex- 
emption on  her  return?  Not  always. 
There's  a  longstanding  rule  that  says  Liz 
can't  claim  her  own  personal  exemption 
if  you  could  haw  claimed  her  as  a  de- 
pendent, whether  or  not  you  do  in  fact 
claim  her.  This  rule  prevents  the  kid 
from  using  a  personal  exemption 
against  her  own  summer  earnings  and 
capital  gains  when  her  parents  could 
have  claimed  the  exemption  but  didn't 
because  it  would  have  been  wiped  out 
anyway  on  their  1040. 

Okay,  so  you  want  to  construct  the 
family  finances  so  you  can  prove  that 
you  could  not  have  claimed  a  depen- 
dency exemption  foi  the  youngster. 
Now,  one  of  the  rules  that  determines 
whether  you  can  claim  a  child  as  a  de- 
pendent is  whether  you  furnish  at  least 
half  the  child's  basic  support  (food, 
clothing,  medical  (.arc  but  not  in  most 
ou  fail  to  furnish  half, 
■  lencyex- 
empl  i 


GRANDPARENTS  WHO  WANT  TO  HELP  PAY  FOR  COLLEGE 
CAN  PLAY  THE  CAPITAL  GAINS  LAWS,  TOO.  ONE  OPTION: 
GIVE  THE  KIP  STOCK  TQ  SELL,  INSTEAD  QF  CASH, 


What  if  you  hand  over  a  certificate 
for  $20,000  worth  of  Microsoft,  which 
the  child  immediately  sells?  The  IRS 
might  well  question  who's  really  "fur- 
nishing" living  expenses,  you  or  the  kid. 
Play  it  safe  by  having  Liz  earn  a  little  on 
the  side  herself  to  pay  for  food  and  also 
by  giving  her  the  stock  a  year  before  she 
sells  it.  (Warning:  Make  sure  your 
health  plan  will  still  cover  Liz  if  she's  no 
longer  claimed  as  your  dependent.) 

Now  you've  got  another  problem, 
cautions  Ernst  8c  Young  New  York  part- 
ner Martin  Nissenbaum:  "The  child  can 
take  the  money  and  run  and  not  pay  for 
college."  Solution:  Transfer  one  year's  tu- 
ition at  a  time. 

What  if  you  can't  arrange  matters 
to  park  appreciated  stock  in  the  pock- 
ets of  low-income  family  members? 
There's  still  something  in  the  new  cap- 
ital gains  law  for  you  to  think  about. 
As  of  2006,  upper  bracket  taxpayers 
get  the  1 8%  five-year  rate  on  assets  ac- 
quired after  Jan.  1, 2001.  However,  you 
can  make  an  election  to  treat  pre-2001 
assets  as  having  been  sold  on  Jan.  1, 
2001  and  immediately  bought  back  at 
the  same  price.  (The  IRS  hasn't  issued 
rules  yet,  but  it's  likely  you'll  make  this 


election  on  the  tax  return  you  file  Apr. 
15,  2002.)  You'd  owe  tax  on  gains  up 
to  Jan.  1,  2001,  but  the  assets 
could  qualify  for  the  18%  rate  in 
2006.  Given  congressional  fickleness 
and  the  desirability  of  delaying  taxes, 
the  election  makes  sense  only  for  as- 
sets that  have  minimal  or  no  appreci- 
ation, says  Kent. 

Grandparents  who  want  to  help 
with  college  should  think  about  capital 
gains  tax  laws,  too.  If  they're  in  the  20% 
bracket  for  long-term  gains  and  the 
grandchild  is  at  8%,  it  may  make  more 
sense  to  transfer  appreciated  shares  of 
stock  instead  of  cash.  Another  clever 
approach  would  be  to  find  some  depre- 
ciated stock  to  be  cashed  in  for  tuition. 
In  that  case  the  grandparents,  not  the 
kid,  should  sell  the  shares,  using  the  loss 
to  offset  other  gains. 

One  last  thing.  When  we  say  "ap- 
preciated assets"  we  mean,  for  the  most 
part,  stocks.  Collectibles  don't  qualify 
for  the  8%  rate.  Real  estate  does,  but 
not  to  the  extent  you  previously 
claimed  depreciation  on  it. 

Come  to  think  of  it,  maybe  you 
ought  to  get  the  kid  to  go  to  law  school 
to  study  the  tax  code.  I 
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Rag-Top  Bonds 

Convertibles  are  a  good  way  to  navigate  the 
rutted  landscape  of  technology  stocks. 


BY  JOHN  GORHAM 

SEARCHING  FOR  SOMETHING 
good  in  the  technology  sell-off? 
Try  convertible  bonds.  Until  the 
recent  unpleasantness,  technology 
investors  couldn't  get  enough  of  them: 
About  a  third  of  the  $40  billion  issued 
in  1999  and  the  $31  billion  this  year 
were  from  tech  outfits.  But  since 
March  tech  convertibles  have  gotten 
pounded.  Amazon's  4.75%  convert- 
ible due  2009  has  fallen  from  a  high  of 
$1,530  per  $1,000  of  face  value  (a  price 
reported  on  the  ticker  as  150)  to  a  re- 
cent $785.  That's  almost  as  sharp  as 
the  fall  in  Amazon  common,  from 
$113  to  a  recent  $50. 

If  you  are  an  impassioned  bull  on 
Amazon,  just  buy  the  stock.  If  you  are  a 
hesitant  bull,  buy  the  convert. 

Convertible  bonds  are  hybrids  be- 
tween bonds  and  stocks.  Like  most 
bonds,  the  Amazon  4.75s  pay  semian- 
nual interest,  have  a  maturity  date  and 
are  callable.  Each  bond  can  be  ex- 
changed anytime  before  maturity,  at 
the  holder's  option,  into  12.2  shares  of 
Amazon  common  stock.  The  convert's 
two  important  advantages  over  the 
stock  are  a  higher  yield  and  a  more  se- 
nior claim  on  assets  in  case  of  bank- 
ruptcy. You  pay  for  this  downside  pro- 
tection: It  the  common  shoots  upward, 
your  return  lags  somewhat. 

As  a  hybrid  security  a  convertible 
can  slide  toward  cither  the  stock  or  the 
bond  side.  When  the  underlying  com- 
mon lists,  i  convertible  begins  to 
trade  more  like  stock,  and  its  fixed-in- 
come characteristics  become  less  im- 
portant to  its  value.  The  difference  be- 
tween the  convertible's  price  and  its 
value  when  switched  into  equities — 
called  the  conversion  premium — nar- 
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Now  back  to 
the  Amazon  con- 
vertible. Even 
though  it  has  fallen 
significantly,  the 
Amazon  issue  has 
kept  its  low  con- 
version premium, 


so  the  bond  still 


closely  tracks  the  underlying  stock. 
That's  because,  with  only  an  8.3%  yield 
to  maturity,  the  Amazon  bond  isn't  any 
great  buy  as  a  pure  junk  bond  invest- 
ment. The  Amazon  convert  sports  a 
24%  conversion  premium. 

If  Amazon  shares  are  destined  to 
take  off,  the  common  is  a  better  buy — 
your  money  would  buy  a  24%  bigger 
stake  there  than  if  you  bought  the 
bond  and  converted  it  immediately 
into  equity.  But  what  if  the  stock 
climbs  merely  to  $70  in  two  years? 
Then  the  convertibles  would  likely 
trade  at  about  $1,030  per  bond,  figures 
Steven  Seefeld,  of  hedge  fund  Convert- 
Arb.com.  Add  in  another  $95  of 
coupon  payments  and  you  get  a  42% 
return  over  two  years,  compared  with 
40%  for  the  stock.  If  Amazon  stock 
dropped  to  $25,  he  says,  the  convert- 
ible would  likely  make  you  only  40% 
poorer.  Your  investment  would  be 
cushioned  by  the  interest  coupon  and 
the  floor  value  of  the  bond  as  a  pure 


fixed-income  investment. 

Another  candidate:  semiconduc- 
tor maker  Conexant  Systems.  The 
company's  shares,  at  a  recent  $44,  are 
off  65%  from  the  February  high. 
Caught  up  in  the  carnage  is  the  4% 
convertible  due  2007,  issued  in  March. 
At  a  recent  $744  it  has  a  yield  to  ma- 
turity of  9.2%.  That's  not  too  bad  a 
return  for  a  pure  bond.  Besides, 
Conexant  (unlike  Amazon)  is  in  the 
black.  The  equity  play  is  a  more  dis- 
tant one  here.  With  a  conversion  pre- 
mium of  81%  the  bond  is  less  likely 
to  pay  off  in  conversion  value  than  the 
Amazon  bond.  Conexant  common 
has  to  climb  83%  for  the  convertibil- 
ity feature  to  be  in  the  money. 

One  way  to  protect  yourself  is  to 
short  the  underlying  equity,  advises 
David  Sherman  of  hedge  fund  Cohanz- 
ick  Management.  If  that's  too  compli- 
cated, stick  with  buying  converts 
long — you  get  equity  exposure  without 
undertaking  the  full  risk  of  a  common 
stock  position.  F 


The  New  Economy's  Down-and-Out 


Shares  of  these  technology  and  Internet  companies  have  gotten  hammered. 
A  safer  bet  in  playing  a  potential  rebound  is  to  buy  the  convertibles. 


Company/issue 

Recent 
price 

Yield  to 
maturity 

Conversion 
premium 

Years  to 
pay  back 

Amazon.com/475%0f2009 

$785 

8.3% 

24% 

3.2 

Amazon.com/6  88\  of  2010 

757 

11.0 

60 

4.1 

Ameritrade/5.75%of2004 

645 

18.2 

66.5 

4.5 

; 

Conexant  Systems/4.00°o  of  2007 

744 

9.2 

81 

8.3 

Excite  At  Home/4.75%  of  2006 

700 

11.6 

90 

6.9 

; 

Euro-denominated  issue.  Sources.  ConverT-Arb.com, 

Converf6ond.com. 
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Commerzbank's 

intemationa  banking  and  finance 

capabilities  in  perspective 


Are  you  really  up  to  speed 
for  global  change? 

Call  in  the  experts  from  Commerzbank. 


To  help  meet  the  growing  necessity  for  quick  but 
smooth  transitions  to  the  new  complexities  of  the  market- 
place in  Europe  and  around  the  world,  you  can  rely  on  the 
highly  flexible,  integrated  approach  of  Commerzbank. 

Whether  your  requirements  call  for  commercial  bank- 
ing transactions  or  investment  banking  know-how, 
Commerzbank  -  one  of  Europe's  large  universal  banks 


with  total  assets  of  over  €  400bn  -  has  the  experience, 
capacity  and  global  reach  to  provide  a  rapid  response. 
Wherever  you  need  it:  about  70  outlets  in  45  countries. 

To  get  up  to  speed  for  worldwide  change,  call  in  the 
Commerzbank  experts  nearest  you.  Commerzbank  - 
a  premier  European  universal  bank  with  a  global  sales 
network. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank's  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group  s  research.  Both  the  quality  and  sccpe  of  our  research  is  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world.  For  more  information  about  Commerzbank's  broad  research  capabilites,  just  contact  us  in  Frankfurt 
(vowurwtrtet haftecommerzbank.com  i,  London  (co— sec@commerzbankib.com).  New  York  tcbmailboxOcBkna.com>.  Singapore  (Fax  +65  225  39  43). 
or  Tokyo  (cbkiapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 
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Magic  Books 

THE  THREE  HARRY  POTTER  BOOKS  HAVE 
performed  alchemy  for  their  American 
publisher,  Scholastic  Corp.,  selling  21  mil- 
lion copies  since  the  British  children's  se- 
ries debuted  in  1997.  The  young  wizard's 
adventures  stand  to  conjure  up  even  bet- 
ter earnings  when  the  fourth  Potter 
comes  out  in  July.  Scholastic  (Nasdaq: 
SCHL)  ordered  a  record  first  press  run  of 
3.8  million  copies. 

Scholastic  is  more  than  just  hocus- 
pocus,  says  Robert  Fetch,  a  Lord,  Abbett 
&  Co.  portfolio  manager.  Well  positioned 
to  exploit  the  baby  boomlet  under  way, 
Scholastic  boasts  a  strong  kid-focused 
product  lineup:  everything  from  class- 
room texts  to  the  75-title  Clifford  the  Big 

Red  Dog  series  and  the  U.S.  license  to  the 
Flying  off  the  shelves  for  Scholastic.        wUd,y  popu,ar  Pokemon  lme  of  story 

books.  This  year  the  publisher  bought  rival  Grolier,  further  broadening  its  range. 
In  the  first  three  quarters  of  fiscal  2000  (ended  Feb.  29)  net  income  rose 
37%  and  revenues  22%.  But  like  other  publishers'  stock,  Scholastic's  hasn't 
sparkled — down  22%  from  its  January  high.  There's  room  for  improvement 
here.  Scholastic  now  trades  at  $55,  17  times  Fetch's  2000  earnings  projection. 

— Christopher  Helman 
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for  investors'  own  good. 

Krispy  Kreme  (Nasdaq:  KREM)  has  f 
indeed  produced  higher  same-store 
sales,  up  19%  so  far  this  year.  And  it  has 
ambitious  expansion  plans  beyond  its 
1 53  shops.  Nice,  but  with  6 1  -cent  yearly 
earnings  per  share  it  needs  unsustain- 
able growth — reaching  a  $2.40  EPS — 
for  its  multiple  to  be  on  a  level  with  the 
rest  of  the  fast-food  industry.  McDon- 
ald's is  at  24  times  earnings. 

Meanwhile,  as  it  expands,  Krispy 
Kreme  can  expect  to  run  into  stiff  com- 
petition from  the  much  larger  Dunkifr 
Donuts  (3,600  U.S.  stores),  owned  by 
Britain's  giant  Allied  Domecq.  Odds  are 
that  when  the  trendiness  fades,  so  will 
Krispy  Kreme.  Short  Krispy  Kreme  and 
cover  when  the  stock  hits  $35.    — C.H. 

Building  Boom 

THE  FEDERAL  RESERVE'S  YEARLONG 
rate  hike  regimen  hasn't  thus  far 
poleaxed  spending  for  plants  and  equip- 
ment. Despite  that,  shares  in  Jacobs  En- 
gineering Group  are  down  6%  since 
mid- 1999  to  $35.50,  leaving  the  esti- 


A  New  Form 

SINCE  THE  EARLY  1900S  REYNOLDS  & 
Reynolds  has  churned  out  paper  forms 
for  auto  dealerships.  Now  it's  selling 
the  forms  business,  which  makes  up 
half  the  company's  revenue,  and  is 
moving  full  tilt  into  Internet  systems 
for  its  clients. 

Steven  M.  Wilson,  chief  investment 
officer  at  Reich  &  Tang  Capital  Man- 
agement, says  Reynolds'  strong  links  to 
Detroit  will  make  this  firm  (NYSE:  REY) 
a  long-term  winner,  even  though  the 
immediate  impact  of  losing  the  forms 
division  will  be  a  25%  dip  in  earnings 
per  share.  But  the  upshot  will  be  a 
company  with  higher  margins  and  a 
Lister  growth  rate.  Wilson  predicts  an- 
nual earnings  growth  of  15%  for  the 
three  vc.irs.  \t  $27  Reynolds 
imgat  .  I  argain  13  times 

wigs. 
>     BBS'   Jul 


Reynolds'  soon-to-launch  Choice- 
Parts  will  connect  dealers  with  insurers 
and  replacement-parts  providers  on- 
line. And  giant  General  Motors  has  en- 
listed Reynolds  to  install  a  Web-based 
system  tying  together  its  5,000  dealers. 
In  a  vote  of  confidence,  GM  is  taking  a 
10%  stake  in  Reynolds. 

— Josephine  Lee 

Donut  Hole 

KRISPY  KREME  IS  A  TRENDY 
outfit  that  has  expanded 
the  cult  following  for 
its   sugary  donuts 
from  the  South  to 
the    rest    of    the 
country.   But    the 
stock — at  a  recent 
$59,  or  97  times 
trailing  earnings — 
is  much  too  sweet 


Krispy  Kreme's  trendy 
allure  will  grow  stale. 
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MARKETS  and  FORECASTS 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FOREC/ 

LSI 

2000  ESTIMATE 

The  US.  Economy                                         ACTUAL 

1999           Latest 

Mean    Chg  fr  5/4/00 

Automobile  sales1  (mil) 

17.4            18.0*    may 

17.2             3.9% 

Capacity  utilization  (%) 

81.1            82.1       apr 

81.4             0.4 

New  housing  starts2  (thou) 

1,667          1,666*  papr 

1,593             1.1 

Retail  sales3  ($bil) 

2,246          2,307*  papr 

2,478             0.2 

Trade  balance4  ($bil) 

-268           -300*  pmar 

-342             3.9 

Unemployment  rate5  (%) 

4.1              4.1      may 

4.1             0.5 

Gross  domestic  product  (%  chg) 

4.2              5.46    plQ 

4.7             9.8 

Inflation 

2.7             2.9*     apr 

3.0            0.0 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6             3.0*     apr 

3.0             7.9 

Prices 

227.25         233.47 

233.90             1.5 

CRB-Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50         283.60 

286.40           -3.0 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60          30.20 

25.43             2.5 

Currency 

German  marks  per  dollar 

1.94            2.05 

2.13           -0.9 

Yen  per  dollar 

102             107 

106           -4.1 

Dollars  per  euro 

1.01            0.95 

1.02             0.0 

James  Paulsen,  chief  investment  officer 
at  Wells  Capital  Management,  thinks  that 
even  with  the  current  tight  labor  market, 
wage  inflation  is  not  a  worry.  Average 
hourly  earnings  (wages  and  salaries) 
grew  just  3.5%-to  $13.65  for  the  12 
months  ending  in  May.  For  the  same 
period  in  1999  wages  rose  3.6%;  in  1998, 
4.3%.  Paulsen  thinks  that  over  the  next 
12  months  wage  growth  will  rise  only 
2.5%,  thanks  to  continuing  productivity 
gains  in  the  manufacturing  sector. 

Closeup:  Nonfarm  Average  Hourly  Earnings 

Seasonally  adjusted 

$13.80 

$13.60 

$13.40 

$13.20 


Source:  Bureau  of  Labor 
Statistics. 
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Forbes  Index:  Current:  322.0  2-wk  chg:  0.2% 


BRIDGE  COMMODITY  SP0TL 

Futures 

Price 

3-mo  chg 

July  Chi  wheat  (bushel) 

$2.70 

-1% 

July  copper  (lb) 

0  80 

0 

July  cotton  (lb) 

0  58 

-10 

July  crude  oil  (bbl) 

30  20 

10 

July  platinum  (troy  oz) 

537.80 

16 

Futures  Index 

Value 

3-mo  chg 

CRB  Index 

224.99 

5% 

Precious  metals 

26589 

4 

Grains 

174  18 

1 

Industrials 

20110 

-3 

Livestock  &  meats 

255.71 

-1 

MUTUAL  FUND  SPECIAL  FOCUS 


Few  people  refinance  their  mortgages  when  interest  rates  rise.  This  works  to  the  advantage 
of  Ginnie  Mae  funds,  which  invest  in  mortgage-backed  securities.  The  low-expense  funds 
below  yield  at  least  6.5%,  versus  6.1%  for  the  closest  benchmark,  a  ten-year  Treasury. 

TOTAL  RETURN7 
Fund  1  year  3  months  Yield         Assets  ($mil) 


AARPGNMA&  US  Treasury 
Dreyfus  Basic  GNMA 
Fidelity  Ginnie  Mae 


T  Rowe  Price  Summit  GNMA 
USAA  GNMA  Trust 
Vanguard  GNMA 


4.6% 


3  months 

2.4% 


5.2 


2.1 


5.0 


2.4 


4.4 


2.5 


3.1 


2.7 


5.3 


2.6 


6.5%         $3,760 


6.6 


110 


6.6 


1.673 


6.7 


58 


6.8 


416 


6.8 


12,361 


AUGUST  NATURAL  GAS  FUTURES 

No  quick  relief  in  sight  from  rising  en- 
ergy prices:  August  natural  gas  futures 
are  up  45%  over  the  last  three  months 
and  73%  since  the  beginning  of  the  year. 

Dollars  per  10  billion  BTUs 


Source  Bridge  Commodity 
Research  Bureau 


\   See  w  vw.fonV.;.c?m  for  updates  on  many 
■  items,  quotes  on  over  9,000 
AiLo   securitie. .  stock  reports  and  more. 
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Through  June  8  Sources:  Forbes:  Upper  Inc.:  Morningstar 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


As  of  early  June.  385  companies  were  waiting  to  go  public,  just  two  short  of  the  alltime 
high  for  number  of  issues  in  registration.  But  many  firms  are  delaying  IPOs  until  the  mar- 
ket becomes  less  volatile.  In  May  only  23  companies  went  public,  versus  57  a  year  ago. 

ESTIMATED  OFFERING 
Company/business 


Active  Power/flywheel  energy  storage 


Divine  lnterVentures/B2B  services 


Mobility  Electronics/PC  hardware 


ObjectSpace  Internet  software 


Storage  Networks/data  storage  services 


Stratos  Lighfwave/telecomm  equipment 


Share  price  ($)  Shares  (mil)    Size(Smil)      Sales  ($mil) 


NA 


NA 


NA 


$13-15 


14.3 


$200 


13-15 


4.0 


56 


NA 


NA 


NA 


17-19 


9.0 


162 


16-18 


8.8 


149 


$1 


14 


20 


72 


NA  Not  available.  Source  Renaissance  Capital/www  ipohome  com 

•12  months,  p  preliminary,  r  revised  Autos,  light  &  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  Total 
single  &  multiple  family,  seasonally  unadjusted  'Excluding  auto  sales,  seasonally  adjusted  'Total  goods  &  services,  seasonally 
adjusted  'Percent  of  civilian  labor  force  'Quarterly  change,  annualized  Source:  Bridge  Information  Systems. 
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MQNEY&  INVESTING 


Portfolio  Strategy  By  Kenneth  L.  Fisher 

How  To  Get  Richer 


% 


WANT  TO  KNOW  HOW  TO  BECOME  RICHER 
than  your  neighbors?  The  answer  comes 
from  the  history  of  FORBES'  global  billion- 
aires. Imagine  you're  number  200  on  the  list 
contained  in  this  issue  (p.  162),  and  you  have 
one  simple  goal:  for  your  ranking  to  keep  rising  so  you  be- 
come wealthier  than  your  fellow  billionaires.  How  to  do  it? 
Simple.  Just  keep  pace  with  the  stock  market.  Anyone  who 
does  that  will  watch  his  relative  wealth  rise. 

Take  the  first  FORBES  list  in 
1987.  It  didn't  have  200  bil- 
lionaires. FORBES  found  only 
140  of  them  and  couldn't  find 
200  until  1990.  Now  there  are 
at  least  450. 

But  that  lowliest  global  guy 
out  of  140,  with  a  mere  billion 
1987  bucks,  would  have  $8.2 
billion  now  had  he  simply 
bought  an  S&P  500  index 
fund — and  he  now  would  rank  29th.  Taxes,  you  say?  Okay, 
lop  off  30%  for  capital  gains  tax.  He  has  $5.7  billion  and 
ranks  51st. 

This  is  more  impressive  than  it  seems.  Maintaining  your 
rank  is  terribly  tough.  For  example,  not  one  of  1987's  top 
ten  remains  among  the  top  ten  now.  In  1987,  when  Japan's 
property  values  were  astronomical,  real  estate  magnate 
Yoshiaki  Tsutsumi  was  the  richest  person  on  earth,  with  $20 
billion.  Then  Tsutsumi's  wealth  fell  every  year  and  he 
slipped  off  the  top  ten  in  1996.  He  is  1 19th  this  year  among 
working  billionaires,  with  only  $3.5  billion. 

Few  of  the  top  ten  from  only  a  few  years  ago  remain  on 
that  roster  now.  And  only  one  of  1990's  top  ten  is  still  there — 
the  Waltons  of  Wal-Mart  fame.  Not  only  that:  Few  of  the 
original  billionaires  are  billionaires  now.  In  1990  the  200  bil- 
lionaires were  worth  a  total  of  $463  billion.  Investing  in  the 
S&P  would  have  put  that  at  $2.65  trillion  after  taxes  today.  But 
today  the  200  richest  are  worth  only  $1.1  trillion.  Suppose 
you  were  number  one  in  any  year  along  the  way.  Had  you  in- 
vested in  the  S&P  500,  you'd  still  be  first  (aftertax)  now. 

The  same  principles  apply  to  nonbillionaires.  And  to 
keep  pace  with  the  market,  you  need  to  adopt  the  funda- 
mentals of  portfolio  management  {see  "Downturn  Insur- 
ance," May  1.  for  details).  As  an  asset  class,  stocks  are  and  will 
continue  to  be  the    est  investment  vehicle. 

Skeptical?  You  thai  my  investment  alternative 

o  did  so  well.  And  25%  of  the 
:e  non-U.S.,  so  the  S&P  500  shouldn't  be  rele- 
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It's  simple.  Just 

keep  pace  with  the 

market.  FORBES' 

1987  billionaires 
should've  done  so. 


vant.  Okay.  The  numbers  change,  but  the  considerations  are 
the  same  if  we  use  the  standard  non-U.S.  equity  index,  Mor- 
gan Stanley's  Europe,  Australasia,  Far  East  Index  (EAFE). 
Ditto  for  Morgan's  World  Index,  which  includes  the  U.S. 

In  the  long  run  it  doesn't  matter.  While  U.S.  stocks 
bested  non-U.S.  stocks  recently,  finance  theory  holds  that 
over  time  they  must  be  almost  identical.  And  during  the  last 
30  years  the  S&P  500,  EAFE  and  World  have  had  average  an- 
nual returns  within  one  percentage  point  of  each  other. 

This  notion  is  not  new, 
nor  is  it  confined  to  billion- 
aires. I  made  the  same  point  in 
my  Oct.  14,  1996  column, 
demonstrating  that  it  worked 
the  same  way  for  the  FORBES 
400  richest  Americans.  That 
list  goes  back  to  1982. 

To  increase  your  wealth 
relative  to  your  peers,  try  these 
great  global  stocks: 
Shares  of  the  Dutch-based  ABN  Amro  (24,  ABN,  www. 
abnamro.com)  are  at  a  three-year  low.  This  global  power- 
house does  commercial  and  investment  banking  and  asset 
management  in  more  than  2,500  offices  in  30  countries. 
U.S.  operations  are  LaSalle  National  Bank  and  Chicago 
Corp.  The  bank  is  a  bargain  at  17  times  trailing  earnings. 
Also  Dutch-based  and  timely  is  Akzo  Nobel  (40,  AKZOY, 
www.akzonobel.com),  a  global  leader  in  pharmaceuticals, 
chemicals  and  paint.  It  operates  in  75  countries,  making 
everything  from  salt  and  fertility  drugs  to  antidepressants 
and  antipsychotics,  which  can  come  in  handy  for  investors. 
The  P/E  is  a  scary  50 — a  reflection  of  depressed  earnings.  But 
there's  another  way  to  look  at  it.  Take  Akzo's  $16  billion  en- 
terprise value  (debt  plus  market  cap)  and  compare  that  with 
earnings  before  depreciation,  interest  and  taxes.  This  so- 
called  enterprise  multiple  is  only  7,  versus  16  for  DuPont. 

France's  Moet  Hennessy  Louis  Vuitton  (82,  LVMHY, 
www.lvmh.com)  has  unstoppable  brand  names  in  liquor, 
cosmetics,  perfumes  and  fashions.  Its  P/E  is  99,  with  the  same 
story  as  Akzo  Nobel. 

The  parts  of  Denmark's  Novo  Nordisk  (82,  NVO, 
www.novo.dk)  are  worth  more  than  the  whole;  so  when  it 
splits  into  two  companies  late  this  year,  the  world's  largest 
enzymemaker  and  a  major  pharmaceutical  firm  should  do 
well  as  two  separate  stocks.  Buy  Novo  now.  F 


□ 


Kenneth  L.  Fisher  (kenfisher&ficom)  is  a  Wbodside, 

Calif. -based  money  manager. 

Visit  his  forum  at  tmfw.Jbrbes.com/fisher. 
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MONEY&INVESTING 


Stock  Trends  By  Robert  S.  S; 


Inflation  Insurance 


DO  YOU  BELIEVE  INFLATION  HAS  BEEN  FOREVER 
vanquished?  Alan  Greenspan  doesn't,  and  neither 
does  the  market.  Tripling  oil  prices  and  tight 
labor  markets  are  justifiably  prompting  inflation- 
ary expectations  both  in  Washington  and  on  Wall 
Street.  And  even  if  Greenspan's  current  efforts  are  enough 
to  quell  any  resurgence  of  the  dread  beast — as  they  were  in 
1994 — it  will  remain  lurking  in  the  background. 

That's  why  you'd  be  wise  to  hedge  against  the  possibil- 
ity. I  think  steadily  improving 
productivity  and  the  Inter- 
net's margin-squeezing  im- 
pact will  keep  inflation  low. 
But  I'm  not  willing  to  write 
off  the  threat  completely. 
Stocks  and  bonds  have  histor- 
ically been  poor  performers 
in  periods  of  escalating  infla- 
tionary expectations. 

The  antidote  to  this  threat 
is  relatively  new:  a  financial  instrument,  introduced  in 
1997,  that  is  inflation-indexed  and  backed  by  the  full  faith 
and  credit  of  the  federal  government.  I  think  Treasury  In- 
flation-Protected Securities,  or  TIPS,  should  make  up  5%  to 
10%  of  any  balanced  portfolio  (that  is,  one  mixing  stocks 
and  bonds). 

You  can  hedge  with  real  estate  and  commodities,  but 
these  are  far  less  liquid  than  Treasury  securities.  Hundreds 
of  millions  of  dollars  of  TIPS  trade  every  day  with  a  narrow 
spread  between  bid  and  ask  prices.  TIPS  come  in  a  variety  of 
maturities,  ranging  from  2  to  30  years.  Yields  are  surpris- 
ingly good.  The  4.25s  of  January  2010  trade  at  101,  for  a 
yield  to  maturity  of  4.1%  plus  inflation.  At  the  long  end  of 
the  spectrum  you  gel  3.9%  plus  inflation. 

In  both  cases  your  coupons  and  principal  are  pegged  to 
the  Consumer  Price  Index— U  (that's  the  urban  subseries). 
And  a  4%  real  return  is  very  good  on  a  low-risk  invest- 
ment. Its  better  than  what  you  can  get  on  other  nations' 
inflation-linked  securities.  It's  also  better  than  the  current 
retui  n  on  conventional  Treasurys,  where  the  nominal  yield 
to  maturity  is  6%  and  the  real  return  (roughly  speaking, 
nominal  yield  minus  inflation  rate)  is  3%  or  so. 

Why  the  difference?  Since  TIPS  haven't  been  around 
long,  the  investing  public  hasn't  fully  awoken  to  them,  so 
demand  hasn't  been  sufficient  to  drive  down  yields.  Then 
there's  the  tax  angle,  which  disconcerts  people. 

ie  inflation  adjustment  added  to  the  principal 
reah .  e  it  until  maturity.  Nevertheless,  you  must 
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TIPS  are  a  wise 
thing  to  add  to  any 
balanced  portfolio. 

And  especially  if 
inflation  tops  2%. 


pay  taxes  every  year  on  these  inflation  accretions. 

Example:  You  buy  a  $100,000  bond  yielding  4%  and  in- 
flation runs  at  3%  the  first  year.  The  first  year  you  collect 
$4,000  in  interest,  and  at  the  end  of  the  year  your  principal 
grows  to  $103,000.  The  next  year  your  cash  coupon  grows 
to  4%  of  $103,000.  But  your  first  year's  taxable  income  is 
the  full  7%  return,  or  $7,000.  (I've  oversimplified  just  a  bit: 
In  truth,  the  coupons  and  adjustment  for  TIPS  come  at  six- 
month  intervals.) 

As  they  were  with  zero- 
coupon  bonds,  so  too  with 
the  TIPS — people  are  afraid  of 
investments  that  have  higher 
taxable  incomes  than  cash  in- 
comes. This  is  an  irrational 
fear.  Your  tax  on  $7,000  of 
Treasury  interest  is  at  most 
$2,855.  Is  it  really  so  hard  to 
come  up  with  the  money  on 
Apr.  15?  Even  a  zero  coupon 
bond  isn't  going  to  send  you  to  bankruptcy  court.  Sell 
some  stocks  or  bonds  to  pay  the  tax  bill.  You  are  probably 
trading  all  the  time  anyway. 

But  if  you  are  really  terrified  of  negative  cash  flows,  do 
what  a  lot  of  people  do:  Stuff  TIPS  and  zeros  in  your  tax- 
protected  IRA  or  401(k). 

The  worst  scenario  for  a  TIPS  investor  is  deflation, 
which  would  harm  both  price  and  yield.  As  the  CPI  fell, 
interest  payments  on  the  bonds  would  decline  because 
the  fixed-coupon  rate  would  be  applied  to  a  smaller  princi- 
pal amount. 

One  consolation:  If  you  held  out  until  maturity,  you'd 
at  least  collect  the  bond's  face  amount. 

Meanwhile,  conventional  Treasurys  would  soar  in  price 
as  the  purchasing  power  of  their  fixed-interest  payments 
increased.  The  flip  side  of  this  is  that  hyperinflation  would 
be  the  absolute  best  time  to  own  TIPS. 

Well,  it's  unlikely  that  we'll  soon  revisit  the  deflationary 
1930s  or  the  inflationary  1970s.  Under  more  realistic  con- 
ditions TIPS  would  be  the  security  of  choice  if  inflation 
were  to  exceed  current  expectations.  And  regular  Treasurys 
would  do  better  if  inflation  over  the  long  term  comes  in 
lower  than  expected. 

It's  your  call,  based  on  your  inflation  outlook.  But  TIPS 
definitely  have  a  place  in  conservative  portfolios.  Who  knows 
what's  going  to  happen  in  five  years,  let  alone  30?  F 

Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford,  Conn.- 
based  ST1  Management.  Research  analyst:  Deborah  H.  Tarasow. 
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JobsUSA.com 


Computer/Info  Systems 


Toiiow  (he  Vuturel 

Discover  Financial  Services  a  dynamic  division  of 
Morgan  Stanley  Dean  Witter  &  Co.,  has  immediate  openings 
for  professionals  with  the  following  technologies: 

•  JAVA  •  Cobol 

•  Corba  •  Assembler 

•  C++  ■  Rational  Rose 
•HTML  'Websphere 

To  work  in  the  following  areas: 

1  Application 
Development 
00  Modeling 
Systems 
Administration 


•  Intranet/Internet 

•  Data  Warehousing 

•  Business  Analysis 

•  Quality  Assurance 


These  roles  require  a  Bachelor's  Degree  with 
1  -5  years  related  experience  Join  the  Discover 
team  and  receive  a  generous  salary  and  benefit 
package  with  excellent  advancement  opportunit 
For  consideration,  please  forward  resume 
with  salary  history  to: 
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DISCOVER  FINANCIAL  SERVICES,  INC. 

Attn:  Human  Resources,  Dept:  JB 

2500  Lake  Cook  Road  •  Riverwoods,  IL  60015 

Fax:  (847)  405-4688 

E-mail:  humanresources@discoverfinancial.com 
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To  advertise  in  this  section  call  561-686-6800 


WOULD  YOU  CHANGE  JOBS  IF 

THE  RIGHT  OPPORTUNITY 

CAMEALONG? 

The  sharpest,  most  marketable  Information  Technology, 
Technical  and  Sales  professionals  are  currently  employed.. 


...but  if  the  right  opportunity  came  along,  they  would  be 
interested. 

SOUND  FAMILIAR? 

RCI  Employment  Solutions,  Inc.  recruits  and  places  IT, 
Technical  and  Sales  professionals  for  the  premier  employers 
in  America.  Our  clients  have  numerous,  immediate  needs 
all  across  the  country.  In  today  s  economy  the  best  candi- 
dates are  professionals  who  are  already  successful,  but  are 
no  longer  challenged,  are  underpaid  or  lack  growth  oppor- 
tunity. Those  that  take  a  chance  and  INQUIRE  about  other 
opportunities  learn  that  hundreds  of  exciting,  lucrative 
and  challenging  openings  are  available  RIGHT  NOW. 
Those  who  do  not  explore  their  options  remain  unchal- 
lenged, underpaid  and  pigeon  holed. 

LIFE  IS  FULL  OF  CHOICES 

RCI  Employment  Solutions,  Inc. 

1655  Palm  Beach  Lakes  Blvd.,  West  Palm  Beach.  FL  33401 
561 -686-6800  ext.  216    ppage@rcimedia.com 


Bloomberg 


We  offer  an  exciting  and  fast 
paced  environment  in  an 
atmosphere  conducive  to  your 
success.  Ordinary  companies 
offer  ordinary  opportunities. 

We'd  rather  be  extraordinary. 

Show  us  your  talent,  and  we'll 
show  you  a  rewarding  career. 

Please  send  your  resume  to: 

Bloomberg 

Human  Resources  Dept. 

499  Park  Avenue 

New  York,  NY  10022 

Fax:  917-369-5021 


To  learn  more  about  the  opportunities  available  at 
Bloomberg,  please  check  out  our  website: 

www.bloomberg.com 

We  are  an  Equal  Opportunity  Employer  M/F/D/V 
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Work  all  day  on  one  of  the 
nation's  largest  networks. 
Then  go  home  or  wherever. 


Sure,  we  have  one  of  the  country's  largest 
privately  owned  computer  networks  and  the 
#15  ranking  on  the  Fortune  500  list.  .And  of 
course,  our  salaries  are  highly  competitive. 
But  what  makes  working  here  so  special 
are  our  family-friendly  henefits  packages, 
easy-going  lifestyle,  diverse  workplace  and 
welcoming  communities   No  wonder  we 
were  included  in  Computerworld's  "100 
Best  Places  to  Work? 

Contact  State  Farm  Human  Resources 
at  jobopps.corpsouth^statefa rm.com 
loi  information  about  current  positions. 
(  )t  \  isii  our  wehsite  at 
statefarm.com.'" 


STATE    FARM 


INSURANCE 


Get  there  with  State  Farm. 


State  Farm  Insurance  Companies  •  Home  Offices:  Bloomington,  Illinois 
An  Equal  Opportunity  Employer 
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YOU  ARE  NOT  A  STATISTIC  >  YOU  ARE  AN  INDIVIDUAL  > 
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FOR  CAREER  OPPORTUNITIES 
SEE  OUR  WEBSITE  AT 
WWW.SEARS.COM 

SEARS  IS  AN  EQUAL  OPPORTUNITY  EMPLOYER 
"0 


THE  GOOD  LIFE  AT  A  GREAT  PRICE.  GUARANTEED* 
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What's  at  the  center  of  my  world? 


The  hottest  career  in  Automotive  Engineering. 
Innovative  thinking. 

New  product  creation. 
And  Ford  Motor  Company. 


Why  do  I  work  at  Ford  Motor  Company?  Simple.  I  get  the  chance  to  impact 
the  products  and  ideas  that  impact  me  and  people  around  the  world.  Things  like 
alternative  fuel  vehicles.  Leading  vehicle  safety  initiatives.  And  radically-new  methods 
of  recycling.  We  even  created  the  Ford  Design  Institute  so  engineers  like  me  can 
continually  enrich  our  skills  and  knowledge.  The  fact  is,  Ford  is  taking  the  lead  on 
the  important  issues  facing  us  all.  It's  a  big  part  of  our  transformation  into  a 
consumer  company  for  automotive  products  and  services.  And  it's  giving  engineers 
at  Ford  a  chance  to  work  with  what's  really  hot. 

What's  your  world  like? 

If  you  have  the  creativity,  engineering  experience  and  a  desire  to  make  a  difference, 
apply  now  for  immediate  consideration  at  www.ford.com/engineeringcareers. 
Reference  ad  code  USAUPTFORB  in  all  correspondence. 
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By  choice,  we  are  an  Equal  Opportunity  Employer  committed  to  a  culturally  diverse  workforce. 
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FORBES  LIFE 


EDITED  BY  JOSHUA  LEVINE 
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WE  TOOK  OFF  EARLY  ONE  MORNING 
from  Essendon  Airport,  near  Mel- 
bourne— ten  of  us  in  a  Cessna  Titan 
helmed    by   a   cheeky  young   pilot 
named    Rob    Parker — and    headed 
northwest  toward  Lake  Mungo.  The  vast  lake  was  once 
tli  fish  and  waterbirds.  Aborigines  camped  by 
;,  fishing  and  hunting  and  burying  their  dead  in 
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the  surrounding  sand  dunes. 

But  that  was  14,000  years  ago.  All  that  remains  now  is  a 
crescent  of  sand,  15  miles  wide  at  its  eastern  end.  In  early 
morning  the  intense  heat  rising  from  the  floor  makes  Lake 
Mungo's  lunette  of  sand  look  as  high  and  imposing  as  the 
Great  Wall  of  China,  which  is  why  they  call  this  place  the 
China  Walls.  And  in  the  moonlight,  it  is  spectral  and 
unearthly. 


4 


It  was  clear  this  was  not  to  be  a  pleasure  trip,  in  the  con- 
ventional sense.  The  Australian  Outback,  as  Bette  Davis  said 
about  growing  old,  is  not  for  sissies.  But  you  hope  that  grow- 
ing older  at  least  makes  you  a  little  bit  wiser.  I  hoped  for 
something  like  that  in  Australia's  harsh  Outback. 

Australia  is  approximately  as  large  as  the  U.S.,  if  you  take 
away  Alaska,  California  and  Florida,  but  its  meager  popula- 


Beware:  roadkill  waiting  to  happen. 


Flies,  starved  for  liquid, 
head  straight  for  the 
moisture  in  your  eyes. 
We  were  given 
eucalyptus  branches  to 
shno  away  the  insects. 


tion  of  19  million  pretty  much  sticks  to  its  delightful  coastal 
cities.  The  exact  dimensions  of  the  Outback  are  undefined, 
but  just  about  everything  more  than  200  miles  from  the  coast 
qualifies.  The  excursion  offered  by  Air  Adventure  Australia  to 
the  Outback  covered  4,000  miles  on  a  jagged  pie  slice  from 
Melbourne  northwesterly  to  Port  Lincoln.  And  every  mile  of 
it  is  barren,  arid  and  difficult. 

Just  how  difficult  was  made  abun- 
dantly clear  at  Oodnadatta,  where  we 
stopped  briefly  to  refuel  the  next  day.  Des- 
olate is  a  lavish  word  for  the  place.  Flies, 
starved  for  liquid,  head  straight  for  the 
moisture  in  your  eyes.  Only  Doreen,  a  vet- 
eran of  12  such  excursions,  had  come  pre- 
pared with  a  hat  hung  with  mosquito  net- 
ting. The  rest  of  us,  waving  our  hands 
about  wildly,  were  given  broken-off  euca- 
lyptus branches  to  shoo  away  the  insects. 
That's  the  way  the  Aborigines  do  it,  but  let 
me  tell  you,  mosquito  netting  works  a 
damn  sight  better. 

It  was  not  too  long  after  this  that  the 
leader  of  the  excursion  suggested  I  might 
want  to  opt  out  of  the  rest  of  the  trip, 
since  it  was  only  going  to  get  rougher 
from  here  on.  For  some  reason  I  was  de- 
termined to  go  on,  and  I'm  very  glad  I 
did.  To  my  delighted  surprise  the  earth 
began  to  change,  and  with  it,  so  did  my 
feelings  about  this  blighted  terrain. 

Sand  turned  to  rust-red  clay.  Round 
red  hills  bearded  with  green  rose  up  sud- 
denly. We  came  upon  a  giant  outcropping 
of  rocks  called  the  Olgas — overpowering 
and  primordial,  like  the  Earth  must  have 
looked  at  its  beginning.  Elephant  turds — 
that's  what  the  locals  call  the  Olgas.  And 
in  the  near  distance,  Uluru,  better  known 
as  Ayers  Rock  before  the  name  was 
changed  in  deference  to  the  Aborigines. 

We  spent  the  night  at  the  King's  Creek 
safari  camp.  King's  Creek  had  been  built 
by  Ian  Conway,  one  of  Australia's  so- 
called  stolen  generation — half-caste  chil- 
dren taken  from  their  families  and  raised 
by  whites.  He'd  come  to  this  empty  place 
18  years  before  with  his  wife,  Lyn,  and 
their  two  children  and  made  a  thriving 
camp  for  tourists.  Australia  is  currently 
buzzing  with  controversy  about  how  to 
compensate  the  stolen  generation,  but 
Conway  wants  no  part  of  it.  "It's  in  the 
past.  Time  to  move  on,"  he  says. 

The  safari  camp  has  a  new  pool,  a 
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restaurant  and  a  fenced  area  for  the  sad-eyed  orphan  joeys, 
or  baby  kangaroos.  Kangaroos  have  a  bad  habit  of  freezing 
in  front  of  headlights,  so  the  road-kill  rate  is  pretty  high.  If 
you  down  one,  the  first  thing  you're  supposed  to  do  is  reach 


them.  Stefan  Bilka  escaped  Czechoslovakia  when  he  was  18, 
in  the  1960s,  and  made  his  way  from  a  detention  camp  in 
Austria  to  Darwin,  where  he  heard  about  the  opals.  Now  he 
runs  the  Opal  Hotel  down  the  road  from  Coober  Pedy  on 


into  the  pouch  and  see  if  there's  a  joey,  and  take  it  to  the  Sunset  Boulevard  (no  kidding)  in  Andamooka.  It's  something 

closest  animal  shelter.  to  do  until  his  opal  comes  in. 

And  then  night  fell,  and  the  stars  appeared — stars  as  we've  Our  last  stop  is  Port  Lincoln,  known  mainly  for  shrimp- 
never  seen  before,  so  bountiful  the  Milky  Way  was  closer  to  ing  and  fishing.  I  have  had  enough  sand.  I  find  a  country 
cream.  If  you've  been  marooned  in  the 

Northern  Hemisphere  it's  hard  to  prepare  Kangaroos  have  a  bad  habit  of  f reezing  in  front 

for  the  magnificence  of  the  Southern  Cross. 
It  was  a  sight  worth  keeping  in  mind  as 
we  passed  on  to  Coober  Pedy  the  following 
day.  "White  man's  burrow,"  the  Aborigines 
call  it.  Do  the  residents  ever  look  up  at  the  Southern  Cross?  It 
doesn't  appear  so  from  the  way  they  live.  Homes  are  built  into 
the  rocks  and  under  the  sand  to  escape  the  unbearable  heat  of 
the  place.  Why  live  there  at  all?  Opals.  Opals  made  as  many 
rich  in  Australia  as  gold  did  in  that  continent's  Gold  Rush, 
which  took  place  about  the  same  time  as  ours.  The  sorry 


of  headlights,  so  the  road-kill  rate  is  pretty  high. 


denizens  of  the  dunes  of  Coober  Pedy  are  still  looking  for 


road,  a  winery  called  Boston  Bay,  a  cheerful  proprietor  with 
tow-headed  children,  and  deer  on  the  hill 
behind,  kept  as  pets.  I  buy  some  of  her  wine,  and  I 
bring  it  back  to  dinner  with  the  rest  of  the  group.  Then  I 
toast  the  Heavens  for  bringing  me  through  the  desert.  And 
maybe  having  wrought  a  few  changes  inside  me  as  well. 
It's  worked  before.  F 


Smoke  'Em  If  You  Got  'Em 


i  Y  S  |(  [GAR]  i  II  BOATS  ARE  FLOW 

ing  rockets  capable  of  cutting  through 

the  water  .it  lOOmph.  You  can  drop  $1 

million  on  one  without  trying  very  hard. 

So  what  would  a  Cigarette  with 

wheels  look  like?  Suspiciously  like  a 

souped- up  Chevy  Suburban — because 

ictly  what  it  is.  Al  1  )esign,  a  cus- 

>h<  p  m  Tuckahoe,  N.Y.,  had 

the  nifty  idea  to  license  the  speed}  brand 
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name  from  rvliami's  Cigarette  Racing 
Team  Inc.  and  slap  it  on  150  SUVs. 

The  result  is  the  black-on-black 
Cigarette  OnShore,  a  $165,000  monster 
that  should  intimidate  just  about  every- 
one at  the  next  PTA  meeting. 

We're  not  exactly  sure  why  you 
would  want  one,  or  who  the  projected 
market  is,  but  truth  be  told,  it's  pretty 
darn  cool  in  an  adolescent  kind  of  way: 


The  three  TV  monitors,  six-disk  CD 
player,  DVD  player,  electronic  adas  sys- 
tem and  a  Sega  Dreamcast  videogame 
player  with  a  Web  browser  are  all  stan- 
dard, natch. 

And  if  you  actually  want  to  drive  the 
OnShore?  That's  pretty  cool,  too.  A  cus- 
tomized supercharger  gives  the  car 
nearly  500hp  and  the  ability  to  do  0-to- 
60  in  a  Jaguar-like  seven  seconds.  And  a 
revamped  suspension  and  braking  sys- 
tem means  it  handles  like  a  sedan,  not  a 
soccer-mom  mobile.  Cruising  along  a 
two-lane  highway  outside  of  New  York 
City,  we  pulled  alongside  a  Humvee,  a 
truly  bad-looking  military-style  truck. 
We  glanced  down  at  the  Schwarzenegger 
aspirant  at  the  Humvee's  wheel,  tapped 
lightly  on  the  gas,  and  left  the  sucker  far 
behind.  That  felt  pretty  . . .  cool. 

Truth  be  told,  if  this  is  your  kind  of 
thing,  you  don't  need  to  shell  out  165 
Gs  for  a  prerolled  Cigarette.  Simply 
roll  your  own.  If  you  asked,  AI  or  any 
other  customizing  shop  could  outfit 
your  Suburban  with  more  or  less  the 
same  kind  of  gadgetry  for  a  whole  lot 
less  than  the  OnShore.    — Peter  Kafka  I 


If 
l 

i 


re   Information 


BY  FAX 

Fax  attached  card  or  form  to 

630-739-9700 


Fill  out  the 


BY  MAIL 


4  o motive 

7  lerican  Honda  Motor  Company,  www.honda.com 

1.  cura.  www.acura.com 
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WKF  Inc.  www.freight.com 
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1   BMW  Motorcycles,  www.bmwusacycles.com 

1  Chevrolet:  Corvette,  www.chevrolet.com/corvette 

1  IWC.  1-800^32-9330.  www.iwc.ch 

I  Lexus,  www.lexus.com 

1   Lincoln  Mercury,  www.lincolnvehicles.com 

1  OnStar.  www.onstar.com 


16.  Toyota  Motor  North  America. 

www.toyota  com  usa 

17.  Toyota  Motor  Sales  USA.  www.toyota  com 

18.  Univision.  www.unrvision.com 

Financial  Services 

19.  Franklin  Templeton.  www.franklintempleton.com 

20.  Robert  Half.  1-800-474-4253.  www.roberthalf.com 

21.  Salomon  Smith  Barney. 
www.salomonsmithbamey.com 

22.  T  Rowe  Price  Asset  Manager  Account. 
1-877-200-5503.  054748AMA.  www.trowephce.com 

23.  T  Rowe  Price  Health  Sciences  Fund. 
1-800-541-8469.  054746HSF.  www.troweprice.com 

24.  T.  Rowe  Price  Retirement  Income  Manager. 
1-800-566-5611.  054749RIML  www.troweprice.com 

25.  T.  Rowe  Price  Rollover  Your  IRA. 
1-800-541-4933.  054797IRAR.  www  troweprice  com 

26.  The  Chase  Global  Private  Bank.  www. chase  com 
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'Steven  Sears  CPA-Attorney.  www.searsatty.com 
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29.  Christensen  Yachts,  www  christensenyachts.com 

30.  Delaware  Business,  www.e-incorporate.com 

31.  Delaware  Registry,  www.delreg.com 

32.  Glass  Mechanix.  www  glassmechanix.com 

33.  McGrow  Consulting. 
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Age  Will  Be  Served 

m  u  s  i  c  I  Forget  about  the  Young  Turks  of  jazz  for  a  moment. 
Many  of  the  past  masters  of  the  art  are— surprise!— still  with  us 
And  the  music  they  are  making  isn't  just  older,  it's  wiser. 


style,  complex  use  of  space  am 
simple  embellishments  as  being 
prime  influence  on  his  own  spar' 
approach  to  melody.  Jamal,  70,  i 
someone  who  learned  early  wha 
to  leave  out.  His  renditions  of,  fo 
example,  "But  Not  for  Me, 
"Poinciana"  and  "Surrey  With  tb 
Fringe  on  Top"  are  early  mini 


BY  MIKE  ZWERIN 

J  A//.  USED  TO  BE  A  YOUNG  MAN'S 
art — for  reasons  of  mortality 
rather  than  esthetics:  The  physical 
and  psychic  dues  of  a  jazz  life  stacked 
the  odds  against  surviving  into  old  age. 
The  basic  idea  was  to  live  for  the  present 
and  always  to  improvise  as  though  it 
would  be  for  the  last  time.  Drugs  and 
drink  and  alienation  ere  essential  to 
[lie. 
No  i     masters  age  like 

294     i    o  r  b  e  s  •  |ulj  I,  :ooo 


painters.  They  take  care  of  themselves 
physically  and  financially.  They  have  time 
to  acquire  wisdom.  Esthetically,  they  learn 
how  to  use  space,  to  leave  out  the 
unessential. 

These  days,  with  the  the  jazz  spodight 
shining  on  young  firebrands  like  Wyn- 
ton  Marsalis  and  Joshua  Redman,  it's 
easy  to  forget  that  there  are  wizened  gi- 
ants still  living  in  die  shadows — and  bet- 
ter, still  playing  brilliantly.  Miles  Davis 
credited  the  pianist  Ahmad  Jamal's  lean 


malist,  and  commercial,  triumphs.  ^ 
They  were  originally  released  on 
Live  at  the  Pershing,  which  was  re- 
cendy  reissued  as  Cross  Country 
Tour  (Chess/two  CDs). 

Sonny  Rollins,  69,  was,  and 
still  is,  a  major  innovator  who 
hanged  the  sound  of  the  tenor 
saxophone.  He  meditates  and 
practices  yoga  on  his  farm  in  up- 
state New  York.  The  Bridge  (RCA) 
is  one  of  his  many  classic  record- 
ings, as  is  Way  Out  West  (Fantasy), 
with  Shelley  Manne,  drums,  and 
Ray  Brown  on  bass.  Gbbal  Warm- 
ing (Milestone)  is  his  most  recent 
release.  Brown,  73,  plays  golf  as  often  as 
possible  while  touring  continually  as 
bassist  and  leader,  and  recording  such 
glorious  albums  as  Ultimate  Ray  Brown 
(Verve)  and  Some  of  My  Best  Friends  Are 
Strangers  (Telarc). 

Playing  jazz  is  a  real-time  public  cre- 
ation. By  definition,  improvising  in  pub- 
lic— taking  risks  in  front  of  a  live  audi- 
ence— involves  a  certain  amount  of 
insecurity.  Gil  Evans,  affectionately 
known  as  the  "Done  Arranger,"  once  said: 
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BEACHES 
THAT  MAKE 
YOU  GO 
EWWWWW! 

4  T  P  L  A  Y  I  Don't  Go  Near  the  Water 
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spend  more  than  $70  billion  a  year  or 
in  the  sand.  So  the  National  Resour : 
Council's    NRDCJ  latest  report  on  wa--- 
Unerka's  vacation  beaches  makes  pretty  g        read- 
ng.  Between  1997  and  1998  the  total  r 
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beach  closings  and  advisories  increased 
by  nearly  75%  to  7,236— the  largest 
single-year  increase  since  1989.  The 
main  culprits  are  sewage  spills, 
stormwater  runoff  and  so-called 
CSOs — combined  sewer  overflows  that 


can  greet  swimmers  with  a  stew  of 
floating  garbage,  syringes  and  tampon 
applicators,  industrial  waste  and  conta- 
minated stormwater.  Surprisingly,  some 
of  our  best-loved  beaches  are  the  worst 
offenders.  Worse,  some  popular  beach 


states  (Texas  is  one)  do  little  monitor- 
ing and  less  informing  about  beach 
health.  With  the  sites  listed  below,  at 
least  swimmers  know  what  they're  get- 
ting into. 

— Kemp  Powers 


Huntington  State  Beach.  Orange  County.  Calif. 

POLLUTION  SOURCE      j^J  £ 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &.  ADVISORIES  508 

Dubbed  "Surf  City,  USA"  thanks  to  its  waves,  Huntington  was 
closed  for  half  the  summer  of  1999  thanks  to  high  bacteria  lev- 
els. It  was  a  major  financial  blow  to  the  county.  A  $3  million 
search  for  the  main  pollutant  has  so  far  proved  inconclusive. 

Malihu  Surf  rider  Beach,  Los  Angeles  County,  Calif. 

POLLUTION  SOURCE      £ 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  ADVISORIES  147 

This  renowned  surfing  beach  receives  the  outpouring  of  a  1 10- 
square  mile  watershed,  making  it  one  of  the  worst  in  Santa 
Monica  Bay.  Health  advisories  are  up  for  much  of  the  year,  as 
swimmers  routinely  experience  stomach  flu  and  skin  rashes. 

Kiddie  Beach,  Ventura  County.  Calif. 

POLLUTION  SOURCE      H 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  ADVISORIES  237 

Experts  warn  that  any  beach  bearing  a  family- friendly  name  is 
invariably  among  the  most  polluted.  Why?  Because  children's 
beaches  are  often  located  in  marinas  that  serve  as  pollution 
"sinks."  This  beach  is  probably  the  worst  in  California. 


Mission  Bay.  San  Diego  County,  Calif. 


POLLUTION  SOURCE      ^ 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  A0VIS0RIES  879 

If  San  Diego  County  has  established  itself  as  the  California  cap- 
ital of  sewage  spills,  this  beach  is  its  White  House.  Blame  inad- 
equate flushing  due  to  its  location  on  the  bay.  Care  for  a  little 
dysentery  to  go  with  that  typhoid  fever,  Mr.  President? 


Miami  Beach,  Dade  County,  Fla. 


POLLUTION  SOURCE      gV 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  ADVISORIES  128 

While  this  popular  vacation  beach  received  only  one  advi- 
sory, vacationers  looking  to  avoid  the  crowds  should  think 
twice  before  venturing  into  the  sewage-infected  greater 
county. 


Jones  Beach,  Nassau  County,  NY. 


POLLUTION  SOURCE      Q£j| 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  ADVISORIES  I 

Arguably  the  New  York  metro  area's  most  popular  beach, 
it's  single  advisory  in  the  summer  of  1998  was  a  long 
one  ...  nearly  two  months.  Waterfowl  waste  degrading  water 
quality  was  to  blame. 


La  Jolla  Beach.  San  Diego  County.  Calif. 

POLLUTION  SOURCE     £ 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &  ADVISORIES  879 


Blamed  on  the  heavy 
rains  of  El  Nino,  the  se- 
vere runoff  pollution  in 
San  Diego  County 
earned  La  Jolla  Beach 
the  dubious  distinction 
as  one  of  California's 
most  polluted. 


Indiana  Dunes  National  Lakeshore.  Porter  County,  ind. 

POLLUTION  SOURCE      Q 

TOTAL  NUMBER  OF  1998  COUNTY  CLOSINGS  &.  ADVISORIES  22 


WARNING 
NO  SWIMMING 


SWIMMING  WITHIN  100  YARDS  OF  THE  STORM  DRAIN 

OUTLET  IS  PROHIBITED  STORM  ORAIN  WATERS  MAY  BE 

CONTAMINATED  WITH  HUMAN  OISEASE  CAUSIN6  BACTERIA 

AND  VIRUS  OR  HAZARDOUS  CHEMICALS  WASHED  DOWN 

FROM  URBAN  AREAS. 


ADVERTENCIA 
PELIGRO 

PROHIBIDO  NADAR 


ESTA  PROHIBIDO  NADAR  0ENTR0  DE  100  YAROAS  DE  LA 

SALIDA  DEL  DRENAJE  LAS  AGUAS  DEL  DRENAJE  QUE 

VIENEN  DA  LAS  AREAS  URBANAS  PUEDEN  ESTAR 

CONTAMINADAS  CON  BACTERIAS  Y  VIRUS,  0  DESPERDICI0S 

0UIMIC0S  QUE  PUEDEN  CAUSAR  ENFERMEOADES. 

V  - 


The  only  thing  more  disturbing  than  the  high  bacte- 
ria levels  in  this  popular  Chicago  area  beach  is  the 
fact  that  no  one  has  any  idea  where  they  come  from. 


^SEWAGE  SPILL 
£  STORMWATER  RUNOFF 
Q UNKNOWN 
QBOAT  DISCHARGE 
■31  WILDLIFE 
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^  Available  For  Delivery 
May  2001 


Length:  150'  (45.7m) 
Beam:  28'  (8.5m) 
Draft:  7'  (2.1m) 
Construction:  Fiberglass  Composite 
Classification:  ABS*Ai-AMS-MCA 
Power-.  DDC/MTU  8V  4000  (2) 
Maximum  speed:  20  Knots 
Range:  4,000  nautical  miles 
Elevator:  All  Decks 


Visit  our  Web  site  at 

www.christensenyachts.com 


Shipyard  8  Main  Office 

360-695-3238  phone  •  360-695-3252  fax  •  Vancouver,  Washington 

Sales  &  Service 

954-766-8888  phone  •  954  766-8889  fax  •  Ft.  Lauderdale,  Florida 


M  information  and  rates  on  advertising  in  the  next  Forbes  Display  Classified  Section  contact: 

edia  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only)  Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


HP 

he  wise  sales  manager  knows  that  many  competitors  relax  efforts  during  summer 
months.  This  affords  opportunity  for  hustlers.  Complaints  are  rife  that  many  concerns 
JL.  have  curtailed  their  forces  so  drastically  that  proper  attention,  prompt  attention,  cannot 
be  given  orders.  Reports  galore  come  that  sales  efforts  have  been  relaxed  in  many  directions.  It  may 
be  difficult  to  inspire  and  maintain  enthusiasm  during  these  depressing  times,  but  winners  are  those 
who  do  their  best  when  the  going  is  worst.  Birds  will  be  found  in  the  bush  by  those  who  stalk  them 
most  diligently  and  intelligently.  Resist  indifference,  laziness,  inertia.  — B.C.  FORBES  (1938) 


I  am  a  bleeding  heart.  I  bleed  for  lost 
kittens  in  hopeless  alleys,  the  neglected, 
rejected  of  the  disintegrating  societal 
house  of  cards. 

—WILLIAM  S.  BURROUGHS 


Chess:  The  greatest  misuse  of  human 
intelligence  outside  an  advertising 
agency. 

—RAYMOND  CHANDLER 


All  knowledge  is  ambiguous. 

— J.S.  HABGOOD 


To  be  wholly  devoted  to  some  intellec- 
tual exercise  is  to  have  succeeded  in  life. 
—ROBERT  LOUIS  STEVENSON 


A  deception  that  elevates  us  is  dearer 
than  a  host  of  low  truths. 

—MARINA  TSVETAEVA 


Literature  takes  a  habit  of  mind  that 
has  disappeared.  It  requires  silence, 
some  form  of  isolation,  and  sustained 
concentration  in  the  presence  o\ fan 
enigmatic  thing. 

—PHILIP  ROTH 


How  has  the  human  spirit  ever 
survived  the  terrific  literature  with 
which  it  has  had  to  contend? 

—WALLACE  STEVENS 


The  most  dangerous  thing  about  student 
riots  is  that  adults  take  them  seriously. 

—GEORGES  POMPIDOU 


Books  and  harlots  have  their  quarrels 
in  public. 

—WALTER  BENJAMIN 


Great  hotels  have  always  been  social 
ideas,  flawless  mirrors  to  the  particular 
societies  they  service. 

—JOAN  DIDION 


Doorman — a  genius  who  can  open  the 
door  of  your  car  with  one  hand,  help 
you  in  with  the  other,  and  still  have 
one  left  over  for  the  tip. 

—DOROTHY  KILGALLEN 


Memorial  services  are  the  cocktail 
parties  of  the  geriatric  set. 

—HAROLD  MACMILLAN 


Summer  is  drawn  blinds  in  Louisiana, 
long  winds  in  Wyoming,  shade  of  elms 
and  maples  in  New  England. 

—ARCHIBALD  MACLEISH 


Venice  is  like  eating  an  entire  box 
of  chocolate  liqueurs  at  one  go. 

—TRUMAN  CAPOTE 


To  many  people  holidays  are  not 
voyages  of  discovery,  but  a  ritual 
of  reassurance. 

—PHILIP  ANDREW  ADAMS 


A  Text  ... 

If  ye  be  willing  and  obedient,  ye 

shall  eat  the  good  of  the  land:  But 

if  ye  refuse  and  rebel,  ye  shall  be 

devoured  with  the  sword:  for  the 

mouth  of  the  Lord  hath  spoken  it. 

—ISAIAH  1:19-20 

Sent  in  by  Don  Godwin,  Des  Moines, 
Iowa.  What's  your  favorite  text? 

More  than  14,000  "Thoughts,"  arranged  alphabetically 
by  subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping 
and  $1  per  item  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll-free,  1-800-876-6556. 
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We're  an  investment 
bank  that  knows 
technology.  Or  is  it  the 
other  way  around? 


sacns 


The  answer  is  "both."  Our  people  are  leaders  in  financing  and  advising  high-tech  businesses.  And 

in  providing  ground-breaking  technology  research.  But  our  stake  in  technology  is  larger  than  that. 

For  example,  through  our  private  equity  funds,  we're  a  leading  investor  in  the  technology  industry. 

And  we're  a  leading  force  promoting  technology's  role  in  reshaping  the  financial  markets.  All  in  all,  you 

could  say  that  Goldman  Sachs  is  synonymous  with  technology  leadership.  Or  is  it  the  other  way  around? 

www.gs.com 


^— ^   In  the  Internet  economy,  companies  like  Interact  Commerce  Corporation  recognize  that  the  biggest  asset 
they  have  is  loyal  customers.  By  delivering  CoVia's  hosted  applications  and  branded,  interactive  workplaces  with 
existing  products,  they've  built  a  dotcom  with  staying  power.  Quickly  launch  your  own  dotcom  strategy  to 
retain  customers,  grow  market  share,  and  differentiate  yourself  from  the  noise. 


Phil  brought  something  unique  to  his  dotcom  strategy: 

3  million  customers  and  CoVia.  To  learn  how  you  can  get 

to  market  this  quarter,  visit  www.covia.com/ic  or  coll  877.922.6844. 

*2OO0  CoVa  Technologies.  I oc  All  rights  reserved 
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The  Internet  is  the  workplace. 


The  era  of  high  priced  digital  printing  is  ovei 
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Introducing  the  Aficio  850  from  Ricoh.  The  affordable  85  ppm  print-on-demand 
alternative.  A  fully  networked  solution  with  a  super  high  speed  scanner.  Stores, 
retrieves  and  edits  electronic  and  hard  copy  documents.  Add  toner  and  paper  on 
the  fly.  7,550  sheets  online  from  6  sources.  Prints  onto  tabs,  cover  and  index  stocks. 


Connect  2  together  and  output  170  ppm.  Connect  up  to  12  850s  (  800  63  RICOH 
and  cluster  print  1,020  ppm.  It's  a  digital  world.  Come  and  get  it.  I '. ! 
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e-commerce  just  got  bigger, 
do  you  know  how  big? 


e-commerce  solutions  to  broaden 
ig  opportunities  even  further  in  the 
1 1  -877-499-4390.  And  start  doing 
day  with  an  application  that  brings 
ur  door,  www.intershop.com/profit 
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Great  business  offers 
for  your  bottom  line. 


amencanexpress.com  ► 
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www.bn.com 


Express 


£f)  FTD.COM 


priceline.com 

Name  Your  Ogn  Price 
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.com 


virgin  atlanticj^l 


see  more  ► 


Introducing  the  Offer  Zone   for  Small  Business  at  americanexpress.com 

It's  the  one  place  to  go  for  great  online  business  offers  on  your  favorite  brands  of 
computers,  office  supplies,  Internet  services,  and  more.  Offers  range  from  free  shipping 
and  handling  to  savings  of  up  to  20%  —  when  you  use  the  American  Express*  Corporate 
Card  for  Small  Business.  Plus,  the  Card's  Online  Fraud  Protection  Guarantee  means 
you're  not  responsible  for  any  unauthorized  charges.  So  for  great  business  offers  every  day 
of  the  year,  go  to  americanexpress.com  and  click  on  the  Offer  Zone  icon. 
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We're  Changing  Equipment  Finance, 

Be  a  Part  of  It. 


At  Pure  Markets,  we're  changing  equipment  finance  to  save  you  time  and 
deliver  better  results.  We  bring  together  borrowers  and  lenders  in  an 
online  marketplace,  providing  powerful  new  tools  to  execute  complex 
equipment  finance  transactions  with  ease  and  speed.  Tools  that  help 
lenders  to  present  differentiated  bids — and  help  borrowers  to  compare 
them.  Sophisticated  document  management  to  increase  your  efficiency. 
And  unbiased,  expert  support  to  facilitate  your  deals  from  start  to  finish. 
Be  a  part  of  it  at  www.puremarkets.com  or  1-800-973-7830. 
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Registering  Domain  Names 

One  by  One 

Is  Like... 


[  Fortunately,  there's  a  better  way.  ] 


Still  wading  in  the  high  costs  and  hassles  ot  domain 
registration?  Get  your  fill  tor  less  with  BulkRegister.com. 
The  more  you  register,  the  more  you  save. 

BulkRegister.com 
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Seamless  e-business 

demands 

seamless  software. 


E-business  Kit 

E-bi 

jsiness  Suite 

Microsoft 

Database 

Oracle 

Epiphany 

Marketing 

Oracle 

Siebel 

Sales 

Oracle 

Clarify 

Support 

Oracle 

IBM 

Webstore 

Oracle 

Commerce  One 

Procurement 

Oracle 

SAP 

Manufacturing 

Oracle 

i2 

Supply  Chain  Mgmt 

Oracle 

A  complete  e-business 
suite  from  Oracle. 
Or  an  e-business  kit 

SAP 

Financials 

Oracle 

PeopleSoft 

Human  Resources 

Oracle 

from  lots  of  vendors. 

The  choice  is  yours. 

www.oracle.com 
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Mew  Jersey  man       \ 
attaches  sucks.com  \ 
to  over  500  respected  \ 
dojnamnames . 

By  Michael  Mullen 

so  far  has  •*««  ( 

register  the  *>«»* »naiw  < 

than  500  oUhe»U *        fc 

paries  using  ^^""^.cotn 

i^ye  had  with 
unfortu- 


THE  SCARY  THING  IS,  HE'S 
JUST  GETTING  STARTED. 


dw  can  you  begin  to  maintain  your  domain  names  when  others  are  trying  to  infringe  on  them? 
k  idNames™  from  Network  Solutions."  idNames  is  the  world's  most  experienced  domain  name 
inagement  provider,  with  a  full  range  of  services  that  search,  register,  maintain  and  secure  your 
*b  Addresses  in  over  192  countries.  No  wonder  over  5°°  leading  companies  depend  on 
Names  to  help  protect  their  Web  identities.  Call  us  to  find  out  how  we  can  help  protect  yours. 

idNames 


)R  COMPREHENSIVE  DOMAIN  NAME  MANAGEMENT,  CONTACT: 
www.idNames.com       I  -  8  O  O  -  id  Names       +1    7I3~974"0°69 

(outside  the  U.S.) 


from  NETWORK  SOLUTIONS 


'Pyright  2000  Network  Solutions,  Inc.  All  rights  reserved.  Network  Solutions,  gear  globe  logo.  idNames  and  idNames.com  are  registered  trademarks  or  trademarks  of  Network  Solutions.  Inc. 


Alan  Greenspan 
Comes  to  the  Party 


Perspectives  By  James  W.  Michaels 


SPEAKING  OF  THE  INTERNET  AND  B2B,  YOU  WILL  FIND 
the  following  statement  worth  reading — not  so  much 
for  what  it  says  but  for  who  said  it. 
"What  differentiates  this  period  [1995  on]  from  other 
periods  in  our  history  is  the  extraordinary  role  played  by 
information  and  communication  technologies.  The  effect 
of  these  technologies  could  rival  and  arguably  even  surpass 
the  impact  the  telegraph  had  prior  to,  and  just  after,  the 
Civil  War." 

That  would  be  George  Gilder  speaking?  Andy  Grove?  An 
Internet-crazed  consultant?  Uh-uh.  I  am  quoting  sobersided, 
skeptical,  nontechie  Alan  Greenspan.  Greenspan  most  defi- 
nitely gets  it.  He  understands  that  he  is  not  dealing  with  the 
same  economy  he  dealt  with  in  the  early  1990s. 

Anyone  who  thinks  our  powerful  Federal  Reserve  boss  is 

fighting  yesterday's  wars  hasn't  read  the  speech  he  made 
to  the  New  York  Association  for  Business  Economics  on 
June  13.  The  media  virtually 
ignored  the  speech.  Why? 
Perhaps  because  it  doesn't  fit 
the  stereotype  of  Greenspan 
as  a  guy  who  doesn't  under- 
stand how  fundamentally 
the  Internet  is  changing 
the  rules. 

There  are  some  re- 
spectable statistics  that  have 
oft  been  cited  by  .skeptics  to 
trash  the  New  Economy  the- 
sis: They  seem  to  show  that 
nonfarm  productivity  hasn't 
been  growing  especially  fast 
despite  our  huge  new  invest- 
ments in  communications 
technology.  Greenspan  does- 
n't bin  those  numbers.  "[This 
negative  data  is]  wholly  at 
variance  with  our  casual 
day-by-day  experiences," 
Greenspan  told  his  audience 
last  month,  and  he  proceeded 
to  point  out  the  tlaws  in  those 
widely  quoted  statist.. 


Anyone  who 
thinks  our  power- 
ful Fed  boss  is 
fighting  yester- 
day's wars  hasn't 
been  listening. 
Greenspan  most 
definitely  gets  it. 
He  understands 
that  he  is  not 
dealing  with  the 
same  economy  he 
dealt  with  in  the 
.early  1990s. 


L> 


With  all  the  zeal  of  i 
convert,  Greenspan  recitec 
some  of  the  marvels  thai 
have  already  occurred 
"The  process  of  innovation 
goes  beyond  the  factory 
floor  or  distribution  chan- 
nels. Design  times  and 
costs  have  fallen  dramati 
cally  ...  Medical  diagnoses 
are  more  thorough  and  ac 
curate  ...  risk  premiums 
that  were  associated  with 
many  forms  of  business  ac 
tivity  have  declined."  Be 
cause  of  advances  in  tech- 
nology it  now  takes  fewer 
workers  to  produce  the 
same  goods  than  it  took 
just  a  few  years  ago.  Goods  spend  less  time  languishing  in 
warehouses  or  in  the  backs  of  trucks. 

Greenspan  is  clearly  high  on  B2B  and  the  further  won- 
ders which  it  will  work  on  the  economy:  "The  networking 
forces  unleashed  by  the  Internet  are  almost  surely  to  be  even 
more  potent  within  and  among  businesses  where  uncertain- 
ties are  being  reduced.  This  is  the  case  in  many  recent  initia- 
tives among  our  more  seasoned  companies  to  consolidate 
and  rationalize  their  supply  chains." 

Why  has  inflation  stayed  low  during  this  boom?  Again, 
he  credits  the  Net.  "The  major  expansion  and  diffusion  of 
new  technologies  . . .  allowed  firms  to  boost  earnings  in  the 
face  oi  intense  competitive  pressures  through  a  reduction  in 
the  growth  of  unit  costs."  In  other  words,  monetary  policy 
didn't  do  it.  Clinton  didn't.  Albert  Gore  certainly  didn't. 
Silicon  Valley  did. 


None  of  this  means  that  the  Fed  may  not  push  interest  rates 

somewhat  higher.  But  it  is  reassuring  to  know  that  Greenspan 
knows  that  this  boom  is  much  more  than  a  bubble.  He  does- 
n't want  to  stop  the  parry.  He  just  wants  to  keep  it  from  get- 
ting too  boisterous.  That  makes  me  feel  a  lot  better  about  Fed 
policy.  We  can  be  pretty  certain  that  it  will  stop  its  tightening 
well  before  it  starts  to  slow  those  "networking  forces  un- 
leashed by  the  Internet."  F 
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That  great  plan  for  a  business  you've  been  saving? 

It's  time  to  let  it  out  into  the  world.  Because  now  everyone  can 

play  in  the  emerging  e-services  economy.  Your  rainy  day  idea 

can  team  up  with  someone  else's  rainy  day  idea,  or  everyone  else's 

rainy  day  idea.  And  hp  servers,  storage,  software  and  consulting 

will  help  tie  them  all  together.  Do  you  have  a  business  in  you? 

Invent  it  here:  www.hp.com/e-services 

The  Grand  Opening  of  You. 
e-services  solutions  from  hp. 
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MetaCapitalism 
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David  Schneider  and 

Grady  Means:  Believe 

the  New  Era  Hype. 
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An  Economy  # 

On  Steroids 

Not  those  little  B2B  startups,  but 

established  companies  that  learn  how  to  play  the 
game  will  be  the  big  winners  as  the  Internet 


makes  business  faster  and  more  efficient. 


BY  JAMES  W.  MICHAELS 

IF  GRADY  MEANS  AND  DAVID  SCHNEIDER  ARE  RIGHT,  THIS 
bull  market  is  still  young.  Volatility  notwithstanding,  the 
market  is  driven  upward  by  powerful  economic  forces 
unleashed  by  the  Internet. 

Means  and  Schneider  call  it  metacapitalism.  They  could 
have  called  it  capitalism  on  steroids. 

Strategy  Consulting  Leaders  at  PricewaterhouseCoopers, 
the  giant  accounting  and  consulting  firm,  the  pair  have  writ- 
ten a  book — MetaCapitalism — that  tries  to  predict  and  mea- 
sure some  of  the  changes  that  the  Internet  is  bringing  to  the 
corporate  world.  We  are  talking  meta  changes  here. 

"The  underpinnings  of  our  economies  may  change  so 
fantastically  in  the  next  eight  or  nine  years,"  Means  tells 
FORBES,  "that  all  our  worries  about  funding  social  programs 
may  turn  out  to  be  nonsense. 

"We  are  on  the  verge  of  unleashing  undreamed  of  possi- 
bilities and  solutions  to  problems  that  have  plagued  the 
human  race  ever  since  we  came  down  from  the  trees." 

Warming  to  his  theme:  "The  period  2000-2002  will  rep- 
resent the  single  greatest  change  in  worldwide  economic  and 
business  conditions  ever,  and  much  of  the  impact  will  occur 
in  the  next  couple  of  years." 

This  sounds  suspiciously  like  new  era  hype.  In  MetaCap- 
italism Means  and  Schneider  agree  a  Dow  of  100,000  is  pos- 
sible within  a  decade.  And  that  the  world's  wealth  could  grow 
tenfold  in  the  same  period.  Poor  countries  like  India  and 
Russia  could  leapfrog  their  way  to  affluence.  Triggered  by  the 


. 


Internet,  a  Moore's  Law  of  economics  has  taken  over  in 
which  growth  becomes  geometric  rather  than  arithmetic. 
This  is  hard-breathing  stuff. 

But  you  don't  have  to  buy  Means'  and  Schneider's  tallest 
claims  to  realize  this  is  a  book  full  of  important  insights  for 
every  businessperson  and  investor.  The  two  consultants  are 
on  firm  ground  when  they  talk  about  how  the  Internet  is 
forcing  major  changes  in  prevailing  business  models.  B2B  is 
no  hype.  Even  hard-nosed  Alan  Greenspan  agrees  that  it  is 
going  to  create  vast  new  wealth  (seep.  18). 

As  Means  and  Schneider  point  out,  metacapitalism 
doesn't  just  apply  to  New  Economy  companies.  Among  the 
biggest  winners  from  B2B  on  the  Internet  will  be  established 
companies  that  learn  how  to  play  the  network.  In  this  issue 
we  show  how  Ford  Motor  is  turning  itself  inside  out  to  be- 
come a  B2B  player  and  how  venerable  Snap-on  was  an  early 
adapter. 

Cisco,  barely  16  years  old  and  already  with  a  market  cap- 
italization of  nearly  half  a  trillion  dollars,  is  the  poster  child 
of  metacapitalism.  "At  the  basis  of  Cisco's  success  was  its 
decision  to  adopt  the  decapitalized,  brand-owning  model 
and  shed  its  traditional  role  as  an  equipment  manufacturer," 
the  book  says. 

In  short,  Cisco  doesn't  make  most  of  the  stuff  it  sells. 
When  a  customer  orders  a  product  from  Cisco  the  order  as 
likely  as  not  will  go  directly  to  a  company  in  Cisco's  supply 
chain.  The  supplier,  not  Cisco,  will  ship  the  order;  Cisco  sim- 
ply bills  the  customer,  pays  the  supplier  and  pockets  the  dif- 
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ference.  "Today  outside  suppliers  directly  fill  55%  of  Cisco's 
orders,"  according  to  the  authors.  Thus,  Cisco  is  able  to  lever- 
age both  its  physical  and  human  capital  by  integrating  out- 
side companies  into  its  supply  chain. 

Grady  and  Schneider  call  this  the  "decapitalized"  model, 
meaning  you  don't  need  vast  amounts  of  physical  capital.  With 
that  model,  once  you  get  the  momentum  up  you  are  pretty 
much  self-financing.  Dell  last  raised  public  equity  money  in 
1991,  though  its  sales  have  increased  fifty-fold.  Cisco  last  sold 
stock  in  1990.  Cisco  hasn't  a 
penny  in  debt  and  Dell's  debt 
is  laughable  for  a  company  its 
size.  With  no  need  to  shoulder 
debt  or  to  dilute  the  equity, 
both  companies  have  flowed 
their  entire  growth  to  the  early 
shareholders. 

Not  only  can  Cisco  ex- 
pand rapidly  without  build- 
ing a  lot  of  new  factories,  it 
figured  out  how  to  play  the 
Internet  for  maximum  ad- 
vantage. Thus:  "Cisco's  sup- 
ply chain  initiatives  have 
eliminated  inefficiencies  typi- 
cal of  traditional  outsourcing 
such  as  paperwork  duplica- 
tion. The  suppliers  have  been 
relieved  of  the  financial  bur- 
dens of  high  levels  of  inven- 
tory and  long-order-to-pay- 
ment cycles,  which  are  typical 
of  less  sophisticated  supply 
networks." 

It  shows  clearly  in  Cisco's 
numbers.  Its  return  on  equity  this  year  will  be  better  than 
25%.  It  has  a  75%  market  share  in  the  enterprise  network 
business  against  such  powerful  competitors  as  Nortel  and 
Lucent.  Cisco  glories  in  a  price/earnings  ratio  of  138. 

Says  Grady  Means:  "The  guys  at  Cisco — and  a  lot  of 
other  people — are  thinking  hard  about  the  very  fundamental 
ways  in  which  wealth  is  created." 

The  point  of  this  book  is:  You  don't  have  to  be  high-tech 
to  learn  from  the  Cisco  model  of  how  to  build  a  seamless 
supply  chain  without  owning  or  controlling  most  of  the 
elements. 

By  and  large,  American  industry  has  gotten  the  message. 
At  General  Electric,  another  early  adapter,  its  legendary  boss 
Jack  Welch,  has  decreed  a  reduction  of  at  least  20%  in  sales, 
general  and  administration  costs  through  use  of  the  Internet. 
Consulting  firms  are  getting  fat  with  big  fees  as  bewildered 
businesspeople,  less  (arseeing  than  Welch,  clamor  for  advice 
on  how  to  adapt  to  the  new  order. 

Even  today  most  big  companies  make  a  good  part  of 
what  they  sell.  Boeing  does  lots  of  subcontracting,  but  still 
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assembles  its  planes  and  makes  many  of  the  parts  (though  it 
too,  is  shedding  parts  businesses  to  concentrate  on  "core 
competency").  Procter  &  Gamble  still  makes  Ivory  soap  and 
Tide.  Even  the  big  entertainment  conglomerates  are  heavily 
integrated — owning  networks,  sports  teams,  producing 
movies  and  pressing  compact  discs. 

But  with  Dell,  Cisco,  Qualcomm,  Microsoft,  their  "facto- 
ries" are  office  campuses. 

Even  before  the  Net,  companies  were  moving  away  from 
self-sufficiency.  In  the  painful  period  of  layoffs  and  plant 
closings  in  the  1980s  and  early  1990s,  American  business 
was  reengineering.  One  of  the  reasons  that  stock  buy-backs 
have  become  so  widespread  is  that  many  businesses  learned 
how  to  make  good  with  less  physical  capital;  they  were 
moving  towards  the  "decapitalized"  model.  Closer  coordi- 
nation with  suppliers  and  just-in-time  delivery  enabled 
businesses  to  sharply  reduce  inventories  and  receivables. 
Because  Sam  Walton  and  his  aides  understood  what  was 
happening  sooner  than  most  did,  Wal-Mart  zoomed  past 
the  rest  of  retailing. 

The  Internet  merely  facilitates  this  reengineering — but  on 
a  tremendous  scale,  as  more  and  more  of  the  world  is  con- 
nected to  the  Net.  A  few  years  back  a  lot  of  people  worried 
about  "hollowing  out  the  economy"  as  companies  increas- 
ingly shed  manufacturing  and  concentrated  on  designing 
and  selling  things.  Now  we  understand  that  in  the  advanced 
countries  this  is  the  postindustrial  order.  It  uses  less  blue- 
collar  labor  but  provides  higher-skill  engineering  and 
marketing  jobs. 

Today  many  of  our  best  growth  companies  manufacture 
little.  Hewlett-Packard  is  the  leader  in  laser  printers  but  lets 
Canon  build  the  actual  laser  mechanisms.  Apple  Computer 
farms  out  much  of  its  production.  Even  Motorola,  still  a 
major  manufacturer,  announced  recently  that,  in  effect,  it 
planned  to  outsource  production  for  future  growth,  using  an 
outside  manufacturer,  Flextronics  International. 

In  the  Means-Schneider  taxonomy,  companies  like  Cisco 

and  Dell  are  "brand-owning  companies."  They  are  not  so 
much  selling  products.  They  are  selling  customer  satisfaction. 

In  the  metacapitalist  order,  such  companies  are  rewarded 
with  superhigh  P/E  ratios.  The  authors  believe  that  Old  Econ- 
omy companies  like  Ford  will  win  similarly  high  P/Es  in  the 
future  if  they  can  adapt  to  the  Cisco  model. 

Yeah,  you  might  say,  but  somebody  still  has  to  make  the 
stuff.  Are  the  guys  who  get  their  hands  dirty  destined  to  be- 
come just  hewers  of  wood  and  drawers  of  water  in  the  New 
Economy? 

Not  necessarily.  The  smartest  suppliers,  too,  have  huge 
growth  potential.  Car  paf  ts  manufacturers  like  Dana  Corp. 
are  moving  up  the  value  chain,  building  whole  modules  to 
be  assembled  into  finished  cars.  "Eventually,"  predicts 
Means,  "the  car  companies  may  ask  themselves:  'Why  bother 
to  even  do  the  assembling?'" 

The  suppliers  too  can  cut  inventories,  outsource 
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is  faster,  easier  and  more  profitable. 

(Sexier  will  be  covered  in  future  updates.) 
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Pull,  Don't  Push 


Here,  adapted  from  MetaCapitalism,  is  how  the  authors  conceptualize  a  traditional 
carmaker  as  compared  to  an  idealized  e-car  company.  Devoting  the  bulk  of  its  human 
capital  toward  market  relationships  and  with  a  flexible  supply  chain,  the  e-company 
can  react  quickly  to  changes  in  the  market.  The  traditional  company,  weighed  down 
by  plant  and  equipment,  devotes  the  bulk  of  its  capital  to  producing  cars  rather  than 
to  selling  transportation. 
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nonessential  activities  and  get  new  economies  of  scale.  Thus 
it  is  that  a  number  of  contract  manufacturers  are  themselves 
becoming  growth  companies:  Solectron,  Flextronics,  Magna. 
These  contract  manufacturers  themselves  build  efficient, 
Internet-based  supply  chains. 

Take  Milpitas,  Calif.-based  Solectron  Corporation,  an  $8 
billion  electronics  components  parts  maker.  Solectron  buys 
factories  from  brand  name  electronics  manufacturers  like 
IBM,  Nortel  and  Ericsson.  It  uses  those  factories  to  make  parts 
not  only  for  the  original  owners  but  for  others  as  well,  thus 
expanding  the  market  for  the  factories  and  achieving  better 
balanced  production. 

Solectron  itself  is  a  big  user  of  the  Net.  In  early  June  it 

joined  with  IBM,  Nortel,  Matsushita,  Seagate  and  other  elec- 
tronics companies  to  form  a  new  Internet  exchange, 
E2C)pen.com,  with  $200  million  in  backing  from  Morgan 
Stanley  and  Crosspoint  Ventures.  According  to  its  bankers, 
the  goal  is  to  shave  supply  costs  by  at  least  10%.  Considering 
that  the  partners  in  the  exchange  buy  $700  billion  in  goods 
and  services  every  year,  the  savings  potential  is  enormous. 

As  companies  become  accustomed  to  shedding  self-suffi- 
ciency,  many  will  outsource  even  more  functions,  things  like 
human  resource  management,  finance,  R&D  and  shipping  in- 
frastructure. 

Cincinnati-based  Cadence  Network  calls  itself  a  "business 

process  outsourcer"  or  BPO.  Cadence  offers  to  manage  and  pay 

electric  utility  bills,  gas  bills,  telecom  charges  and  waste  dis- 

;  for  large  companies.  Big  store  chains  like  Winn  Dixie, 

Blockbuster,  Papa  John's  and  the  Limited  are  among  its  clients. 


Cadence  shows  clients  that  they  can  savel 
much  more  than  Cadence's  fees  by  letting! 
its  specialists  buy  their  electricity,  telecom  I 
and  waste  hauling  needs. 

Winn  Dixie,  for  example,  spends 
hundreds  of  millions  of  dollars  a  year  on 
such  indirect  operating  expenses,  spread 
among  1,300  vendors.  To  pay  for  such 
services  Winn  Dixie's  1,200  retail  stores 
generated  43,000  invoices  that  need  ver- 
ifying each  year.  Says  Cadence  Chief  Ex- 
ecutive Mark  Shunk:  "The  chief  financial 
officer  of  a  restaurant  chain  like  Hardee's 
can  tell  you  the  details  of  every  dollar  ex- 
pended on  each  french  fry  sold.  He 
spends  millions  on  utilities  but  hasn't  a 
clue  about  how  efficiently  he  is  spending 
the  money." 

By  hiring  Cadence,  Winn  Dixie  and 
Papa  John's  eliminate  much  of  the 
overhead  associated  with  managing 
those  transactions  and  monitor  expenses 
for  these  services  on  a  real-time  basis  via 
the  Internet. 

Cadence  is  a  new  kind  of  company, 
made  possible  largely  by  the  Internet.  This  outsourcer  itself  is 
part  of  a  network.  It  buys  electricity  from  the  new  B2B  utility 
exchange  Enermetrix. 

Cadence  is  typical  of  the  new  networks  that  Means  and 
Schneider  see  emerging,  alliances  of  suppliers  held  together  by 
common  interest,  rather  than  by  common  ownership.  They 
call  them  value-added  communities  and  metamarkets. 

We  only  wish  this  were  a 
more  accessible  book.  The  jar- 
gon— sometimes  two  or  three 
examples  per  sentence — 
makes  for  gummy  reading.  As 
for  a  Dow  of  100,000,  the 
authors  apparently  assume 
that  most  of  the  new  wealth 
created  will  end  up  in  corpo- 
rate pockets.  It  seems  more 
likely  that  most  of  the  savings 
created  by  metacapitalism  will 
eventually  be  passed  to  the 
consumer  in  the  form  of  bet- 
ter products  and  a  higher 
standard  of  living. 

For  all  these  faults,  how- 
ever, there  are  powerful 
insights  in  MetaCapitalism. 
You  don't  have  to  buy  the 
Means-Schneider  vision  in  its 
entirety  to  learn  a  lot  from 
this  book.  F 
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Fidelity  Rollover  Express5U  can  make  it  easy  to  roll  over  and 
consolidate  your  eligible  employer  plan  savings  without  tax 
consequences.  By  rolling  over  your  eligible  retirement  savings 
at  Fidelity,  you  get  access  to  a  wide  range  of  investment 
choices  and  funds  with  a  history  of  solid  performance.  Fidelity's 
Rollover  Specialists  will  even  help  manage  the  details: 

1  Contact  your  former  employer 

2  Speed  up  the  transfer  of  funds 

3  Help  you  identify  an  investment  strategy 

And  now  that  Fidelity's  Rollover  Express  is  available  online, 
it's  easier  than  ever  to  roll  over  your  eligible  401  (k)  savings. 

ROLL    OVER    YOUR    RETIREMENT   SAVINGS  CALL  1-800-544-5650  OR 


VISIT      FIDELITY.COM/ROLLOVER 


Is.  Seng  is  a  Fidelity  customer  and  was  compensated. 

or  more  complete  information  on  any  Fidelity  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results. 

idelity  Brokerage  Services.  Inc.  Member  NYSE,  S1PC.  300045 


_ 


T 


There  snothi-.g  like  the  great  outdoors.  Especially  when  it  s  whipping  past  your  window  at  M7mphc 

g  the  ML 55  AMG,  the  fastest  SUV  on  earth.*  With  nearly  350  horsepower  it  mil  cata :         : 
-econds?  its  massive  brakes  and  beefed-up  suspension  provide  rock-solid  hanc    g 
-    *ared  fenders,  high  performance  tires,  and  a  growling  5.5  Iter  V-8  engine.  The  most 
-ore  information,  cal  1-800-FOK-MERCEDES  or  visit  us  at  wwwLM8USA.com. 


lead 


M.  55  AMG 


,-    ....  m    -  | ;,;,_- 


Autobahn  meets  Audubon. 


Mercedes-Benz 


ing  on  model,  environmental  and  road  surface  conditions,  driving  style,  elevation,  and  vehicle  load.  WARNING:  AIR  BAGS  ARE  A  SI  iEMEMBER 

©  1999  Mercedes-Benz  USA.  Inc.,  Montvale,  NJ.  A  DaimlerChrysler  Company. 


1 


■ 


Ford's  Model  E 


Can  Ford,  the  very  epitome  of  ar 

Old  Economy  company,  remake 

itself  in  the  Cisco  mold?  I  by  jay  akasi 


Ford's  Brian  Kelley: 

The  Net  will  create  a 

new,  leaner  Ford. 


WHILE  MOST  FORBES  500  COM 
panies  are  still  trying  to  fig 
ure  out  their  Internet  strat 
egies,  Ford  Motor  Co.  ha 
plunged  in  boldly,  reconfiguring  thi 
Old  Economy  company  into  a  stream 
lined  New  Economy  outfit. 

"This  is  absolutely  a  transformatio: 
of  Ford,"  says  Brian  Kelley,  Ford's  Presi 
dent  for  Internet  strategy.  "Ultimate! 
this  is  about  the  redistribution  of  assets 
capital  and  competitive  advantage." 

In  his  New  Year  2000  address  t<l 
employees,  new  (since  January  1, 19991 
Chief  Executive  Jac  Nasser  put   i  I 
bluntly:  He  wanted  to  transform  Fore 
into  an  e-business.  Lots  of  executive 
talk  that  way,  but  Nasser  is  putting  hi. 
assets  where  his  mouth  is. 

The  redistribution  of  assets  i 
already  dramatic.  Ford  announced  ii 
April  that  it  would  return  $10  billion  tc 
shareholders,  capital  that  would  not  b< 
needed  by  the  new,  leaner  Ford.  It  wa: 
already  in  the  process  of  spinning  of 
most  of  its  parts  plants  into  Visteon 
Henceforth  it  would  be  just  anothei 
supplier  to  Ford.  Between  Visteon  anc 
the  special  cash  dividend,  Ford  was  re- 
turning $12  billion  to  its  shareholders. 

While  shedding  physical  assets,  Fore 
has  been  investing  in  intangible  assets 
In  the  past  few  years  it  has  spent  weL 
over  $12  billion  to  acquire  prestigious 
brand  names:  Jaguar,  Aston  Martin. 
Volvo  and  Land  Rover.  None  of  these 
marquees  brought  much  in  the  way  of 
plant  and  equipment  but  plant  and 
equipment  isn't  what  the  new  business 
model  is  about.  It's  about  brands  and 
brand  building  and  consumer  relation- 
ships. In  the  New  Economy,  quite  delib 
erately,  Ford  has  been  selling  things  you 
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can  touch  and  buying  what  exists  only 
in  the  consumers'  minds. 

The  corporate  Ford  of  2010  will  look 
more  like  Cisco — a  company  that  man- 
ufactures very  little.  "You  can  already  see 
moves  to  divest  the  more  asset  intensive, 
low- margin  activities  off  their  balance 
sheet,"  says  Dresdner  Kleinwort  Ben- 
son's David  Garrity. 

The  Internet  facilitates  these 
changes  in  two  big  ways.  In  a  B2B  sense 
it  facilitates  the  substitution  of  an  out- 
side supply  chain  for  company-owned 
manufacturing.  In  a  B2C  sense  it  facili- 
tates a  continuing  interaction  with 
consumers  that  offers  myriad  ways  to 
enhance  the  brand  value  that  has  been 
the  focus  of  Ford's  recent  capital 
spending.  Says  Kelley,  "By  using  B2B 
supply  chain  management  we  cut 
down  waste  and  with  B2C  we've  finally 
found  the  way  to  connect  the  supply 
chain  directly  with  the  car  buyer." 

At  the  moment  Ford's  structural 
changes  are  ahead  of  changes  in  the  car 
market.  Cars  are  still  delivered  by  the 
truckload  to  lots  where  dealers  struggle 
to  unload  the  inventories  onto  prospec- 
tive buyers  using  incentives,  rebates  or 
the  plain  hard  sell.  This  is  what  B2B 


because  the  supply  chain  for  automo- 
biles is  so  long  and  complex.  Final  as- 
sembly, which  for  now  at  least  Ford  will 
continue  to  do,  accounts  for  only  6%  of 
the  cost  of  a  car,  which  means  that  an 
efficient  supply  chain  is  vital. 

Commodities — steel,  paint,  plas- 
tics— account  for  about  16%  of  the 
cost.  Build-to-spec  items — small 
stampings  and  injection  molded 
parts — are  combined  with  the  com- 
modities by  the  full-service  suppliers 
like  Delphi,  Dana  and  Magna  to  make 
complex  systems  like  seating  or  brak- 
ing. An  even  larger  percentage  ends  up 
in  their  pockets. 

Under  Ford's  existing  EDI  (elec- 
tronic data  interchange)  system,  the 
company  already  communicates  well 
with  its  Tier  1  suppliers,  the  companies 
that  build  large,  integrated  systems, 
seats  or  wheels  and  braking.  Where  the 
speed-up  is  coming  is  among  Tier  2 
suppliers,  the  companies  that  provide 
parts  to  the  Tier  1  group. 

With  an  Internet-based  supply 
chain,  the  paint  manufacturer  will  get 
the  signal  to  produce  more  purple  paint 
at  the  same  time  as  everyone  else  in  the 
Ford  supply  chain.  There  will  be  no 


operations.  She  is  a  pioneer  in  B2B,  cred- 
ited with  inventing  the  term  two  years 
ago  when  she  was  planning  an  Internet 
purchasing  strategy  for  Ford.  Miles  has 
moved  to  Covisint  where  as  Ford's  chief 
rep  she  brainstorms  with  her  Motown 
competitors  in  the  same  office — she 
calls  it  neutral  ground.  Ford  helped 
form  Covisint,  rather  than  go  it  alone, 
because  it  was  more  beneficial  to  have  a 
larger  network. 

Since  Ford's  relationships  with 
Tier  1  suppliers  are  already  close  and 
electronic,  Covisint  is  designed  to  do  the 
same  for  the  Tier  2  and  Tier  3  suppliers. 
This  is  no  small  matter.  Ford  and  its 
three  rivals-turned-partners  spend 
roughly  $700  billion  per  year  on  the 
components  that  make  up  cars.  The  Tier 
2  and  3  players  account  for  43%  of  that. 

Take  the  automobile  industry's  "In- 
line vehicle  sequencing":  A  Tier  1  seat 
supplier  ships  the  seating  systems  in  the 
order  they  are  required  for  the  final  as- 
sembly. Ford  tells  the  Tier  1  it  needs  so 
many  red  seats  followed  by  so  many 
blue  and  so  many  purple.  Since  the  seat 
manufacturers  are  Tier  1  they  are  al- 
ready in  the  information  loop.  With  an 
Internet  exchange  like  Covisint,  a  leather 


By  2010  Ford  will  look  more  like  Cisco.  Instead  of 
manufacturing,  Ford  will  outsource  over  the  Internet. 


pundits  like  Grady  Means  and  David 
Schneider  (see  p.  22)  call  push  market- 
ing: Produce  first,  then  try  to  sell. 

Using  the  Internet,  Ford  and  other 
companies  hope  to  change  from  a  push 
model  to  a  pull  model  (see  chart  p.  26). 
Instead  of  a  manufacturer  pushing 
product  out  to  the  consumer,  the  con- 
sumer— stimulated,  of  course,  by  smart 
advertising  and  promotion — will  pull 
product  through  the  supply  chain. 

If  consumers  suddenly  decide  they 
want  purple  cars,  the  paint  supplier 
will  know  that  as  soon  as  the  dealers 
do.  There  will  be  fewer  black  cars  that 
will  have  to  be  sold  with  costly  incen- 
tives. And  not  just  colors:  options, 
brands,  models. 

This  speed  of  transmission  matters 


production  delays  due  to  shortages  of 
the  right  color  pigment. 

Ten  miles  down  the  Southfield  Free- 
way from  Ford's  Dearborn,  Mich,  head- 
quarters is  an  office  complex  that  houses 
Covisint — standing  for  collaboration, 
vision  and  integrity.  Here  executives 
from  age-old  rivals  Ford,  GM  and  Daim- 
lerChrysler  (soon  to  be  joined  by  their 
counterparts  from  Renault-Nissan) 
work  together  in  a  way  that  would  have 
been  unheard  of  even  a  few  years  ago. 
B2B  has  bought  them  together. 

Jointly  owned  by  these  big  auto- 
makers Covisint  hopes  to  be  the  world's 
largest  B2B  exchange,  connecting  with 
more  than  50,000  prospective  suppliers 
to  the  member  companies. 

Alice  Miles  is  Ford's  president  of  B2B 


supplier  will  see  the  changes  in  Ford's 
seat  orders  on  a  real-time  basis  and  can 
prepare  its  inventory  and  manufactur- 
ing lines  accordingly.  No  need  to  wait 
for  the  seat  manufacturer  to  get  around 
to  communicating  its  needs. 

In  addition  to  integrating  these 
companies  into  the  supply  chain, 
Covisint  will  post  its  members'  needs 
where  they  can  be  accessed  by  anyone, 
anywhere  in  the  world,  who  thinks  he 
could  handle  the  order.  That  in  itself 
offers  the  possibility  of  substantial  cost 
savings. 

But  the  savings  are  also  about  trans- 
action costs.  Whereas  a  typical  purchase 
order  costs  Ford  $150,  the  company  esti- 
mates that  a  real-time  order  on  the  ex- 
change will  cost  around  $15.  These 
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Engine  Overhaul 


A  new  Sylvester  Stallone  movie  opens  June  I  and  includes  a 
heart-pouncing  chase  scene  with  the  star  driving  a  yeflow  Mus- 
tang. Ford  dealers  across  The  country  suddenly  get  inquiries 
about  the  flashy  convertible  Back  in  Dearborn,  executives  real- 
ize this  car  is  going  to  be  hoc 

►OLD  WAY: 


1.  Ford  schedules  dealer  council  meeting  over  the 
next  month  to  cfcscuss  these  inquiries. 

2.  Jury.  Dealers  come  to  Dearborn  for  week-long 
meetings  and  confirm  yefow  will  be  this  year  s 

3.  Ford's  marketing  department  schedules  focus 
groups  across  The  country. 

4.  August.  Focus  groups  say  They're  wild  for 
yellow  convertibles. 

5.  Marketing  presents  results  to  executive 
committee,  which  makes  the  decision  to  ramp  up 
production  of  yellow  Mustang  convertibles. 

G.  Aug.  15.  Purchasing  finds  out  and  calls 
Musrang  parts  and  paint  suppliers.  Tells  Them  The 
planr  will  need  millions  of  gallons  of  extra  yellow 
painT  in  the  coming  months. 

7.  Paint  supplier  calls  its  suppliers,  who  make  com- 
ponents of  that  shade  of  yellow,  to  order  more. 

8.  September  Paint  supplier  finally  geTs  more 
dyes  and  chemicals  and  can  begin  increasing 
production  of  yellow  paint. 

9.  New  yellow  Mustang  convertibles  don  T  run  off 
The  lines  until  next  quarter,  three  monrhs  laTer. 

10.  Dealers  receive  cars  on  Dec.  I.  six  monThs 
afrer  Sly's  movie  comes  out. 


►  WEB  WAY: 


I  •  One  week  after  movie  s  release.  Ford  is 
bombarded  wrrh  quenes  on  DealerCon- 
nect  network  about  The  availabilrry  of  yel-  ■ 
low  Musrang  convertibles.  Inquines  from  ■ 
6ofr.com  and  rvMage.com  roll  in  as  well. 

2.  ExecuTive  comminee  orders 
ramp  up  in  producTion  of  The 
car. 

3.  The  nexT  day.  Purchasing 
TransmiTs  The  order  and  all 
Tiers  of  suppliers  on  Covisinr 
immediately  see  The  order 
and  begin  srocking  up. 
4  Hot  yellow  Mustangs 
appear  on  showroom  floors 
on  Sep" 
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savings  mount  when  you  write  thousanc 
voices  every  year. 

The  third  and  maybe  the  biggest  saving  will  come 
slfmmir  e n  reducing  inventories.  Equipped  with 

time  knowledge  of  what  is  happening  at  the  sales  end, 
the  supplier  at  the  verv  end  of  the  chain  can  react  quiddy 
changes.  The  real  value  of  Covisint  is  taking  out  the  i 
ng  up  the  txansT  Miles.  T< 

Dne  in  the  supplv  chain  has  to  build  up  inventory 
cause  thev  don't  want  to  be  caught  sh 

This  transparency  has  other  advantages:  If  a 
knows  his  line  will  be  down  in  June  w  b  ;  xnpanies 

tool,  he  might  scramble  to  find  low-margin  business  to 
his  plant  working  near  full  capaer    7 " .  t  !r  ~ z—  t :  — :_-  r- 
process  a  lot  easier.  The  supplier  simplv  posts 
availability  on  the  Internet  and  people  all  over  the  wo 
bid  for  it 

"This  changes  hov  ire  manager 

Much  as  the  Internet  enables  airlines  and  hotel  chains 

km  idle  seats  and  idle  beds,  so  it  wiD  enable 
suppliers  to  keep  their  lines  busv  in  what  other 
be  dead  time. 

Covisint  is  only  a  small  part  of  Ford's  BIB  saakgy. 
sumerConnect  is  the  name  of  Nasser  s  sweeping  Internet 
_    i  is  to  create  a  seamless  Internet  web  from 
sumer  research  right  down  to  the  people  who  sur 
handles,  rubber  mats  and  paint 

General  Motors  has  a  similar  effort,  and  in  one  way 
ahead  of  Ford:  On  the  consumer  side  it  has  OnStar.  wbi 
will  soon  connect  cars  directly  with  the  In:. 
GM  a  continuing  relationship  with  buve:  At  p 

sent,  auto  companies  have  direct  contact  with  their 
tomers  an  average  of  only  three  vears — essential! 
the  warranty  runs. 

Ford  is  moving  fast  to  dose  this  gap.  Last  month  it  laur* 
Percepta,  a  joint  venture  with  Teletech.  the  consumer  market 
ing  firm.  Its  aim  is  to  allow  drivers  to  connect  by  telephone,  ia: 
or  e-mail  with  call  centers  in  case  of  breakdowns  or  othe 
emergences  and  to  give  the  company  a  detailed  service  recorc 
of  every  car  it  sells.  This  movement  toward  more  intelligen 
cars  offers  manufacturers  an  opportunitv  to  maintain  a  con 
turning  relationship  with  car  buvers. 

In  cultivating  consumers.  Ford  isn't  waiting  for  them  ti 
become  old  enough  and  affluent  enough  to  buv  a  car.  The  agi 
group  looselv  defined  as  Generation-V — Americans  betweer 
14  and  24 — is  even  larger  than  the  babv  boom  generation 
Ford  is  already  reaching  out  to  this  group — on  the  Internet 

On  Bolt.com,  a  popular  teen  Web  portal.  Ford  spo: 
the  automotive  section  along  with  banner  ads  that  flash  on 
every  area  of  the  site.  The  activities  are  deverly  constructed  to 
ietd  Ford  data  on  what  teenagers  think,  especially  about  autos. 
In  anv  given  week  polls  ask;  "What  do  tou  think  is  the  best 
way  to  help  the  environment?"  or  "Which  wv>uld  wu  rather  be 
seen  in,  a  Lexus  or  a  Jaguar?" 

"Teenagers  are  encouraged  to  write  adventurous  stories 
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LEADERS  SELECT  LEADERS 

It's  easy  to  set  up  a  web  store,  but  much  more  difficult  to  actually  sell  online.  That's  why  eCommerce 
leaders  Cisco  and  Dell  both  chose  Selectica  to  power  their  next  generation  Internet  Commerce 
configuration  capabilities.  With  Selectica,  Cisco  and  Dell  will  provide  their  customers  a  unique  interactive 
buyer  experience.  Our  Internet  Selling  System  enables  customers  to  find,  configure  and  accurately  order 
even  the  most  complex  products  easily  and  efficiently.  Learn  how  eCommerce  leaders  Cisco,  Dell  and 
others  successfully  sell  complex  products  and  services  online  in  the  new  book,  Net  Ready 
(a  $24.95  value,  free  to  the  first  50  respondents).  Just  call  toll-free  800-900-2850,  ext.  3000  or  visit: 
www.selectica.com/netready4 


<£>  SELECTICA 

*  The  Internet  Selling  Systems  Company 


YOURS  FREE:  Net  Ready  (a  $24.95  value)  the  story  of  how  eBusiness  leaders  like  Cisco  and  Dell  achieve  online  success,  now  available  to  the  first  50  respondents 
absolutely  free  at  Selectica.com/netready4.  Plus,  get  your  complimentary  copy  of  Seven  Keys  to  Internet  Selling  Success  (free  to  everyone  at  Selectica.com). 


involving  cars  and  road  trips,  and  submit  their  own  designs 
for  the  ultimate  dream  car.  You  can  imagine  that  teenagers  have 
a  much  different  idea  of  what's  cool  than  Ford  engineers  in 
Dearborn,"  says  Annie  Hiraoka,  who  oversees  the  company's 
consumer  Web  drive. 

Women  Web  surfers  haven't  been  shy  about  telling  Ford 
what  features  they'd  like  on  their  next  car.  The  Lincoln  Navi- 
gator now  comes  with  pedals  that  can  extend  upward  for 
shorter  drivers.  The  Windstar  minivan  concept  vehicle  at  the 


time  when  car  companies  sti 
count  on  dealers  for  most  o  I 
their  sales  and  when  car  deal-l 
ers  have  enormous  political 
clout  at  the  state  level.  But  tcl 
the  extent  that  the  dealer  sys-B 
tern  eventually  survives,  it  I 
too,  becomes  more  efficienlB 
because  it  won't  need  large  in- 
ventories. No  longer  will  deal- 
ers have  to  shave  their  margin 
to  the  vanishing  point  to 
move  models  that  are  not  in 
high  demand  locally.  Mark 
Roman,  the  lead  Ford  liaison 
on  the  Microsoft  venture,  in- 
sists dealers  will  remain  im- 
portant for  trade-ins,  test  dri- 
ves and  service. 

But  certainly  the  role  of  the 
dealer  is  going  to  shrink.  Ford 
believes  that  the  Web  will  largely  replace  the  influential  dealer 
councils  in  the  product  development  phase.  Lengthy  meetings 
on  consumer  preferences  and  trends  will  be  replaced  by  the 
click  of  a  mouse  by  potential  buyers.  "Consumers  want  to  feel 
they're  in  control  of  the  buying  process,  and  we're  trying  to 
convince  dealers  that  that's  not  such  a  bad  thing,"  says  Roman. 
By  laying  everything  out  on  one  database,  the  system  lets 
Ford  track  what  happens  with  every  dealer  query,  a  major  ad- 
vantage in  measuring  customer  satisfaction.  "We've  always 


A  typical  purchase  order  costs  Ford  $150. 
A  real-time  order  on  the  Exchange  will  cost  around  $15. 


Detroit  Auto  Show  this  year  came  equipped  with  a  microwave 
oven,  a  small  washer  and  dryer,  and  a  wet-dry  vacuum — all 
suggestions  Ford  received  from  women  on  Ivillage.com. 

What  about  the  dealers?  In  September  1999  Nasser  an- 
nounced a  joint  venture  with  Microsoft's  CarPoint  for  a  con- 
sumer portal  where  you  can  research  and  buy  a  car  and  get  de- 
livery within  three  days.  Right  now  Web-based  car  buying 
S)  Stems  rely  oil  locating  the  car  the  consumer  wants  and  then 
delivering  it. 

lord  plans  to  take  this  to  the  next  level:  Direct-to-the- 
assembly-line  ordering  which  will  enable  Ford  to  custom 
configure  cars  much  the  way  Dell  custom  configures  com- 
puters. "We  want  to  use  the  Internet  to  build  cars  that  people 
want  and  not  build  inventory,"  says  Jeff  Dossett,  a  Microsoft 
executive  and  president  of  the  alliance.  Microsoft's  software 
will  one  day  be  able  to  locate  a  car  halfway  down  an  assembly 
line  and  configure  the  rest  of  it  along  the  lines  ordered  by  a 

Point  buyer. 

ii.it  happens  to  the  dealer  is  a  touchy  question  at  a 
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tracked  inventory.  Now  we  can  track  consumer  preference," 
explains  Roman. 

It  would  be  hard  to  find  a  giant  Old  Economy  company 
that  is  making  this  transformation  more  seriously  than  Ford. 
If  it  all  comes  together,  the  payoff  could  be  huge:  Decapital- 
ized,  brand-owning  companies  can  earn  huge  returns  on  their 
capital  and  grow  faster,  unencumbered  by  factories  and 
masses  of  manual  workers.  Those  are  the  things  that  the  stock 
market  rewards  with  high  price-earnings  ratios. 

That's  the  real  pay-off  at  the  end  of  the  B2B  line:  High  re- 
turns on  invested  capital  and  accordingly  high  P/E  ratios.  Can 
Ford  earn  a  Cisco-like  valuation?  Can  any  Old  Economy  com- 
pany get  there?  Why  not?  Wal-Mart  did. 

Brian  Kelley  thinks  his  company  has  a  great  shot  at  it. 
"Who's  in  the  best  position  to  take  advantage  of  these  e-tech- 
nologies?"  he  asks,  rhetorically.  "We'll  give  the  startups  their 
due,  but  we  have  the  massive  customer  base,  great  brands  and 
plenty  of  resources  that  we  can  apply  in  the  New  Economy 
better  than  anyone  else."  F 
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She's  come  to  your  site  to  learn  more 
about  your  business.  Get  her  now, 

or  kiss  \fi3x  prospect  goodbye. 


n  today's  fast  paced  world  of  business,  making  sales  requires  new  ways  of  thinking.  As  you  read 
:his  now,  hot  sales  prospects  are  on  your  web  site,  gathering  information  about  your  company's 
products  or  services.  But  they  won't  be  there  long  before  they  move  on  to  check  out  the  competition. 

J  You  need  a  way  to  actively  engage  them  now-before  they  click  away.  At  NewChannel,™  we  give 
/ou  the  power  to  identify  the  best  web  prospects,  prequalify  them  according  to  your  guidelines,  and 
actually  reach  out  and  immediately  move  them  through  the  sales  process.  And  it  all  happens  through 
/our  site.  If  words  aren't  enough,  just  look  at  the  numbers.  Telesales  reps  from  companies  using 
NJewChannel  are  closing  twice  as  many  sales  as  they  did  just  answering  800  numbers.  Make  your  web 

4  site  work  harder  for  your  salesforce  and  turn  it  into  the  powerful  sales  tool  it  was  meant  to  be. 

I  Go  to  www.newchannel.com/moresales  or  call  1-800-331-0987  and  see  how  you  can 

i  double  your  sales. 


NewChanneVInc. 

The  hottest  prospects  are  on  your  site!" 


O20Q0  NewOa/mtl,  Int.  All  R.ghq  Reiervxl 
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or  live  in  Silicon 
get  with  the  B2B 
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i  ogramming  at  NBC — to  develop  an  e-commerce  strategy 
ithin  a  few  months.  And  he  announced  to  shareholders  that 
business  would  "change  the  DNA  of  GE  forever  by  energiz- 
ig  and  revitalizing  every  corner  of  this  company." 

Why  the  rush?  Welch:  "One  cannot  be  tentative  about 
lis.  Excuses  like  channel  conflict  or  marketing  and  sales 
en't  ready,  cannot  be  allowed  to  divert  or  paralyze  the  of- 
nsive.  Delay  and  you  risk  being  cut  out  of  your  own  mar- 
et,  perhaps  not  by  traditional  competitors  but  by  compa- 
les  you  never  heard  of  24  months  ago." 

Welch  doesn't  buy  the  idea 
that  e-commerce  is  something 
best  left  to  the  techies.  He 
doesn't  want  to  permit  Web 
startups  or  brand-new  ex- 
changes to  get  between  him 
and  his  customers.  So  General 
Electric  has  developed  its  own 
Web  technology-enabled  divi- 
sion. GE  has  even  begun  to 
peddle  this  expertise  to  others 
through  GE  Global  Exchange 
Services,  much  like  Ariba  and 
Commerce  One.  This  year  the 
volume  of  Internet  transac- 
tions is  expected  to  produce 
more  than  $5  billion  in  world- 
wide revenues  for  GE. 

Even  more  dramatic  are 
the  potential  savings.  "GE 
management  believes  that 
through  Internet-derived  pro- 
ductivity they  can  save  from 
20%  to  50%  of  selling,  general 
and  administrative  expenses," 
says  Merrill  Lynch  analyst 
Jeanne  Terrile.  If  realized, 
those  savings  could  boost 
GE's  already  impressive  oper- 
ating profits  by  nearly  half. 

In  charge  of  the  com- 
pany's overall  Net  strategy  is 
Senior  Vice  President  and 
Chief  Information  Officer 
Gary  Reiner,  47.  Reiner  says 
GE's  Web  approach  is  three- 
pronged:  buy  side,  where  GE 
interacts  with  suppliers;  sell 
side,  in  which  GE  interacts 


Jack  Welch  joins  the  province  of  the  wild-eyed  and  purple-haired. 


with  customers;  and  make  side,  where  GE  interacts  within 
its  own  operations. 

"In  all  three  areas,"  says  Reiner,  "we  see  huge  opportuni- 
ties in  productivity,  for  ourselves  and  for  our  customers." 

On  the  buy  side,  GE  now  negotiates  with  many  of  its 
suppliers  by  holding  reverse  Web  auctions  where  prequali- 
fied  suppliers  bid  for  GE  business.  "We  are  getting  price  de- 
flation that  we  never  had  before,"  says  Reiner. 

GE  now  buys  many  of  its  $15  billion  worth  of  mainte- 
nance, repair  and  operations  supplies — office  furniture, 
screwdrivers,  hammers,  copiers,  light  bulbs,  fax  machines, 
paper — online.  Company-wide  orders  are  aggregated  using 
the  Web,  driving  down  costs,  and  are  replenished  automati- 
cally. Besides  the  economy  of  scale,  GE  does  more  than 
4  million  transactions  a  year.  If  all  of  the  transactions  went 
to  the  Web,  Reiner  claims,  transaction  costs  would  drop 
from  $50  to  $100  each  to  as  low  as  $5  per  transaction. 

By  automating  not  only  buying  but  much  of  selling,  GE 
expects  to  cut  costs  right  through  its  entire  system.  Each  cus- 
tomer phone  call  that  comes  in  about  one  of  GE's  consumer 
appliances  costs  about  $5  by  the  time  it  is  fielded  and  an- 
swered. The  same  information  disseminated  over  the  Web 
costs  only  20  cents.  Appliances  alone  take  in  20  million  calls 
a  year  between  orders  and  customer  service.  "You're  talking 
about  a  more  than  90%  reduction  in  costs,"  enthuses  Reiner. 
Credit  card  services  and  Fleet  leasing  also  take  in  millions  of 
calls.  In  Fleet  services,  Reiner  contends,  "Telephone  order  in- 
accuracies run  at  about  45%.  The  same  Fleet  transactions 
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done  over  the  Web,  with  software  that  helps  get  and  give  the 
right  information,  drives  down  the  error  rate  to  one  tenth 
of  a  percent." 

Says  Jack  Welch:  "Big  companies  like  us  were  frightened 
with  the  advent  of  the  Net.  We  thought  the  creation  of  Web 


operations  was  mysterious  Nobel  Prize  stuff,  the  province  ol 
the  wild-eyed  and  purple-haired.  As  we  have  gotten  more 
deeply  into  it,  we  have  learned  that  digitizing  is  the  easiest 
part.  E-business  was  made  for  GE,  and  the  "E"  in  GE  now 
has  a  whole  new  meaning." 


Gee-Whiz! 


Here's  how  various  old-line  GE  operations  have  Webified  themselves— and  how  GE  has  turned 
some  of  that  Webifying  into  new  businesses. 


GE  Power  Systems 


E-business  Leader:  Jean  Michel  Ares  www.gepartsodgo.com 

General  Electric  Power  Systems  generates  $10  billion  in  revenues 
from  the  turbines  and  related  products  it  produces.  While  clients 
are  not  likely  to  buy  a  $20-million  hydroelectric  turbine  on  the 
Internet,  they  don't  feel  the  same  way  about  parts: 
GEPartsEdge.com  lists  more  than  3  million  generator  parts.  It  for- 
merly took  two  weeks  to  analyze  a  problem  in  a  generator  and 
order  the  parts.  Today  on  the  Web  it  takes  one  hour. 

GE  Power  developed  software  to  provide  an  analysis  of  prod- 
uct options.  Every  turbine  they 
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sell  carries  a  device  that  sends 
performance  data  back  to  GE 
via  satellite  or  phone.  That  in- 
formation is  then  linked  to  GE 
Power's  Web  site.  Using  the 
site,  GE  clients  can  get  an 
analysis  of  how  their  turbine  is 
faring  compared  to  others.  The  software  then  tells  the  customer 
what  action  to  take  to  improve  performance.  Through  the  first  five 
months  of  2000.  GE  Power  received  $300  million  in  parts  orders 
online  and  expects  $1  billion  in  parts  sales  by  year  end. 

GE  Aircraft  Engines 

E-business  Leader:  Oavid  Overbeeke  www.geae.com 

A  similar  Web-enabled  approach  is  at  work  in  GE's  $10.5  billion 
revenue  Aircraft  Engine  business.  Using  the  Web  site,  customers 
and  GE  engine  technicians  can  jointly  view  the  inside  of  an  en- 
gine with  a  fiber-optic  video  "horoscope."  Each  party  watches 
the  streaming  video  through  a  computer  monitor  to  determine 

the  source  of  a  problem. 
Then  they  order  replace- 
ment parts.  Says  Overbeeke, 
"We  have  100  customers  on- 
line, including  most  big  air- 
craft companies."  It  also  has 
500  of  GE's  suppliers  signed 
up.  He  adds,  "They  now  do 
their  delivery  scheduling  and 
billing  through  our  site.  GE  is  not  about  to  open  its  site  to  com- 
petitors," like  Pratt  &  Whitney  or  Rolls-Royce.  Both  competitors 
have  yet  to  develop  anywhere  near  as  effective  a  Web  strategy 
asGE. 
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GE  Polymerland  Plastics 


E-business  Leader:  Gerry  Podesta  www.porymerland.com 

GE's  plastics  distribution  business,  Polymerland,  is  now  doing 
$7  million  a  week,  but  the  company  thinks  $1  billion  in  sales  is 
possible  by  year  end.  Polymerland  sells  plastic  pellets  to  thou- 
sands of  small  companies.  The  pellets  eventually  are  turned  into 
products  like  car  bumpers,  CO  cases  and  plastic  packaging  for 

many  products.  Poly- 
merland offers  cus- 
tomized services  and 
provides  its  customers 
with  timely  information 
about  products  and  the 
status  of  an  order. 

Getting  the  color  ex- 
actly    right     matters 
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mightily  to  plastics  buyers.  Polymerland  formed  a  ColorXpress 
color  spectrum  on  its  Web  site  that  enables  customers  to  see 
subtle  color  differences  on  their  computer  screens.  Within  48 
hours,  the  chips  arrive  at  the  buyer's  office,  in  the  precise  color 
the  buyer  ordered.  Pre-Web,  the  process  took  two  weeks. 

GE  Global  Exchange  Services 


V.  P.,  Business  Development:  Jan  Malasek  www.gogxs.com 

GE  has  become  so  proficient  in  connecting  itself  to  clients  and 
suppliers  that  the  company  has  itself  become  a  B2B  technology 
enabler,  competing  with  the  likes  of  Commerce  One,  Ariba  and 
IBM.  For  years,  GE's  Global  Exchange  Services— GXS— handled 

supply-chain  manage- 
ment mostly  through 
EDI.  Now  it  is  converting 
its  expertise  to  the 
Web  to  create  private 
electronic  trading  ex- 
changes. For  example, 
DaimlerChrysler  is  a 
GXS  trading  partner, 
using  its  Web-based  system  to  trade  on  a  private  network  GXS 
supports.  DaimlerChrysler  already  buys  parts  from  thousands 
of  its  smallest  suppliers  who  can't  afford  an  expensive  EDI  sys- 
tem, eliminating  the  paperwork  from  the  deluge  of  orders  and 
invoices.  Parent  GE  is  so  enthusiastic  about  GXS'  potential,  it  is 
pumping  several  hundred  million  dollars  into  it.  —H.R. 


We  have  the 


TECHNOLOGY 

A  leading  Java-based  personalization  and  e-commerce  platform. 


We  have  the 


PARTNERSH 

A  network  of  more  than  150  of  the  world's  best  technology  and  solution  partners. 


We  have  the 


E-BUSINESSES 

Over  400  worldwide  customers  including  Benetton,  BlueLight.com,  Eastman  Kodak,  and  J.Crew. 


We  have  the  best 


Do  you? 


e-Business  isn't  about  building  a  Web  site;  it's  about  running  your  business.  ATC  understands  that.  For  more 
than  five  years,  we've  provided  a  software  and  application  platform  that  helps  businesses  build  and 
manage  online  relationships  with  customers,  suppliers,  and  partners.  Our  solution,  ATG  Dynamo, 
offers  everything  from  multilingual  and  wireless-Web  support  to  a  scalable  platform  that  grows  with 
your  business.  Introduce  your  e-business  team  to  our  platform  by  visiting  us  online  at  www.atg.com/platform 
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The  fluid  interconnection  of  customers,  vendors,  partners  over  the  Internet. 
This  is  a  dynamic  network.  It  is  not  the  future  of  business;  it  is  the  next  week  of 
business.  Discover  how  your  enterprise  can  link  internal  processes  with  all 
your  partners,  and  reduce  the  time  and  cost  ot  business.  Discover  the  dynamic 
network  delivered  by  the  ebusiness  platform  from  Vitria. 


VITRIA 


A  Contrarian  View: 


Fools  Rush  In 

Where  Jon  Huntsman  Prefers  to  Move  Slowly 


BY  PHYLLIS  BERMAN 

JON  HUNTSMAN  ISN'T  BUY- 
ing  all  this  Internet  hype.  "I  lis- 
tened about  15  minutes  to 
these  young  folks,  which  was 
about  all  I  could  stand,"  says  the  63- 
year-old  chemical  magnate.  "I  stood 
up,  and  if  my  memory  serves  me 


correctly,  I  said:  'Luckily  E.  I.  du  Pont 
de  Nemours  passed  away  in  the  1800s 
so  he  has  the  good  fortune  of  not  being 
here  today.'  Sometimes  I  wish  I  were 
born  20  years  earlier,  so  I'd  be  dead, 
too.  Then  I  wouldn't  have  to  listen  to 
this  nonsense." 

And   with   that,   billionaire   Ion 


i 


Huntsman  stalked  out  of  the  meeting 
of  e-commerce  types  being  held  at  the 
Salt  Lake  City  headquarters  of  his 
$7  billion  (revenues)  company. 

No,  Ion  Huntsman  isn't  putting  his 
head  in  the  sand.  Far  from  ignoring 
the  Net,  he  has  assigned  his  son-in-law 
and  Huntsman  vice  president  for 
strategic  planning,  lames  Huffman,  32, 
to  make  sure  the  company  doesn't  get 
left  behind. 

"It  is  lim's  job  to  help  everyone  in 
the  company  who  is  used  to  operating 
in  the  Old  Fxonomy  to  understand  the 
New  Economy,"  says  Huntsman.  "Jim 
Huffman  is  the  most  knowledgeabl 
individual  in  the  e-commerce  arena 
dealing  with  chemicals  today." 

What  frosts  Jon  Huntsman  is  not 
the  prospect  of  change  but  the  arro 
gance  he  sees  in  so  many  e-commerce 
types  who  seem  to  feel  that  anyone 
wearing  a  necktie  is  a  dinosaur — and 
that  startup  B2B  companies  are  going  to 
control  the  world  of  commerce. 

"An  army  of  lawyers  is  busy  con 
tractualizing  a  lot  of  new  deals  that  will 
never  get  off  the  ground,"  complains 
Huntsman,  clearly  annoyed.  "But  it  will 
take  four  or  five  years  before  we'll  know 
how  any  of  this  will  work.  Many  com- 
plex issues — for  example,  transporta- 
tion, logistics  and  storage — have  yet  to 
be  resolved.  Right  now  when  it  comes 
to  e-commerce  the  chemical  industry  is 
very  long  on  legalities  and  very  short  on 
realities." 

Huntsman  recalls  a  recent  conver- 
sation with  the  chief  executive  of  a 
large  publicly  traded  operation  who 
boasted  he  had  200  employees  working 
on  dozens  of  different  e-commerce 
projects.  "He  told  me  that  if  one  or  two 
succeed,  he'll  consider  it  a  success. 
What  kind  of  odds  are  those?"  Hunts- 
man snorts.  He  says  this  scattershot 
approach  is  wasteful  grandstanding  to 
impress  Wall  Street  and  to  cover  the 
boss'  behind. 

Nevertheless,  Huntsman's  son-in- 
law  convinced  him  that  merely  joining  I 
a  B2B  exchange — just  in  case — would 
cost  the  company  little.  Turns  out, 
those  e-commerce  types  he  turned  his 
back  on  in  April  were  from  ChemCon- 
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ead  lightly  and  luxuriously  in  Lincoln  Navigator,  the  world's  most  powerful  full-size  luxury  SUV.  Tread  spaciously,  too.  Navigator  has  room 
r  seven  in  three  rows  of  leather-trimmed  seats.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Navigator  dealer. 


f  Lincoln  Navigator.  American  Luxury. 


Huntsman 


nect,  one  of  many  exchanges  trying  to 
grab  a  piece  of  the  $1.7  trillion  global 
chemical  industry.  This  particular  ex- 
change claims  to  have  4,000  member 
companies  from  103  countries  and 
Huntsman  operates  in  43  already.  It's  a 
first  step. 

The  company  has  also  hired  An- 
dersen Consulting,  which  coordinated 


about  upgrading  the  rest  of  the  com- 
pany. You  can  be  sure  that  Huntsman 
will  have  some  hardnosed  questions  to 
ask  of  the  consultants. 

Jon  Huntsman  shakes  his  head. 
"So  many  companies  spend  an  inor- 
dinate amount  of  their  capital  on  new 
equipment  or  facilities  that  operate  in- 
efficiently or  don't  work  at  all.  My 


"Sometimes  I  wish  I  were  born  20  years 
earlier  so  I'd  be  dead.  Then  I  wouldn't 
have  to  listen  to  this  nonsense." 


13  brainstorming  meetings  at  Hunts- 
man's tar-flung  operations  to  raise  the 
corporate  consciousness  about  the 
new  economy. 

When  Huntsman  acquired  some 
operations  from  1CI  in  June  1999, 
Huntsman  Chemical  got  a  rather  so- 
phisticated enterprise  resource  plan- 
ning system.  Now,  Andersen  Consult- 
ing is  helping  James  Huffman  put 
iresentation  for  the  boss 


mind-set  has  traditionally  been  very 
basic.  We  build  or  buy  a  standard  fac- 
tory. We  keep  it  running  at  1 10%  ca- 
pacity.  Let's  not  put  a  lot  of  money 
into  a  lot  of  sophisticated  and  un- 
proven  technology. 

"This  entire  e-commerce  phenome- 
non is  anathema  to  the  old  school  of 
business  where  one  works  hard  to  de- 
\  elop  a  customer  base." 

Huntsman  doesn't  doubt  that  the 


world  changes,  but  he  does  doubt  than] 
business  will  be  transformed  overnight 
into  a  system  that  is  almost  bereft  ofl 
human  intervention.  "Relationships  are] 
paramount,"  he  says.  "Maybe  five  years; 
from  now  10%  of  the  chemical  indus^ 
try's  products  will  be  sold  online.'] 
That's  change  but  it  isn't  revolution. 

"Show  me  how  this  will  make  usj 
money  or  show  me  how  this  will  save] 
us  money,"  says  Huntsman,  repeating 
what  he  never  tires  of  telling  his  sisj 
sons  and  three  sons-in-law,  all  on 
whom  work  in  the  business.  "If  these] 
proposals  aren't  going  to  do  one  or  thej 
other,  I  don't  want  to  commit  any  re-| 
sources  to  them. 

"You  know  these  consultants  canl 
tell  you  what  decisions  to  make  but  its] 
not  their  nickel.  They  don't  have  to  livej 
with  the  decisions." 

"If  an  abacus  does  the  job  adej 
quately,  why  buy  a  computer?"  he  says| 
not  entirely  kidding. 

Maybe  Jon  Huntsman  is  an  ol^ 
mossback.  Maybe,  though,  he's  just  re 
fusing  to  get  swept  away  by  a  lot  of 
noise. 
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Talk  about  a  shortcut.  Now  you  can  combine  XML  web  services  from 
companies  anywhere  on  earth  into  your  own  customized  business  web. 
Want  to  add  the  talents  of  a  dozen  other  firms?  Boom,  it's  done.  Suddenly, 
you're  selling  their  stuff.  They're  selling  your  stuff.  And  champagne  corks 
are  flying  everywhere.  Once,  it  took 
months  to  pull  off  partnerships  like 

these.  Now,  it's  just  another  day  on  the        ^^^W     DOWStTBGt 
business  web.  www.bowstreet.com 


The  Arms  Merchants 

As  companies  scramble  to  create  marketplaces  on  the  Internet,  the  firms  that  provide  the 
software  for  the  new  marketplaces  have  become  immersed  in  a  war  to  gain  turf.  Their  chief 
executives— a  group  with  no  qualms  about  taking  swipes  at  their  competitors— spoke  with 
FORBES  about  their  companies  and  their  strategies.  I  bynikhilhutheesing 

pany  went  public  in  February  1999  and  has  been  growingl 


►Mark  Walsh,  VERTICALNET 

Age:  46 

Last  job:  Senior  Vice  President,  America  Online 

Recent  deal:  Microsoft  to  buy  80,000  storefronts  and  e-com- 

merce  marketplaces. 


Mark  Walsh  is  the  self-appointed  spokesman  for  B2B.  The  out- 
spoken chief  executive  shows  up  at  an  endless  number  of 
conferences  talking  up  his  company,  Horsham,  Pa. -based 
VerticalNet.  Walsh  says  he  got  his  gift  for  gab  from  his 


mother — whose  voice  used  to  shrill  "More  Parks  Sausages, 
Mom!  Please!"  over  radio  waves. 

Walsh  joined  VerticalNet  in  1997  after  heading  up  America 
Online  Enterprise,  AOl.'s  B2B  operation.  Back  then  AOL  was 
suffering  from  poor  customer  service  and  busy  signals.  "When 
I  told  executives  we  built  private  AOLs  for  mortgage  brokers, 
vets  and  plumbers  they  laughed,"  he  says. 

alNet  is  a  collection  of  56  verticals,  each  with 
!.  in  line  statement  and  storefront.  The  com- 
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fast.  Revenues  came  in  at  $21  million  last  year. 

Now,  Walsh  wants  to  move  to  a  bigger  league.  In  March| 
he  sold  PaintandCoatings.com  to  Eastman  Chemical,  but  re- 
tained a  minority  position.  Walsh  says  that  Eastman  couldl 
sell  its  majority  stake  to  others,  creating  a  consortia  operatingl 
on  the  VerticalNet  platform.  That's  the  kind  of  deal  Walsh| 
wants  to  see  more  of  in  the  future. 
On  the  competition:  "Greed  can  be  the  biggest  sin  but  these  I 
companies  [Ariba,  Oracle,  Commerce  One]  don't  care.  Theyl 
create  exchanges  where  everyone  hammers  the  s— t  out  of| 
their  vendors  and  that's  bad  for  the  economy." 


►Keith  Krach,  ARIBA 

Age:  43 

Last  job:  Chief  Operating  Officer,  Rasna  Corp. 

Recent  deal:  Powering  E2open,  a  marketplace  for  computer,  | 

telecommunications  and  consumer  electronics  companies. 


You'll  have  to  excuse  Keith  Krach,  Ariba's  chief  executive,  for 

being  just  a  tad  pompous.  The  man  who  founded  Ariba  back 
in  1996  likens  his  company  to  Cisco  Systems.  Both  provide 
the  glue  that  ties  businesses  together  on  the  Internet.  No  mat- 
ter that  Cisco  pulled  in  revenues  of  $12  billion  last  year,  while 
Ariba  pulled  in  just  $45  million. 
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:'s  one  thing  to  list  thousands  of  lots  of  machine  tools  on  the  web.  It's  another  to  sell  them  all.  But  that's  exactly 
/hat  happens  at  DoveBid's  webcast  auctions.  When  it  comes  to  selling,  DoveBid  has  the  kind  of  experience  that  can't  be 
j'ought:  63  years'  worth.  And  now,  thanks  to  our  live  webcasting,  there's  no  limit  to  how  many  buyers  we  can  reach, 
/hether  they're  around  the  block  or  around  the  world.  In  fact,  over  50%  of  sales  at  our  recent  auctions  happened  through 
/ebcast  bidding.  To  see  for  yourself,  just  log  on  to  our  next  webcast  auction.  You  won't  just  be  impressed.  You'll  be  sold. 


Check  website  for  upcoming  webcast  auctions. 


wvw.  dovebid.com 


veBid,  DoveBid  com.  and  the  DoveBid  logo  are  trademarks  of  DoveBid,  Inc.  California  Bond  Number  57BSBAI7624 


DOVEBID 

Business  Auctions  Worldwide 


But  Krach  has  reason  to  be  proud.  His  Mountain  View, 
Calif. -based  company  started  off  as  a  system  that  enabled 
companies  to  do  procurement  over  the  Web.  It  has  evolved 
into  a  platform  that  offers  lots  of  features,  like  auctions  and 
e-commerce  tools  for  suppliers.  Today,  Ariba  powers  more 
than  100  marketplaces  used  by  thousands  of  buyers  and  sell- 
ers who  are  turning  to  the  Internet  to  streamline  their  buying 
and  reduce  their  purchasing  costs. 

Recently,  Krach  has  been  beefing  up  the  company's  offer- 
ings, acquiring  TradeX  and  TradingDynamics,  a  move  that 
will  let  customers  use  Ariba's  software  to  bid  at  auctions  and 
interface  with  multiple  vendors  at  once.  The  company  often 
takes  a  stake  in  the  new  exchanges  while  pulling  a  percentage 
of  their  transactions.  Ariba  charges  more  than  $100,000  for  its 
software,  as  well  as  license  fees.  The  result:  revenues  have 
surged  since  1997.  Krach  says  his  company  will  become  prof- 
itable by  the  end  of  this  year. 

Unlike  Oracle,  Ariba  doesn't  aim  to  be  a  one-stop  shop 
for  every  B2B  application.  "Any  company  that  thinks  it  can 
do  it  all  alone  is  naive,"  he  says. 

On  the  competition:  "We  talked  to  GM  (currently  enabled  by 
Commerce  One),  but  the  best  decision  we  made  was  not  to 
work  with  them.  We  wouldn't  give  up  20%  of  our  company." 


►Mark  Hoffman,  COMMERCE  ONE 

Age:  53 

Last  job:  Chief  Executive,  Sybase 

Recent  deal:  Created  General  Motor's  GM  TradeXchange. 

Now  competing  with  Oracle  to  run  Covisint. 

Mark  Hoffman  is  one  of  B2B's  earliest  crusaders.  Back  in  1997 

when  the  business-to-consumer  market  was  beginning  to  ex- 
plode, Hoffman  was  off  talking  about  B2B.  "In  those  days,  no- 
body got  it,"  says  Hoffman.  Today  they  get  it.  Commerce 
One  provides  software  and  expertise  that  lets  companies  cre- 
ate exchanges  where  buyers  meet  suppliers.  Unlike  Ariba, 
Commerce  One  started  out  putting  the  catalogs  of  compa- 
nies online  and  then  provided  a  way  for  those  companies  to 
display  what  they  wanted  to  sell. 

That  all  changed  in  December  1999  when  it  launched  GM 
TradeXchange,  linking  GM  to  suppliers  creating  trading  ex- 
changes. Its  generic  platform  software  lets  Commerce  One  go 
after  multiple  marketplaces,  modifying  the  platform  as  nec- 
essary. Revenues,  which  come  mostly  from  license  fees  on  its 
software,  have  climbed  from  $2.5  million  in  1998  to  $34  mil- 
lion at  the  end  of  last  year. 

Hoffman  wants  to  start  taking  more  equity  positions  in 
marketplaces  that  use  his  software  and  charge  transaction 
fees  for  each  purchase  order  that  comes  over  an  exchange.  He 
says  that  Ariba,  which  skims  off  a  percentage  of  the  transac- 
fions,  is  going  about  it  the  wrong  way.  Hoffman  charges  no 
more  than  $1  for  a  transaction— no  matter  how  big  it  is. 

Now  Hoffman  is  talking  about  E2E.  The  idea?  Link 
exchanges  to  each  other  so  that  they  are  interoperable. 


"Suppliers  don't  want  to  support  10,000  exchanges,"  says 
Hoffman,  "they  just  want  to  plug  their  data  in  once,  and  have 
access  to  all  the  portals."  Look  out  for  the  megaportals. 
On  the  competition:  "Oracle's  software  is  client  server  stuff.  It's  fo- 
cused on  the  ERP  model  where  you  develop  products  over  18 
months  and  roll  them  out.  That  won't  work  in  the  Internet  age." 


►Raymond  Lane,  ORACLE 

Age:  53 

Last  job:  Managing  Partner,  Booz-Allen  8c  Hamilton 

Recent  deal:  Ford's  auto  exchange. 


Oracle  is  moving  aggressively  into  B2B.  In  June  the  company 

recorded  fiscal  2000  revenues  of  $10  billion  and  earnings  of 
$1.3  billion.  Application  software  sales  jumped  61%  in  the 
fourth  quarter.  Oracle  already  powers  80  marketplaces.  For 
many  companies  it's  an  alluring  choice  because  they  already 
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How  do  you  capture  the  sparks  that  lead  to  breakthroughs?  The  ideas  that  rocket 
your  company  beyond  the  ordinary?  It  takes  a  more  stimulating  environment,  and 
the  right  design  technologies.  Autodesk  harnesses  the  power  of  the  designer,  the 
power  of  the  Internet  and  the  power  of  innovation  to  help  you  gain  the  competitive 
advantage  of  superior  design.  It's  a  faster,  more  fluid  way  to  work  that  we  call 
iDesign.  See  what  iDesign  can  do  for  you:  www.autodesk.com. 


autodesk 
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use  Oracle's  database  software.  Not  only  that.  Oracle  offers 
everything  you  need  to  set  up  a  marketplace.  The  result: 
lower  costs  and  faster  time  to  market. 

Lane  sees  three  kinds  of  marketplaces  developing  and  Or- 
acle, naturally,  offers  software  for  each.  The  first  is  a  stan- 
dardized procurement  system  that  allows  companies  to 
trade.  The  second  is  branded  communities  where  one  com- 
pany invites  clients  to  its  own  private  marketplace  where  they 
can  share  proprietary  data.  These  hubs  would  then  link  to 
public  exchanges  where  transactions  take  place.  Finally,  Ora- 
cle is  building  walk- in  exchanges,  where  you  can  rent  its  auc- 
tion software  to  run  a  one-time  auction  event. 

Companies  like  Ariba  insist  that  Oracle's  approach  is  out- 
dated, based  on  client  server  architecture  instead  of  the  In- 
ternet. Lane  dismisses  such  talk.  "What  companies  want  are 
well-integrated  platforms,"  he  says.  "Just  look  at  what  Mi- 
crosoft did  with  Windows." 

On  the  competition:  "Commerce  One  and  Ariba  are  in  a  dying 
business.  Not  many  companies  will  continue  to  pay  a  'tax' 
just  to  talk  to  their  suppliers." 


►David  Perry,  VENTRO 

Age:  32 

Last  job:  Refinery  Supervisor,  Exxon 

Recent  deal:  Partnered  with  DuPont,  CMGI,  and  IBM  to  create 

industrial  marketplace  Industria  Solutions. 


A  few  months  after  getting  his  M.B.A.  from  Harvard  in  1997. 

Dave  Perry  started  Chemdex  and  became  the  creator  of  the 
first  vertical  marketplace  to  get  venture  funding.  Chemdex 
was  developed  to  sell  to  scientists  everything  from  antibodies 
to  Bunsen  burners.  "We  put  ourselves  in  the  middle  of  a 
market  that  already  exists  and  facilitate  it  by  setting  up  an  e- 
commerce  site,"  says  Perry. 
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Today,  Ventro,  the  company's  new  name,  operates  in  th 
fields  of  life  sciences,  medicine,  industrial  processing  an<) 
foods.  Revenues  hit  $31  million  last  year.  Its  market  cap  i 
still  more  than  $1  billion.  The  company  doesn't  write  mucl 
code — it  comes  from  other  companies.  Instead,  Ventro  inte 
grates  all  the  functions  necessary  for  a  marketplace  to  oper 
ate  with  its  clients. 
On  the  competition:  "VerticalNet  sets  up  Web  sites,  but  B2I 
commerce  isn't  about  that.  It's  about  integrating  into  com 
panies'  existing  systems." 


►Glen  Meakem,  FREEMARKETS 

Age:  36 

Last  job:  Business  Development  Manager,  General  Electric 

Recent  deal:  Signed  Schering-Plough  to  its  e-marketplace. 


Glen  Meakem  has  already  survived  a  major  setback.  His  com- 
pany, FreeMarkets,  which  he  cofounded  in  1995,  had  signed 
up  General  Motors.  GM  wanted  to  use  his  marketplace  to  get 


the  best  prices  from  its  suppliers.  But  last  January  GM,  which 
accounted  for  10%  of  revenues,  ditched  FreeMarkets  and 
signed  on  with  Commerce  One.  Even  so,  Meakem  has  signed 
up  47  big  companies  which  use  its  marketplace  for  auctions, 
The  company  runs  29  different  kinds  of  auctions,  though  it  is 
best  known  for  reverse  auctions.  In  these,  FreeMarkets  runs 
highly  choreographed  bidding  sessions,  bringing  together 
suppliers  to  bid  against  one  another  for  business  from  a 
buyer.  Bidding  starts  high,  then  moves  downward  as  suppli- 
ers drop  their  prices  to  get  business. 

Last  year  FreeMarkets  pulled  in  $21  million  in  revenue. 
Meakem  says  sales  will  triple  this  year  to  $60  million.  Now, 
he  wants  to  link  his  auction  technology  to  other  market- 
places. His  online  auction  expertise  gives  him  a  good  shot. 
On  the  competition:  Ariba  and  Commerce  One  have  auction 
software,  but  they  have  no  clue  how  to  run  auctions."         F 
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Your  company  manufactures  and  markets  agricultural  equipment  around  the 


world,  so    how    in   the    heck    did    Roy   Simpson, 


a    service 


technician  for  your  Midwest  dealer,  who  has  never  attended  a  "Power  Sales' 


seminar  in  his  life,  or  ever  set  foot  in  your  corporate  offices  (or  outside 


Gosper  County,  Nebraska,  for  that  matter),  develop  a  service  guide  that 


when  shared  with  your  worldwide  dealer  network  helped    increase 


your    Sales    Of    farm    tractors    by    24%   in   one   quarter  alone? 


He  did  it  with  Online  Community. 


ompanies  who  use  Online  Community  get  results.  More  revenue  (36%  average).  Greater 
ustomer  retention  (double,  in  fact).  Increased  channel  involvement  leading  to  increased 

venues  (see  Roy,  above).  And  dramatic  ROI  (400% -600%  for  our  customers).  No  one 
as  more  Online  Community  management  expertise  than  Participate.com.  With  clients         / 

Ce  SAP,  Ace  Hardware,  and  AT&T  WorldNet.  Ask  for  our  Executive  Information  Kit,    h 
he  Power  of  Online  Community."  Visit  us  online  at  www.participate.com. 


call  888-591-5061. 


PARTICIPATE 

online  community  management 


Register 


pite.com.  All  rights  reserved.  The  employee  cited  in  this  ad  is  fictitious,  and  not  intended  to  depict  a  real  or  living  persoa. 
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Sick  Days 

Healtheon  is  sometimes  credited  as 
being  the  first  Internet  B2B.  Ironically, 
the  Net  may  be  as  much  a  threat  as  an 
opportunity. 

BY  DOLLY  SETTON 

WHIN  |1M  CLARK  CONCEIVED  OF  HEALTHEON  IN 
January  1996,  the  billionaire  hero  of  Netscape 
and  Silicon  Graphics  envisioned  this  new  com- 
pany at  the  center  of  a  triangle.  In  one  corner 
were  the  doctors  and  in  the  other  two  were  patients  and  the 
payors — the  government,  insurers  and  HMOs. 

Using  the  Web,  Healtheon  was  supposed  to  seamlessly 
link  all  parties  in  the  health  care  system  with  information  on 
prescriptions,  lab  orders,  plan  eligibility,  billing  and  claims, 
eliminating  the  reams  of  paper  currently  generated  with 
each  medical  transaction.  Today,  a  typical  claim  costs  $7  to 
$10  to  process.  Clark  promised  to  do  it  for  less  than 
a  dollar. 

Clark  enlisted  Kleiner  Perkins'  founding  partner  John 
Doerr.  In  February  1999  Healtheon  went  public  and  its 
market  capitalization  grew  to  $7.8  billion  within  four 
months.  I  fsing  its  war  chest  of  inflated  stock,  Healtheon  then 
went  on  a  buying  spree.  In  little  more  than  10  months  it 
billion  buying  or  parti  ring  with  80  firms  includ- 
ID  with  \shich  it  merged. 
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Jeffrey  Arnold  will 

soon  have  to  share 

the  corner  office. 


But  being  the  first  out  of  the  gate  doesn't  guarantee  you'l 
win  the  race. 

Critical  to  HeaJtheon's  success  is  persuading  doctors  t< 
switch  their  current  way  oi  running  their  offices — dealing 
with  patient  information,  hospitals  and  insurers — U 
HeaJtheon's  Web  system.  Healtheon  gives  away  doctor  sub' 
scriptions  to  their  medical  portal,  WebMD,  to  try  to  get  then 
to  migrate  all  of  their  administrative  functions  to  the  site 
Through  its  latest  alliances,  Healtheon  hopes  to  gain  acces 
to  455,000  of  the  nation's  600,000  practicing  doctors. 

"One  of  our  biggest  advantages  is  that  we've  aligned  our 
selves  with  all  the  practice  management  software  companies 
the  four  biggest.  And  that  will  allow  us  to  work  with  th« 
front-end.  No  one  else  has  that  opportunity,"  says  Jeffrey 
Arnold,  Healtheon/WebMD's  chief  executive. 

The  problem  is  the  doctors  aren't  using  the  system  much 
even  when  subscription  fees  are  waived.  Only  15%  of  the 
100,000  doctors  who  signed  up  actually  use  WebMD  foi 
transactions.  Most  physicians  are  too  busy  taking  care  of  pa- 
tients to  log  on  to  the  Web  to  figure  out  how  to  us«F 
Healtheon's  system. 

Says  Dr.  Stephen  Meade,  a  family  practitioner  at  tht 
Fairview  Eden  Center  Clinic  in  Minnesota,  "I  got  something 
in  my  mailbox,  maybe  a  password,  but  never  got  around  tc 
looking  into  it.  I  think  I've  used  Medscape  once  or  twice.  My 
colleagues  don't  use  [WebMD  either]  ...  we  only  have  two 
terminals  for  seven  physicians  in  our  practice." 

But  it's  not  just  the  busy  schedules.  Says  William  Parrish. 
chief  executive  of  the  Santa  Clara  Medical  Association, 
"[Healtheon]  didn't  come  to  the  medical  associations  an 
reach  out  to  physicians.  I  visited  with  Healtheon  and  th 
they  never  really  got  back  to  me.  They  were  busy  mergi 


Ever  seen  a  computer  deliver  anything?  Close 
a  deal?  Go  with  its  gut?  It's  people  -  your 
customers,  employees,  and  suppliers  -  that 
run  your  company.  And  we've  designed 
PeopleSoft's  new  generation  of  e-business 
applications  to  help  your  people  turn 
e-business  into  e-profits. 


i^" 


www.peoplesoft.com        1.888.773.8277 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 
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Mounting  Competition 
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iship  Management  is  about  knowing  what  your  customers 
want  -  even  before  they  do.  By  tracking  your  customers'  behavior  and  history,  PeopleSoft's  new 
generation  of  e-business  applications  gets  information  into  the  hands  of  the  people  in  your 
company  who  need  it,  when  they  need  it.  Now,  armed  with  Vantive's  best  of  breed  CRM  technology, 
everyone  can  proactively  forge  and  develop  profitable  customer  relationships  like  never  before. 
Which  is  exactly  the  competitive  advantage  your  people  need  to  successfully  lead  your  business. 


PeopleSoft  CRM  powered  by 

vantive 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplesoft.com/crm        1.888.773.8277 


Law  Watch  By  James  P.  Zirin 


Justice  Brandeis  vs.  B2B 


ANTITRUST  POLIO'  IS  .AT  THE  CORE  OF  AMERICAN 
economic  history.  It  broke  up  Big  Oil  and  Big  Bell 
and  may  soon  break  up  Big  Bill  on  the  Brandeis 
principle  that  bigness  is  a  curse.  But  even  Justice 
Louis  Brandeis  (1856-1941)  recognized  that,  "In 
the  exercise  of  this  high  power,  we  must  be  ever  on  our 
guard,  lest  we  erect  our  prejudices  into  legal  principles."  In 
the  Microsoft  case  a  lot  of  us  think  that  a  court  has  done  ex- 
actly that,  erected  prejudice  into  principle. 

However  controversial  the  Microsoft  decision  is — and  it 
may  yet  be  overturned — there  is  one  principle  in  antitrust 
that  is  firmly  fixed  and  not  at  all  controversial:  It  is  a  crimi- 
nal violation  for  competitors  to  fix  prices,  to  agree  to  fix 
prices  or  even  to  discuss  the  subject.  It  is  illegal  for  competi- 
tors to  allocate  markets  in  the 
tradition  of  the  robber  barons 
who  inspired  passage  of  the 
Sherman  Act  in  1890.  Thus, 
you  didn't  hear  Sotheby's  or 
Christie's  arguing  that  they 
were  astonished  to  be  charged 
with  wrongdoing  under  novel 
or  far-fetched  interpretations 
of  the  antitrust  laws. 

Will  the  emerging  B2B 
economy  become  tangled  in 
antitrust?  It  could  happen. 
Think  about  it.  In  this  new  electronic  marketplace,  sellers 
offer  their  products — jointly.  Buyers  combine  their  orders — 
joindy.  In  short,  these  markets  have  the  potential  to  become 
horizontal  and  vertical  arrangements  with  unlawful  under- 
bellies. Where  does  cooperation  stop  and  collusion  begin? 
With  the  Net  you  don't  have  to  conspire  in  smoke-filled 
rooms.  You  can  send  price-fixing  signals  much  more  subdy. 
Here's  why:  B2B  needs  a  constant  flow  of  information  to 
be  effective.  This  means  that  the  players  must  have  access  to 
information  in  one  another's  computers.  Even  with  the  best 
of  intentions  the  potential  is  huge  for  price  fixing  or  manip- 
ulation that  could  implicate  the  antitrust  laws.  Moreover,  the 
B2B  market  acquires  a  seamlessness  that  makes  the  "bound- 
aries between  companies  much  more  fuzzy,"  said  Paul  Os- 
terman,  who  teaches  management  at  MIT,  in  a  June  7  New 
York  Times  article.  The  delicate  balance  between  the  effi- 
ciency of  transparency  and  anticompetitive  conduct  become 
seriously  skewed. 

Both  the  Department  of  Justice  and  the  Federal  Trade 

sion  are  investigating  R2Bs,  not  because  of  any  alle- 

i  of  wrongdoing,  but  merely  because  they  include  so 

in  so  many  industries.  c;m,  Ford  and  Daimler- 


With  the  Net  you 
don't  have  to  con- 
spire in  smoke- 
filled  rooms.  You 
can  fix  prices 
more  subtly. 


Chrysler  are  under  FT< 
scrutiny  for  their  combine 
buying  arrangement,  an( 
Justice  is  looking  into  T2, , 
proposed  airline  ticketins 
Web  site  owned  by  six  majo 
carriers. 

The  FTC  is  holding  a  B21 
workshop  later  this  month 
It  will  consider  numerou 
fascinating  issues.  Whe 
does  an  exchange  of  com 
petitively  sensitive  data  vi; 
computer  provide  better  e: 
ficiency  to  a  B2B  market 
place?  When  does  such  a  practice  serve  as  a  device  for  collu 
sion?  When  and  what  types  of  information  firewalls  ar 
appropriate?  Is  membership  in  such  a  buying  or  selling  car 
tel  too  exclusive  or  too  inclusive?  Where  are  the  boundaries 
What  are  the  rules? 

Certainly,  both  the  government  and  the  courts  hav 
moved  away  from  Justice  Brandeis'  sentimental  dislike  o 
bigness  per  se.  Microsoft  aside,  there  has  been  an  un 
precedented  easing  in  antitrust  policy  by  the  Departmen 
of  Justice  and  the  Federal  Trade  Commission.  Recognizin] 
a  changed  world,  the  enforcers  have  mostly  stayed  thei: 
hands  while  the  Big  Eight  accounting  firms  are  now  five 
the  seven  Baby  Bells  four,  Big  Oil  from  seven  to  four.  Com- 
mercial banks  own  investment  banks,  insurance  compa- 
nies own  both.  In  the  seven-and-a-half  years  of  Clinton, 
there  have  been  71,81 1  corporate  combinations  valued  at 
$6.66  trillion,  more  than  three  times  the  combinations 
during  the  12  years  of  Reagan-Bush.  More  deals  wait  in 
the  wings  in  airlines,  communications  and  packaged  food. 
This  relaxed  and  pragmatic  attitude  toward  antitrust  is 
likely  to  continue.  For  the  coming  presidential  election,  both 
major  candidates  are  vying  to  prove  themselves  champions 
of  the  New  Economy.  To  rein  in  a  market  that  offers  such 
obvious  advantages  to  consumers  and  businesses  based  on 
some  Brandeis  nostalgia  for  small  shopkeepers  would  exact 
"a  terrible  efficiency  price  in  terms  of  technological  innova- 
tion and  global  competitiveness,"  in  the  wise  words  of  Har- 
vey J.  Goldschmid,  an  antitrust  professor  at  Columbia  Law 
School,  from  a  June  1 1  New  York  Times  article. 

Yet  issues  and  circumstances  could  arise  that  would  force 
the  Justice  Department  and  the  courts  to  intervene.  It  will  be 
up  to  business  people  to  avoid  even  the  appearance  of  using  the 
new  networks  to  fix  prices  or  market  share.  Big  Brother  will  be 
watching.  Indeed  he  should  be  watching.  F 
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PeopleSoft  Human  Resources  Management  gives  you  the  ability  to  assess  each  and  every 
employee's  job  satisfaction  in  real  time.  Our  new  Workforce  Analytics  products  help  you  gauge 
how  satisfied  an  employee  might  be  in  terms  of  compensation,  benefits  and  work  environment. 
You  can  even  add  learning,  professional  growth,  and  industry  benchmark  data  into  the  mix.  And 
because  our  new  generation  of  e-business  applications  is  built  to  run  purely  on  the  internet,  you 
can  take  action  on  the  analysis  on  any  web  browser.  So  you'll  always  have  what  you  need  to  keep 
recruiting  your  best  people  —  which  means  you  won't  lose  them  to  your  competition. 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplpsoft.com/hrms        1.888.773.8277 
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is  it: 


the  cows? 


the  shelf 
placement? 


or  just  operations 

being  on  a  different  planet 

than  marketing. 


With  software  from  Hyperion, 
people  throughout  a  company 
can  discover  what's  going  on. 
They  can  share  information, 
analyze  trends,  speed  decisions, 
and  literally  work  together. 
Imagine  that. 
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Hyperion 


what's  going  on 


www.hyperion.com        Nasdaq:  HYSL 
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Click  Here  for  Trade  Secrets 

Keeping  an  eye  on  the  competition  is  age-old  business  practice.  But  is 
there  such  a  thing  as  too  close  an  eye? 

BY  LI 

T 


BY  LISA  SCHEER 

IHESE  DAYS,  COMPANIES  ARE 
rapidly  embracing  the  Web  in  the 
expectation  that  by  doing  so,  they 
will  be  able  to  cut  costs,  improve  effi- 
ciency and  compete  more  effectively. 
There  are  already  more  than  1 ,000  on- 
line marketplaces  connecting  thou- 
sands of  buyers  and  suppliers,  many  of 


data,  trade  volumes,  and  supplier  con- 
tract prices. 

While  many  exchanges  are  contrac- 
tually obligated  to  protect  a  member's 
confidential  data,  some  companies  re- 
main leery.  One  reason:  There  is  always 
a  threat  from  hackers  and  in  some 
cases,  there  is  even  concern  about  em- 
ployees. With  turnover  at  fledgling  dot- 


them  long-standing  competitors.  But 
new  business  hubs  like  Covisint,  Pa- 
perExchange  and  Ventro  could  serve  up 
another  offering  and  it's  kind  of  scary. 
It's  the  prospect  of  potentially  exposing 
the  secrets  of  ardent  business  rivals. 

Marketplaces,  after  all,  are  being 
designed  so  that  companies  can  reveal 
more  information  to  third-party 
intermediaries  and  trade  partners  than 
ever  before,  from  seller  price  floors  to 
market-share  data  and  performance 
report  cards. 

Online  transactions  expose  a  trail  of 
sensitive  data  to  intermediaries — order 
fulfillment  information  like  receivables 


corns  so  high,  there's  the  chance  that  a 
disgruntled  worker  may  take  sensitive 
data  along  with  him  when  he  goes  to 
work  for  a  rival's  exchange. 

To  combat  such  an  occurrence,  many 
trading  exchanges  conceal  sensitive  data 
with  a  hardware  and  software-based 
encryption  system  called  YTN  or  Virtual 
Private  Network.  VPNs  traffic  data  from 
a  corporation  to  an  exchange  in  a  private 
tunnel  on  the  Internet. 

A  second  security  technology  called 
PKI,  or  Public  Key  Infrastructure,  as- 
signs a  digital  certificate  to  each  busi- 
ness partner,  performing  functions  like 
authenticating  the  identity  of  trading 


partners  and  providing  proof  that  the) 
actually  completed  a  transaction. 

Despite  these  measures,  the  threa 
hasn't  gone  away.  Last  year  security 
consultants  Global  Integrity  Corp.  ol 
Reston,  Va.  investigated  the  break-in  oi 
a  client,  a  large  multinational  corpora 
tion.  The  entry  point:  an  unsecured  In 
ternet  connection  at  the  client's  trade 
partner,  a  small  supplier. 
"That's  where  the  risk  is 
going  to  get  huge,"  says 
Fred  Rica,  a  partner  at  the 
Technology  Risk  Services 
Practice  of  Pricewater- 
houseCoopers  in  New  York, 
Break-ins,  of  course 
could  even  be  lethal.  Com- 
panies like  hospital  chains, 
which  are  dependent  on 
just-in-time  medical  sup- 
plies to  treat  patients,  can  ill, 
afford  a  network-paralyz- 
ing, distributed  denial-of- 
service  attack. 

So  what  can  a  market- 
place do  to  protect  itself 
and  its  customers?  Chicago- 
based  Global  Healthcare 
Exchange  decided  that  it 
won't  be  storing  sensitive 
supplier  price  information 
on  the  exchange's  central  servers. 
Instead,  that  information  will  be 
safeguarded  by  the  manufacturers 
themselves. 

Not  everyone,  though,  sees  a  dan- 
ger in  the  flurry  of  marketplaces  being 
developed  today.  Charles  Phillips,  an 
B2B  analyst  with  Morgan  Stanley,  ar- 
gues that  marketplaces  will  operate 
much  the  way  a  bank  ATM  system 
works.  Everyone  is  connected,  but 
each  participant's  data  is  private. 
However,  unlike  those  bank  cash 
machines,  there's  no  Federal  Deposit 
Insurance  Corp.  to  bail  you  out  when 
things  go  awry.  F 
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With  eSecurityOnline.com, 
Ernst  &  Young  Provides 
One-Stop  Shopping  For 

Managing  Risk 


JUST  NOW,  THE  BUSINESS  NETWORK  OF  A  MAJOR  CORPORATION 
has  eome  under  attack.  Computer  hackers  try  to  breach  the  security 
firewall  and  find  their  attempts  foiled.  Why?  All  vulnerabilities  that  may 
have  been  exploited  by  the  hackers  have  been  patched  with  the  help  of 
eSecurityOnline. corn's  Online  Vulnerability  Service.  Now,  instead  of  find- 
ing themselves  in  the  equivalent  of  an  open  vault,  these  hackers  have  struck 
out.  With  a  few  clicks  of  the  mouse,  they  could  have  stolen  credit  card 
numbers  and  browsed  through  confidential  files  containing  engineering 
plans,  business  strategies  and  new  product  releases.  In  short,  every  vital  bit 
of  information  about  the  company  could  have  suddenly  become  an  open 
book.  Chalk  one  up  for  the  diligent  security  manager. 
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vigilance,  money  and  skilled  techni- 
cians— resources  that  are  sometimes  in 
short  supply,  particularly  among  small 
companies.  "The  single  largest  part  of 
managing  security  in  today's  market  is 
keeping  track  of  those  vulnerabilities 
and  ensuring  that  you  have  fixes 
implemented  on  your  boxes,"  says 
Darbyshire.  "Even  though  they've 
done  everything  else  right,  just  one 
vulnerability  can  compromise  their 
entire  network." 

In  addition  to  documented  vulnera- 
bilities, other  defects  come  to  light  over 
time.  To  help  security  professionals 
keep  current,  Ernst  &  Young  has  a 
database  of  more  than  2,100  vulnera- 
bilities that  is  updated  continually  to 
reflect  new  findings.  "Just  because  you 
were  secure  last  Monday  doesn't  mean 
you  are  going  to  be  secure  this  coming 
Monday,"  says  Darbyshire. 
•  System  Configuration  Problems: 
Companies  also  find  themselves 
exposed  to  security  risks  because  at  the 
time  of  installation,  an  operating  sys- 
tem has  not  been  configured  to  ensure 
that  different  levels  of  security  are  acti- 
vated. "If  it's  not  configured  correcdy, 
then  someone  could  gain  unauthorized 
access,"  says  Spinelli. 

Building  a  Security 
Supersite 

With  its  warehouse  of  security  knowl- 
edge and  online  products  and  services, 
eSecurityOnline.com  can  help  security 
professionals  protect  critical  IT  assets 
against  these  and  other  risks.  Best  of  all, 
the  site  is  a  dream  come  true  for  securi- 
ty managers  who  can  now  find  all  the 
information  they  need,  both  free  and 
for  a  fee,  in  one  place. 

eSecurityOnline.com  offers  indus- 
try-leading products  and  tools,  virus 
updates,  online  educational  opportuni- 
ties, computer  job  listings  and  salary 
surveys,  security  news  and  events, 
books,  and  a  vast  library  of  white 
papers.  Because  of  its  breadth, 
eSecurityOnline.com  has  emerged  as  a 
trusted  security  provider  to  its  clients 
and  an  indispensable  resource  for  cor- 
porate security  professionals   in  their 


daily  operations.  "We  are  providing  a 
public  portal  with  free  information  to 
help  organizations  keep  abreast  of  the 
latest  information  in  the  security  indus- 
try," says  Tara  Cancro,  vice  president  of 
sales  and  marketing.  "We  are  also  offer- 
ing customized  online  services  to  help 
in  the  management  of  risk  associated 
with  vulnerabilities." 

The  eSecurityOnline.com  corner- 
stone is  its  unique  Online  Vulnerability 
Service,  designed  to  help  companies 
tackle  one  of  the  root  causes  of  network 
break-ins.  "The  Online  Vulnerability 
Service  helps  companies  focus  on  the 
single  most  common  way  they  are  com- 
promised: identifying  technical  vulner- 
abilities and  applying  the  proper  patch- 
es and  fixes,"  says  Cancro. 

The  Online  Vulnerability  Service 
provides  a  Web-based  library  of  more 
than  2,100  vulnerabilities  that  have 
been  compiled  from  a  variety  of 
resources  by  the  eSecurityOnline.com 
research  and  development  team.  The 
R&D  team  monitors  and  screens 
numerous  vulnerability  sources  on  a 
daily  basis  and  helps  security  managers 
determine  the  priorities  for  over  50 
operating  systems,  340  applications,  50 
network  devices  and  9  databases.  Its 
unique  strength,  however,  is  its  ability 
to  help  subscribers  build  a  profile  of 
their  potential  vulnerabilities  based  on 
their  technology  assets.  "We  create  a 
profile  of  the  client's  IT  environment 
by  IT  asset  and  then  customize  the  vul- 
nerability data  to  fit  that  asset,"  remarks 
Tony  Spinelli.  Subscribers  may  then 
track  each  security  implementation 
process,  document  successes  and  con- 
tinuously audit  them  to  ensure  vulner- 
abilities are  addressed.  In  addition, 
eSecuriryOnline.com's  research  team 
ranks  each  vulnerability  by  level  of  risk, 
giving  subscribers  the  information  they 
need  to  decide  whether  to  apply  a 
fix  or  accept  the  risk.  Subscribers 
access  the  Online  Vulnerability  service 
through  a  secure  site  which  allows 
them  to  check  the  customized  security 
status  of  their  systems,  view  progress 
made  to  date  in  filling  vulnerability 
gaps  and  confirm  next  steps. 


To  become  an  effective,  one-stop- 
shopping  portal,  eSecurityOnline.com 
has  formed  alliances  with  other  leaders 
in  the  security  industry.  Among  the 
partners  linked  to  the  site  are: 

Network  Associates — parent  to 
one  of  the  leading  anti-virus  companies 
in  the  industry — makes  available  its 
complete  library  containing  every  virus 
known  around  the  world.  "This  is  a 
tremendous  search  engine  for  security 
professionals  to  find  solutions  to  virus- 
es catalogued  by  operating  system," 
says  Darbyshire.  "We  are  offering  this 
for  free  on  our  site." 

JustComputerJobs.com  posts  job 
listings  within  the  security  field. 
Searches  can  be  sorted  geographically, 
by  skill  sets  and  salaries.  This  is  a  criti- 
cal tool  to  help  human  resource  depart- 
ments with  their  staffing  needs. 

Headlight.com,  an  online  training 
organization,  provides  a  listing  of 
more  than  1,000  training  courses. 
The  site  offers  on-demand,  Web- 
enabled  training  to  security  profes- 
sionals for  a  fee.  "For  instance,  if 
someone  is  installing  a  new  Windows 
operating  system  and  needs  to  quick- 
ly brush  up  on  that  area,  that  person 
can  instantly  download  a  5-hour 
training  course,"  says  Darbyshire.  The 
site  provides  the  means  to  assess  cur- 
rent skills  as  well  as  to  obtain  certifi- 
cation in  specific  products  from  major 
vendors — without  ever  having  to 
leave  the  office. 

These  features  make  eSecurity 
Online.com  indispensable  to  compa- 
nies as  e-business  gains  momentum 
and  network  security  increasingly  is 
viewed  as  a  strategic  asset.  "Anyone 
can  supply  you  with  data  about  secu- 
rity, but  no  one  else  customizes  it 
from  a  management  perspective  to  fit 
your  IT  environment  the  way  we 
do,"  says  Cancro.  "We  offer  a  com- 
prehensive approach  in  helping  com- 
panies manage  security  risk."   I 
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From  Thought  to  Finish:" 

Contact  Ernst  &  Young  at  www.eSecurityOnline.com 
or  toll-free  at  1-877-eSecurity. 
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Managing  vulnerabili- 
ties in  the  corporate 
network  is  one  of 
the  single  most 
effective  ways  to 
keep  out  hackers.  It  has  been  a  daunt- 
ing task  for  security  managers  and  IT 
organizations  until  now.  Traditionally, 
their  approach  has  been  varied,  time 
consuming,  lacking  a  specific 
process — preventing  IT  professionals 
from  working  on  more  productive 
tasks.  Now,  CIOs,  corporate  security 
managers  and  IT  professionals  have 
one  interface  for  all  of  their  security 
needs  with  eSecurityOnline.com. 

Because  of  the  vital  information 
that  networks  hold,  security  is  one  of 
the  highest  priorities  for  any  business 
today.  It  is  also  a  priority  at  Ernst  & 
Young,  cited  this  year  as  the  worlds 
best  information  security  organiza- 
tion by  the  Information  Systems 
Security  Association.  Ernst  &  Youngs 
latest  initiative  in  Internet  and 
e-business  security  is  its  sponsorship 
of  eSecurityOnline.com,  an  online 
portal  offering  free  resources  and 
research  on  subjects  ranging  from 
viruses  and  vulnerabilities  to  jobs  and 
training,  along  with  customized  secu- 
rity solutions  for  clients. 

"The  roles  of  traditional  security 
professionals  are  dynamically  chang- 
ing, demanding  that  they  constandy 
monitor  the  flow  of  critical  issues, 
products  and  processes  for  managing 
security  within  their  organizations," 
says  Jon  Darbyshire,  CEO  of 
eSecurityOnline.com,  an  eSecurity 
venture  of  Ernst  &  Young.  "We  pro- 
vide security  professionals  and  IT 
professionals  with  one  interface  of 
continuously  updated  security  news, 
information  and  customized  vulnera- 
bility data  to  help  them  overcome 
enormous  time  and  resource  issues." 

Events  in  the  business  community 
are  turning  security  into  an  increas- 
ingly vital  part  of  network  manage- 
ment, particularly  as  the  size  of  the 
e-business  market  explodes.  What  is 
more,  cyber-attacks  are  astonishingly 
common,  and — judging  by  the  statis- 


tics— the  need  increases  daily  for 
more  effective  security  to  guard 
against  everything  from  direct  sabo- 
tage to  random  hacking  and  world- 
wide plagues  such  as  the  "I  Love  You" 
virus.  The  number  of  cases  being 
investigated  by  the  FBI  doubled  from 
547  in  1998  to  1,154  in  1999.  The 
actual  number  of  incidents  during 
that  period  is  believed  to  be  far  high- 
er, however,  because  many  companies 
don't  want  to  report  their  problems  to 
authorities.  "If  a  security-related  case 
hits  the  press,  a  company's  market 
capitalization  can  drop  sometimes 
hundreds  of  millions  of  dollars,"  says 
Darbyshire.  "We  work  with  compa- 


organizations'  information  systems 
more  than  90%  of  the  time,"  says 
Darbyshire. 

Many  companies  feel  falsely  secure 
because  they've  implemented  high- 
tech  firewalls  and  encryption.  "We 
have  found  that  a  lot  of  people  begin 
to  focus  on  such  technologies,  while 
not  adequately  addressing  the  funda- 
mental components  of  security,"  says 
Darbyshire.  For  the  most  part,  these 
amount  to  oversights  that  can  be  fixed 
with  relative — and  in  some  cases 
astonishing — ease. 

Through  its  work  in  online  securi- 
ty over  the  past  seven  years, 
eSecurityOnline.com   has   identified 
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nies  daily  that  have  major  incidents 
and  never  report  them.  They  want  to 
handle  it  internally  and  have  us  'stop 
the  bleeding'  without  the  event 
becoming  public  knowledge." 

Too  often,  companies  focus  on 
sound  security  practices  only  after 
they've  had  a  problem.  Instead, 
eSecurityOnline.com  encourages 
companies  to  take  a  proactive 
approach.  "Not  only  can  this  fend  off 
the  hackers,  but  it  can  protect  and 
even  enhance  your  market  valuation, 
reputation,  as  well  as  your  brand," 
says  Darbyshire.  "A  secure  network 
can  be  a  powerful  business  asset,  cre- 
ating confidence  among  clients  and 
partners  and  enabling  the  high-level 
transactions  envisioned  in  an  e-busi- 
ness world." 

Security  Basics 

With  the  growth  of  e-business,  com- 
panies are  connecting  to  an  ever- 
widening  universe  of  people — a  trend 
that  multiplies  the  opportunities  for 
security  breaches.  "When  we  perform 
our  'ethical  hacks,'  as  they're  called, 
we're  able  to  successfully  break  into 


the  top  three  ways  that  computer 
hackers  breach  a  company's  network. 

•  Default  User  IDs  and  Passwords 
When  vendors  supply  computer  appli- 
cations, they  come  installed  with 
default  IDs  and  passwords — common 
knowledge  to  computer  hackers.  As  a 
first  line  of  defense,  these  should  be 
changed  to  block  entry  to  hackers,  but 
frequendy  companies  overlook  this. 
"The  first  thing  a  hacker  does  is  run 
through  the  default  IDs  and  pass- 
words to  see  if  they  can  get  into 
a  system,"  says  Tony  Spinelli,  vice 
president  of  Online  Services  for 
eSecurityOnline.com.  "Changing 
these  should  be  an  obvious  priority 
for  a  company,  but  we  still  break  in 
every  day  to  organizations  this  way." 

•  Known  and  Documented  Vulner- 
abilities. Each  system  has  certain 
known  and  documented  vulnerabili- 
ties or  holes  through  which  hackers 
can  easily  slip  into  a  network. 
Tracking  these  security  gaps  and 
installing  repair  patches  supplied  by 
vendors  ranks  high  as  a  corporate 
security  issue.  Keeping  current  with 
the  defects  and  their  patches  requires 
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Maybe 
you  should 
lock  some 
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Information  is  a  valuable  asset.  But  only 

if  it  gets  into  the  right  hands.  Our  network  of 

knowledgeable  people  can  help  you 

keep  your  network  and  Web  sites  secure.  So  you 

can  feel  confident  knowing  that  those 

things  that  should  be  kept  private,  are.  Boot  up. 

ey.com/esecurity 
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Beneficent 
Billionaire? 

Ispat  Steel  is  one  of  the  world's 
most  cost-efficient  steel 
producers.  Will  the  Web  force  it  to 
share  its  secrets? 


BY  NAAZNEEN  KARMALI 


EVER  SINK  !1  1 989,  Wl  IEN  HE  BEGAN  TURNING  AROUND  A 
state-owned,  loss-making  steel  mill,  Indian-born  bil- 
lionaire Lakshmi  Mittal  has  been  on  a  roll.  First  there 
was  Trinidad  and  Tobago,  then  Mexico  and  more  re- 
cently, he  streamlined  a  steel  plant  in  Kazakhstan  which  dou- 
bled its  production  in  only  five  years.  Today,  out  of  London,  he 
runs  the  $7  billion  ( revenues)  Ispat  Croup,  the  world's  fourth- 
largest  steel  producer. 

But  he  is  a  maverick  in  an  ailing  industry.  Capital  inten- 
sive, cyclical  and  low  margin,  steel  is  in  the  dumps.  The  in- 
dustry is  barely  recovering  from  one  of  its  worst  downturns 
in  1998-99.  Prices  have  collapsed  and  return  on  capital  assets 
industry  -wide  hovers  at  just  4%.  Ispat  International's  ADRs 
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have  sunk  to  $8.81,  from  $27  three  years  ago. 

Despite  his  record,  the  New  Economy  threatens  Mittal'; 
company.  Web  startups  like  E-Steel  and  MetalSite  are  shaking 
up  the  business.  Some  speculate  that  Ispat  and  other  capita 
intensive  manufacturers  will  be  relegated  to  the  status  of  being 
the  low-margin  drones  of  others'  supply  chains.  Indeed,  Ispat 
customer  Ford  recently  decided  to  make  90%  of  its  steel  pur- 
chases, amounting  to  almost  5  million  tons,  through  E-Steel. 

Mittal's  response  is  to  dive  head  first  into  what  he  calls  the 
New  Steel  Economy.  He  expects  to  move  60%  of  Ispat's  $7  bil- 
lion in  production  over  the  Net  in  five  years'  time.  He  has  al- 
ready made  investments  in  E-Steel  and  FerrousExchange  and 
is  committed  to  selling  his  steel  on  these  networks. 

But  like  GE's  Welch,  Mittal  thinks  he  can  be  just  as  efficienl 


as  the  dot-coms  at  running  his  own  exchange.  In  March  hep 
launched  Metique,  in  partnership  with  Commerce  One,  as  a 
procurement  portal  for  metals  producers.  He  figures  if  big  autc 
companies  are  forming  exchanges  to  squeeze  costs  out  of  their 
own  supply  chains,  why  not  do  it  for  metal  and  mining  com- 
panies, which  spend  an  estimated  $800  billion  per  year  on  raw 
materials  and  equipment? 

He  reasons  that  transaction  costs  have  nowhere  to  go  but 
down.  For  example,  it  now  costs  some  steel  producers  as  much 
as  $78  to  buy  a  $  1 5  bearing,  prices  that  include  everything  from 
making  a  purchase  requisition  to  final  factory  delivery.  By  ag- 
gregating purchases  online,  the  price  will  drop  dramatically 
He  expects  to  save  3%-5%  on  buying  costs  via  Metique. 

The  metals  business  also  suffers  from  a  lack  of  timely  in- 
formation among  buyers  and  suppliers.  "Companies  often  hold 
unnecessary  inventories  as  a  safety  measure  because  they  really 
don't  have  an  idea  about  availability  at  the  supplier's  end,"  ex 
plains  Chris  De  Bruin,  Metique's  chief  operating  officer. 

The  transparency  of  Metique's  marketplace  will  speed  up 
the  information  flow.  Metique  will  also  be  linked  to  as  many 
other  exchanges  as  possible — mainly  to  those  run  by  Com 
merce  One,  allowing  even  more  outsourcing  and  transactions. 

Naturally,  Metique  plans  to  earn  a  fee  on  every  transaction 
on  the  site.  But  ultimately  De  Bruin  thinks  most  of  the  rev 
enue  will  come  from  charging  for  ancillary  services,  from 
insurance  to  shipping. 

Mittal's  biggest  challenge  so  far  is  attracting  other  metal 
companies,  which  may  be  reluctant  to  share  anything  with 
their  fierce  rival.  Mittal  is  serious  with  his  offer.  He  is  prepared 
to  give  up  75%  of  the  exchange's  equity  to  get  players. 

You  can't  blame  competitors  like  U.S.  Steel  and  LTV  fo 
being  suspicious.  Ispat  is  renowned  for  having  the  leanest  steel 
operations  in  the  business.  Its  return  of  capital  is  a  handsom 
18%,  way  above  industry  average.  In  fact,  Ispat's  team  are  skilled 
buyers  who  consistendy  get  the  best  deals  on  raw  materials 

Why  would  they  want  to  risk  sharing  their  efficiencies  with 
the  rest  of  the  industry? 

Says  Mittal,  "We've  been  debating  this  inside  our  company. 
Yes,  other  steel  companies  will  now  get  a  chance  to  reduce  costs, 
too.  But,  this  is  the  way  of  doing  business  tomorrow.  If  we  don't 
take  the  lead,  someone  else  will." 


"SALESF0RCE.COM  HAD  US  UP  AND  RUNNING  WITH  AN 
ONLINE  SALES  FORCE  AUTOMATION  SOLUTION  IN  LESS 
THAN  TWO  WEEKS.  FOUR  OFFICES,  FROM  NEW  YORK 
TO  SAN  FRANCISCO,  ALL  SHARING  THE  SAME  CUSTOMER 
INFORMATION,  AND  WE  DID  IT  WITHOUT  SOFTWARE, 
HARDWARE,  OR  HIRING  ANYONE."  m  m^m 

Chairman  and  CEO,  WR  Hambrecht  +  Co 
Co-Founder,  Hambrecht  &  Quist 
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Do  you  really  know  what  goes  on  in  the  minds  of 
your  e-customers?  What  they  might  be  thinking 
about  buying?  Or  not  buying?  And  why?  That's 
where  you  need  e-Intelligence  from  SAS.  With 
e-Intelligence,  you  can  quickly  integrate  bricks- 
and-mortar  data  with  clicks-and-mortar  data.  To 
reveal  insights  that  can  help  you  optimize  online 
merchandising,  recognize  cross-selling  opportuni- 
ties, build  greater  customer  loyalty,  and  establish 
more  profitable  relationships  with  your  very  best 
e-customers.  To  learn  more  about  e-Intelligence 
from  SAS,  and  what  it  can  do  for  your  business, 
phone  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know, 


e-Intelligence 
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as  a  turtle 

For  tens  of  thousands  of  small  and 
medium-sized  companies,  the  Internet 
offers  access  to  previously 
unattainable  foreign  markets.  Jack  Ma 
wants  to  be  their  guide,   by  jus™  ooebele 


WE  ARE  IN  A  DANCE  HALL 
of  a  lakeside  resort  a  two- 
hour  drive  from  Shang- 
hai. It  is  11:00  p.m.  The 
room,  done  in  red  velvet 
drapes  and  blinking  disco  lights,  is 
packed  with  120  men  and  women, 
mostly  under  30,  all  employees  of  Ali- 
baba.com.  They've  been  waiting  an 
hour  to  hear  their  leader,  Jack  Ma.  Sud- 
denly the  room  erupts  in  applause.  A 
tin)  figure  with  sunken  cheekbones, 
tussled  hair  and  a  mischievous  grin 
grabs  the  microphone.  He's  five  feet  tall 
and  weighs  just  over  100  pounds. 

This  imp  of  a  man  brought  the 
commercial  use  of  the  Internet  to 
China.  Although  Alibaba.com  is  legally 
based  in  Hong  Kong,  its  ro;ts  and 
most  of  its  operations  are  in  China, 
and  Ma  is  a  Mainland  citizen.  In 


March  1995,  the  same  year  that  Jeff 
Bezos  started  Amazon.com,  Ma  regis- 
tered China's  first  Internet  company: 
Hangzhou  Hope  Networks  Consult- 
ing. It  offered  to  host  Web  pages  for 
Chinese  companies.  Today  Alibaba 
links  together  importers  and  exporters 
from  around  the  world  and  grosses 
under  $1  million  a  year. 

For  Ma  that's  just  a  start.  Now  he 
has  global  ambitions.  He  aims  at  noth- 
ing less  than  Webifying  the  $6.8  trillion 
worth  of  world  trade  (retail  value). 
Click  on  to  the  Alibaba.com  site.  It  lets 
buyers  and  sellers  find  each  other, 
matching,  say,  a  supplier  in  Tibet  with  a 
buyer  in  Patagonia. 

An  American  looking  to  buy  1,000 
tennis  rackets  searches  among  dozens 
of  potential  suppliers  and  learns  their 
terms  of  trade.  Alibaba  claims  more 


than  200,000  registered  members  fro 
194  countries,  though  70%  are  Chi 
nese  right  now.  You  can  buy  fishmec 
from  Ghana  or  wiper  blades  fron 
Italy;  there  are  more  than  700  differen 
products  broken  down  by  categor 
and  country.  The  site  is  published  it 
Chinese  and  English,  and  it  recentl 
launched  a  separate  Korean  version  o 
Alibaba. 

Listing  is  free,  but  you  can't  actu 
ally  make  trades  through  the  site.  Ali 
baba  helps  you  make  a  connection  an< 
deals  are  struck  offline  or  via  e-mail 
Alibaba  hopes  to  derive  its  revenue  an< 
ultimately  its  profits  from  add-on  fea 
tures.  Shipping,  trade  financing,  on 
site  inspections,  quality  control  ser 
vices  and  insurance  are  a  few  of  tlv 
services  that  could  earn  money  for  tb 
site.  Ma  also  hopes  to  make  money  b 
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Jack  Ma:  "Let  the  others 
go  after  the  whales,  we 
want  the  shrimp." 

offering  a  premium 
service  to  members  and 
through  advertising 
and  promotions. 

Except  for  some  ad- 
vertising, Alibaba.com 
doesn't  yet  offer  any  of 
these  services,  but  Ma 
says  he  expects  to  have 
them  on  the  site  soon. 

Alibaba  already  has 
satisfied  customers. 
One  is  Robert  Guo,  of 
tiny  textile  and  light 
industrial  trading 
company  Wuhu  Wan- 
long  Trading  in  Wuhu, 
China.  "I  have  gotten 
three  contracts  worth 
$100,000  over  the  past 
three  months  from  the 
site.  These  are  just  the 
big  buyers.  We  also 
have  gotten  many 
smaller  deals  off  the 
site,"  says  Guo. 

Nelson  Dy  of  Van 
Gils  Garments  in  the 
Philippines  makes 
T  shirts  and  other 
garments  in  Del 
lonte  Quezon  City.  He  gets  an 
verage  of  ten  queries  a  day  or  more 
n  Alibaba.  "Two  potential  buyers 
from  Alibaba.com]  are  coming 
oon  to  meet  me  in  the  Philippines," 
ays  Dy. 

"Alibaba  has  made  a  big  step  for- 
ward in  how  business  is  done  in  Asia," 
lys  Hong  Kong-based  IDC  Internet 
nalyst  Matthew  McGarvey  "Sites  like 
Jibaba  are  injecting  transparency  into 
ae  trading  process." 

Elsewhere,  however,  it  faces  lots  of 
ompetition.  Ma  isn't  the  only  one 
irgeting  this  stupendous  market, 
ome  are  trying  to  aggregate  big  buy- 
rs  across  industries,  mostly  in  the 
r.S.  and  Europe,  as  Commerce  One 
ad  Ariba  are  doing.  Others  are  verti- 
ils  for  a  single  industry,  such  as  E- 
teel  for  the  metals  industry  and  Co- 


visint  for  autos. 

Alibaba  has  grander  ambitions.  Ma 
wants  the  site  to  be  both  global  and 
horizontal  across  all  products.  But  he 
may  well  have  picked  the  best  starting 
point:  Asia,  by  some  estimates,  is  home 
to  about  70%  of  all  the  world's  export- 
ing companies.  There  are  about 
400,000  exporters  in  China  alone  and 
more  on  the  way. 

Not  surprisingly,  two  of  Ma's  three 
biggest  rivals  are  Asian  outfits,  the 
Hong  Kong-based  Global  Sources 
(www.globalsources.com)  and  the  San 
Fransico-based  MeetChina.com. 
Though  MeetChina  is  based  in  the 
U.S.,  it  is  focused  on  building  an  elec- 
tronic marketplace  for  Chinese  ex- 
porters. China  Resources,  a  public 
company  backed  by  the  Chinese  gov- 
ernment, holds  a  minority  stake  in  the 
Web  site. 

MeetChina.com  says  it  plans  to 
compete  more  directly  with 
Alibaba.com  by  expand- 
ing to  other  Asian  mar- 
kets within  a  year.  "We 
want  to  make  buying 
1,000  bicycles  from  China 
as  easy  as  buying  a  book 
from  Amazon.com," 
says  American  Thomas 
Rosenthal,  cofounder  of 
the  site. 

The      third      rival, 
Boston,  Mass. -based  In- 
dustry to  Industry,  Inc. 
(www.i2i.com),  is  backed 
by  a  private  investment 
arm    of    a    foundation 
headed  by  Klaus  Schwab, 
the  founder  of  the  World 
Economic  Forum.  It  started  in  late 
1998  and  has  focused  on  four  indus- 
tries: chemical,  energy,  retail  goods, 
and  engineering  and  construction. 

Ma  compares  Alibaba. corn's  free- 
for-all  approach  to  a  Middle  Eastern 
bazaar,  where  anyone  can  lay  out  their 
wares  and  haggle  with  potential  buyers. 
Alibaba.com's  rivals  claim  this  differ- 
ence is  a  disadvantage  since,  like  a 
Mideast  bazaar,  Ma  doesn't  do  any 
screening  of  either  his  buyers  or  sellers. 
Though  MeetChina.com  also  has  a 


On  this  Web 
site,  you 

can  buy  fish 

meal  from 

Ghana  or 

wiper 

blades  from 

Italy. 


free-for-all  approach,  all  three  rival  sites 
offer  some  kind  of  screening  of  its 
member  companies. 

Ma  shrugs.  "Let  the  others  go  after 
the  whales,"  says  Ma.  "We  want  to 
catch  the  shrimp."  Since  most  of 
Alibaba.com's  staff  are  Chinese  and 
living  in  China,  Ma's  personnel  and 
operating  costs  are  relatively  low.  His 
biggest  office  space,  in  Hangzhou,  is 
200,000  square  feet  in  size  and  rents 
for  just  $80,000  a  year.  A  Chinese 
computer  engineer  with  three  years  of 
experience  can  be  hired  for  just 
$18,000  a  year,  versus  $100,000  in  Sil- 
icon Valley. 

Though  the  business  is  chiefly  in 
China,  most  of  Ma's  backing  is  interna- 
tional. His  first  round  of  $5  million  in 
funding  came  from  Goldman  Sachs,  Fi- 
delity Investments,  Sweden's  Investor 
AB,  Singapore's  TDF  fund  and  Hong 
Kong's  Transpac.  His  second  round  of 
financing,  at  $20  million,  came  in  Janu- 
ary 2000  from  a  group  of 
investors  lead  by  Japan's 
Softbank.  "This  company 
has  the  potential  to  be  big, 
as  big  as  Yahoo,"  says  chief 
technology  officer  John 
Wu.  He  should  know.  Be- 
fore joining  Alibaba  in 
May,  Wu  was  the  chief  ar- 
chitect of  Yahoo's  widely 
used  search  engine. 

Certainly  the  potential 
market  is  enormous. 
FORBES  figures  that  about 
$470  billion  a  year  is 
spent  just  servicing  world 
trade — phone  bills,  in- 
voicing, sales  calls,  over- 
seas travel.  If  Web  sites  like  Alibaba  can 
cut  that  bill  by  even  20% — and  that 
may  be  conservative — there  is  a  poten- 
tial savings  pool  of  nearly  $100  billion 
from  which  it  can  draw  revenues  as 
profits. 

Say  this  for  Ma:  He  understands  his 
business  is  one  where  the  future  is 
seemingly  unlimited,  but  the  present  is 
a  period  of  red  ink  and  teeming  com- 
petition. "One  must  run  as  fast  as  a 
rabbit,"  he  says,  "but  be  as  patient  as  a 
turtle."  F 
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Eat  This 
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FoodGalaxy.com's  Marty  Horn  wants  to  help 
independent  restaurants  "buy  smarter,"  Thafs 
got  the  big  distributors  mighty  stewed. 
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15%  in  food  costs  this  year  using 
-tern. 
FoodGalaxy's  automatic  purchase  or- 
c  ut  down  on  all-too-common  de- 
errors.  And  for  those  that  work 
multiple  distributors,  time  savings 
c    be  significant.  "If  I  had  to  do  this 
>f  bidding  manually,  it  would  take 
er,"  says  Michael  deFilippo,  Associ- 
■!  rector  of  Food  Services  at  Sloan- 
ring. 
Horn's  system  of  opening  up  com- 
>>n  among  suppliers  in  the  indus- 
las  pitted  him  against  the  very 
c    panies  he  needs  to  make  his  mar- 
ice  a  success — giant  food  service 
nutors  like  Sysco  and  Performance 
Group. 
Whoever  successfully  aggregates  the 
indent  restaurateurs  will  control 
apply   chain,"   predicts   Rajan 
dhry,  analyst  with  Credit  Suisse 
Boston.  "Right  now  the  power  is  in 
supply     area.     And     because 
( ialaxy.com  shifts  the  power  from 
istributor,  it  is  likely  to  meet  with 
ility." 

And  so  it  has.  Before  Jeffrey  Safran, 
ctor  of  Purchasing  for  the  Packer 
up,  which  owns  the  Harley-David- 
Cafe  chain,  began  using  Horn's  sys- 
sco  had  been  his  company's  pri- 
^upplier.  But  when  Safran  put  the 
ig  to  the  test,  the  broadliner  lost 
trly  75%  of  the  account  to  others. 
■>>  sco  has  banned  its  own  DSRs  from 
ling  online  through  third-party  sys- 
5.  Ironically,  some  DSRs,  who  work 
ommission  and  pay  their  own  costs, 
Horn's  program  a  boon  to  their  bot- 
n  line  because  it  puts  them  in  contact 
;  many  more  buyers  at  once.  The  re- 
gime DSRs  bid  anonymously  on 
i  >dGalaxy. 
)ther  loyalists  like  Bob  Oriel,  a 
on-based  Territory  Manager  for  Al- 
t  Foodservice,  are  shunning  the 
up.  Oriel,  a  26-year  veteran  and  Al- 
s  number-two  sales  producer  gives  a 
mon  excuse.  "I  tell  my  clients  that 
available  for  them  24/7.  Part  of  my 
ice  may  be  that  the  truck  has  to  ar- 
at  a  certain  time  on  a  certain  day.  I 
care  of  all  that.  If  good  customers 
cherry  picking  me  for  price  on  cer- 


tain  items,  then  my  level  of  service  will 
drop.  It's  how  I'll  get  back  at  them." 

FoodGalaxy  has  a  daunting  challenge. 
As  the  established  players  enter  the  B2B 
arena,  they  are  increasingly  forming  on- 
line marketplaces  that  accommodate  the 
old  way  of  doing  business.  Recently 
launched  competitors  Restaurant- 
pro.com  and  TheSauce.com  have  based 
their  business  models  on  not  rocking  the 
boat.  The  idea  is  to  keep  everyone  happy 
by  merely  cutting  out  the  paperwork  and 
speeding  up  communication. 

Horn  argues  that  his  system  benefits 
big  distributors  by  making  available 
valuable  market  information.  Before, 
the  only  way  a  DSR  knew  what  an  oper- 
ator was  buying  from  the  competition 
was  by  sneaking  a  peek  into  the  storage 
room  or  sifting  through  the  parking-lot 
dumpster. 

Horn  has  also  carefully  avoided 


charging  the  distributors  fees  for  con- 
summating transactions.  He  hopes  the 
subscription  revenue  from  the  buyers, 
augmented  by  fees  from  hosting  vendor 
storefronts  and  other  online  marketing 
pitches,  will  be  enough  to  sustain  his 
company. 

He  shouldn't  expect  much  assistance 
from  technology  provider  and  partner 
Cornerstone  Internet  Solutions.  Corner- 
stone is  closely  aligned  with  FoodGalaxy 
and  its  parent  B2B  Galaxy.  Indeed,  the 
chief  executive  they  share,  Edward 
Schroeder,  recendy  resigned  after  Cor- 
nerstone's stock  fell  from  $12  in  Decem- 
ber to  slightiy  more  than  $  1  in  June.  In  an 
attempt  to  separate  itself  from  Corner- 
stone, B2B  Galaxy  recendy  secured  $15 
million  in  fresh  financing.  That  should 
be  enough  to  keep  Horn  out  of  the  back 
office  of  Pals  for  at  least  a  few  more 
months.  F 


A  New  Lease 
on  Leasing 

For  most  small  and  medium- 
sized  businesses,  leasing 
equipment  is  a  way  of  life. 
Here's  a  better  way  to  do  it. 


BY  CHANA  R.  SCHOENBERGER 

FOR  DIANA  GARCIA-RITTER,  IT  WAS 
the  paperwork  that  convinced  her. 
Garcia-Ritter,  president  of  Language 
Assistance,  a  small  Houston  company 
that  provides  translation  services  over  the 
phone  for  physicians  and  hospitals, 
leased  a  telephone  system  in  1998.  Her 
experience  was  typical:  to  get  the  lease 
she  had  to  provide  the  local  leasing  com- 
pany reams  of  documents — financial 
statements  attesting  to  her  and  her  com- 
pany's creditworthiness.  "We  had  to  do 
so  many  things,"  recalls  Garcia-Ritter. 

So  when  Language  Assistance  re- 
cendy needed  a  $9,000  video  camera  she 
decided  to  try  the  Web.  Garcia-Ritter's 


partner,  Simon  Gongora, 
typed  in  the  first  URL  he  could 
dream  up:  www.elease.com. 
The  site,  home  of  Sunnyvale, 
Calif. -based  Elease,  came  back 
with  a  lease  bid  within  six 
hours.  By  the  next  day,  an  elec- 
tronic contract  had  been  e- 
mailed  and  Language  Assis- 
tance was  on  its  way  to  having 
a  videoconferencing  system. 
Total  time:  Less  than  24  hours. 
Business  equipment  leas- 
ing is  a  $233  billion  business, 
up  3%  from  1999.  Analysts  predict  the 
Web  will  capture  10%  or  more  of  that 
volume. 

On  the  Internet  leasing  is  fast,  con- 
venient and  cuts  out  most  middleman 
fees.  Many  sites  like  LeaseExchange  pro- 
vide one-stop  shopping  for  an  array  of 
leases — from  laptops  to  backhoes.  Some 
even  manage  and  track  all  of  your  equip- 
ment leases  remotely  so  that  all  you  need 
to  do  is  pull  up  a  screen  to  get  a  snap- 
shot of  your  company's  outstanding 
leases,  how  much  you  owe  and  when  the 
leases  expire.  You  can  also  download  the 
data  for  tax  keeping. 

Need  to  lease  $25,000  worth  of  com- 
puter equipment?  Punch  in  your  needs  at 
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Upstarts 


Leasing  Goes  Digital 


Online  leasing  has  the  potential  to  grab  10%  or  more  of  the  business  leasing  mar- 
ket— including  your  business.  When  applying  for  a  lease  online,  be  sure  to  shop 
around  for  good  rates.  Each  site  works  with  different  approval  profiles,  so  it's  worth 
trying  several  sites. 


ACCESSLEASE.COM 


This  online  broker,  which  used  to  be  offline  Access  Capital,  has  agreements  with  wholesale 
funding  sources.  Chief  Executive  Troy  Klif h  claims  this  direct-from-factory  approach  saves 
customers  25%  on  finance  charges. 


ELEASE.COM 


QuickQuote  feature  lets  you  type  in  parameters  like  equipment  category,  lease  amount 
and  length  of  lease  for  an  immediate  quote.  Coming:  lease  tracking  software. 

mJlJW.imti'MIIHHI.'limi'B 

This  online  arm  of  the  offline  financing  giant  already  does  20%  of  its  business  through 

the  Web  site.  Offers  various  business  services  in  addition  to  just  equipment  leasing. 

Neutral  exchange  newcomer  launched  its  beta  site  in  December  and  started  executing 
leases  in  March. 

[imZZHEDal 

Launched  in  mid-May,  this  Edina.  Minn. -based  site  is  the  new  incarnation  of  offline  broker 
U.S.  Financial  Services.  Not  only  will  it  find  you  a  lease,  but  it  will  help  you  find  the 
appropriate  equipment.  —C.R.S. 
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Elease.com  and  you  will  ge 
quotes  from  a  half  dozen  ven 
dors  of  as  low  as  $1,100  pe 
month  over  two  years. 

For  the  leasing  companie 
it  is  a  mixed  blessing.  There  ari 
at  least  2,000  separate  leasinj 
entities  in  the  U.S.  The  barri  I 
ers  to  entry  on  the  Web  an 
minimal.  The  competition  i 
such  that  Elease  founder  Ivai 
Wolkind  got  an  additional  loat 
of  $2  million  on  top  of  his  $2.! 
million  venture  funding  fron 
Idealab  for  his  domain  name. 
The  Web  also  lowers  tht 
cost  of  processing  an  applica 
tion.  Each  lease  requires  les 
human  interaction  and  paper 
work,  plus  preprogrammed  al 
gorithms  accessible  to  mam 
on  the  Web  narrow  down  tht 
prospects  in  seconds. 

Business  leasing  sites  folio 
three  models.  First  there  an 
the  offerings  from  lenders  tha 
actually  have  the  capital  tc 
make  the  loans.  Not  surpris 
ingly,  GE  Capital  is  a  leade; 
here.  After  a  February  launch 
GE's  site  already  generates  20%  of  it: 
Small  Business  Solutions  unit's  volume 
GE  Capital  provides  financing  to  severa 
of  its  competitors'  sites  as  well,  includ 
ing  LeasePoint  and  AccessLease. 

AccessLease.com  falls  into  the  seconc 
type,  the  brokers,  which  garner  a  per 
centage  of  your  lease  rate.  It  also  host 
the  credit  scoring  algorithms  of  whole 
sale  financing  companies  like  GE  directh 
on  its  site.  Leases  are  approved  or  rejectee 
almost  immediately. 

The  most  ambitious  of  the  bunch  an 
neutral  marketplaces  that  link  myriac 
customers,  leasing  companies  and  some 
times  equipment  vendors  for  a  cut  of  tht 
transaction.  Elease  and  LeaseExchangt 
are  using  versions  of  this  model,  taking 
between  half  a  percentage  point  and  3°/< 
in  fees. 

Ignore  the  differences  in  models 
Leasing  online  is  easier  and  faster  anc 
you  can  do  a  deal  without  talking  to  i 
salesperson  or  leaving  your  desk.  Whai 
are  you  waiting  for?  f 


Here's  a  new  twist 
in  B2B  e-business: 

5  years  of  results. 


f    $1 

billion  in  customer  savings.' 

$5.4 

billion  total  market  volume.2 

5 

years  of  experience. 

100 

goods  and  services  categories. 

47 

global  1000  customers. 

4,188 

active  suppliers  worldwide. 

$30 

million  surplus  assets  sold. 

$750 

million  surplus  assets  listed. 

I     11 

offices  in  seven  countries. 

)de  FOR 


■ 


We're  FreeMarkets,  and  we're  the  original  B2B  eMarketplace  getting 
real  results  for  real  customers,  right  now.  That's  what  we've  been  doing 
since  1995.  FreeMarkets  saves  millions  for  companies  purchasing 
everything  from  aircraft  recovery  sequencers  to  machined  parts  to  MRO. 
And  we  make  money  for  companies  selling  surplus  plant,  inventory 
and  equipment.  We  can  do  the  same  for  you.  Give  us  a  call,  or  check 
out  Fortune  magazine's  article  "The  B2B  Tool  That  Really  Is  Changing 
The  World"  at  our  website. 

1 .888.434.0500  www.freemarkets.com/ad/B2B 

FreeMarkets 


i00  FreeMarkets.  Inc.  Facts  and  statistics  based  on  FreeMarkets  1Q  2000  earnings  release  and  other  public  documents.  'Estimated  savings  based  on  online  auction  results. 
al  market  volume  equals  total  low  bid  dollar  volume  of  materials,  commodities  and  services  that  we  have  auctioned  for  our  customers. 
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1.    AMD   (see  example) 


2.  Athlon 


3.  processor 


4.  now 


5.  with 


6.  full-speed 
?.  performance 
8.  enhancing 


9.  cache 


10.  memory 


AMD3 


h  speeds  of  up  to  1  GHz,  and  now  with  full-speed  performance-enhancing  cache  memory,  the 

]  Athlon"  Processor  helps  you  take  full  advantage  of  your  most  demanding  applications.  This  is  just 

i  of  the  many  reasons  AMD  Athlon  and  AMD  Athlon  processor-based  systems  have  already  won  more 

■n  50  awards  worldwide.  Could  more  be  on  the  way?  Find  out  at  www.amd.com/productivity. 

©  2000  Advanced  Micro  Devices,  Inc.  AMD,  the  AMD  logo,  AMD  Athlon  and  combinations  thereof  are  trademarks  of  Advanced  Micro  Devices,  Inc. 
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3^  thomasregister.com  is  the  all-inclusive,  authoritative  web  site  for  sourcing  industrial 
products  and  services.  E-commerce-enabled  for  secure  online  purchasing,  thomasregister.com 
gives  you  fast,  relevant  solutions  for  your  critical  business  challenges.  You'll  save  time  on  searches 
and  find  all  the  information  you  need  in  an  easy-to-use,  friendly,  online  environment.  And  best  of 

at.  ts  100%  fee!        thoiiiasregister.com 


Design  News  Reader  Survey  —  Overall  Best  Web  Site  ■  Purchasing  Magazine  —  Buyers'  Favorite  Sites 
Interactive  Week's  Head2Head  —  "A"  Rating  ■  CIO  WebBusiness  —  50/50  Internet  Winner 


Thomas  Register  of  American  Manufacturers'    ■    Five  Penn  Plaza,  NY,  NY  10001    ■    www.thomasregister.com 


1999  Design  News  Reader  Survey   Purchasing  12/16/99.  Interactive  Week  11/1/99.  CIO  WebBusiness  50/50  Internet  Winner,  1998. 1999 


Upstarts 

Waihn's  crustiest  former  colleagues.  It 
was  his  clear  warning  to  them  that  if 
they  didn't  back  his  exchange,  an  out- 
sider would  step  in — possibly  with  the 
support  of  suppliers  like  Seagram. 


Since  that  January  meeting,  Eskye  has 
signed  up  more  than  50  of  the  200 
biggest  distributor  families,  including 
Wirtz  and  six  other  of  the  top  ten — a 
group  with  S7.5  billion  in  sales.  More 


than  530  restaurants  and  liquor  stol 

_  ■-  -.       rr.i.-  7  :_::.-. i:o  -_-.::  ._/.  I- 
But  those  numbers  are  puny  consider! 
that  there  are  550,000  retailers  in  the  11 
Eskye  has  a  long  way  to  go. 


Slaughterhouse  Blues 

How  do  you  bring  a  bunch  of  meat  and  poultry 
packers  into  the  New  Economy?  Very  slowly. 


BY  MATTHEW  SCHIFRIN 

IN  TERMS  OF  DIGITAL  MILES,  YOU 
can't  get  much  farther  away  from  Sil- 
icon Valley  than  Madison,  Wis.  There 
are  more  dairy  cows  in  the  state  than 
onnections.  So  it  is  no  wonder  that 
when,  in  1996,  Rod  Heller,  the  42-year- 
old  founder  of  FoodUSA.com,  went 
knocking  on  the  doors  of  big  food  com- 
panies lil  oil  his  idea  for  a 
hange,  the  doors  slammed  shut 
they  had  opened.  "Too  geeky' 
what  they  said,"  says  Heller. 
Before  I             '• ,  Heller  was  nuking 
a  year  as  a  food  broker.  Ht 


died  whatever  he  could — truckloads  of 
canned  mushrooms,  cases  of  tomato 
sauce — to  local  groceries.  Then  Heller 
read  about  Jim  Manzi,  the  former  chief 
executive  of  Lotus  who  planned  to  make 
Industry.Net  into  a  giant  network  of 
buyers  and  sellers  of  industrial  parts. 
Manzi's  venture  crashed  because  he 
spent  lavishly  and  tried  to  cover  too 
much.  The  saga  gave  Heller  an  idea. 

"Once  the  client  demo  is  over,  all 
that  most  food  brokers  do  is  take  or- 
ders. They  weren't  adding  value  but 
were  getting  3%-5%.  I  figured  I  could 
do  it  over  the  Internet  and  get  to  a  heck 


of  a  lot  more  buyers,'7  says  HeDer. 

So  Heller  wrote  a  business  plan.  1 1 
unlike  Manzi,  he  kept  it  simp 
wanted  to  establish  a  neutral  market  t 
meat  The  packers  and  slaugb 
would  post  their  meat  and  finance 
transactions;  buyers  would  pay  for 
FoodUSA  would  collect  0.5% 
the  sellers,  whose  identities  remain 
anonymous  until  the  deal  dosed. 

Heller  shrewdly  limited  the  scope 
his  plan.  "Most  B2B  guys  want  to  buil 
huge,  automated,  end-to-end  system 
he  says.  But  that's  too  much  technolo  1 
for  a  lot  of  meat  people.  "If  you  tell  pe 
pie  in  this  industry  to  put  the  mouse  ; 
the  top  of  their  screen,  some  will  lift  \ 
up  and  perch  it  on  top  of  their  morj 
tors.  No  one  is  going  to  spend  S300,0 
to  tie  a  system  into  their  back  end." 

In  fact,  Heller's  operation  is  so  simd 
it  hardly  operates  as  a  Web  exchange  I 
all.  Half  of  FoodL'SAs  46  emplovees  a 
either  salesmen,  who  call  processors  t 
postings,  or  "trade  facilitators"  who  u 
the  phone  to  push  deals  to  dose. 

"We  find  that  people  in  this  busine 
prefer  to  use  our  toll-free  telephoi 
number, "  savs  Heller.  "Most  of  the 
guys  are  middle-aged  men  who  ha^ 
kids  in  college.  His  job  is  dependent  c 
how  well  he  buys  meat.  There  is  no  w; 
he  is  going  to  buy  SI 00,000  worth  < 
meat  without  talking  to  someone." 

Since  launching  in  April,  FoodUS 
has  traded  about  S10  million  worth  < 
meat.  It's  a  good  start,  but  it  doesn 
come  close  to  covering  even  payroll. 

Heller  is  a  regular  speaker  at  B2 
conferences.  Let's  hope  he  drums  u 
some  cash.  FoodUSA  will  need  moi 
than  its  S3. 3  million  initial  funding  t 
survive.  A  number  of  big  companies  ai 
opening  up  their  own  exchanges. 

Says  Heller,  "What  we've  built  here 
a  traditional  business  with  an  Internt 
overlay.  We  are  iust  trving  to  get  ther 
off  of  the  fax  and  telephone."  I 
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If  s  a  Snap 

Who  says  you  can't  teach  an  old 
company  new  tricks? 


IY  BRANDON  COPPLE 


THE  BIGGEST  PROBLEM  FACING 
Old  Economy  companies  trying 
to  move  online  is  not  technologi- 
al,  but  strategic.  You  can  buy  all  the 
echnology  you  want.  Converting  a 
lonwired  business  model  to  a  wired 
nodel  is  far  harder.  That's  why  Snap- 
in,  Inc.,  an  80-year-old  toolmaker 
>ased  in  Kenosha,  Wis.  is  so  impressive, 
ty  the  end  of  this  year  Snap-on  will 
lave  moved  all  but  a  few  of  its  4,000 
lealers  to  portals  through  which  cus- 
omers  can  reach  them  24  hours  a  day. 
■oon  after  that,  Snap-on  will  introduce 
n  online  catalog  and  order  system.  By 
naking  its  products  available  to  cus- 
tomers 24  hours  a  day  and  on  week- 
ends, Snap-on  could  add  $1  billion  a 
1  ear  to  its  $2  billion  in  revenues. 

"The  Internet  is  just  another  way  for 
f  s  to  wrap  ourselves  around  our  cus- 
omer,"  says  Snap-on  Chief  Executive 
Lobert  Cornog,  making  it  sound  sim- 
ler  than  it  is.  Though  no  techie,  the  60- 
;  ear-old  Cornog  saw  early  on  the  rev- 
nue  potential  in  using  the  Net  to  extend 
usiness  hours  and  speed  delivery. 

Snap-on's  pre-Internet  success  came 
om  its  stores  on  wheels — trucks  full  of 
)ols  driven  by  franchised  dealers  that 
ailed  into  customers'  shops  once  a 
lonth.  Snap-on  had  not  neglected 
xhnology  in  its  factories  where  pro- 
uctivity  was  growing  at  better  than  4% 
year,  thanks  to  high-tech  investments 
ke  the  Baan  enterprise  software  that 
ornog  installed  for  $54  million.  But, 
ondered  Cornog,  how  about  using 
•chnology  to  serve  customers  better? 

As  early  as  1995  Cornog  acted  on 
lat  impulse.  First,  he  wired  the  sales 
>rce.  All  dealers  began  communicating 
ith  the  company  through  a  simple  in- 
anet  where  they  placed  orders,  filed 
Jes  reports,  checked  prices  and  read 


up  on  new  products.  "It 
saved  us  12  hours  a 
week  in  paperwork," 
says  Clark  Heintz,  a 
dealer  in  Concord, 
N.H.  Second,  Cornog 
made  a  video  in  which 
he  urged  employees  to 
think  about  how  tech- 
nology could  make 
their  jobs  easier  or  help  them  relate  to 
customers.  In  the  video,  entitled  "Stores 
Without  Walls,"  it  was  suggested  that 
one  day  it  would  be  possible  to  give 
customers  24-hour  access  to  dealers 
and  product  lists. 

"That  was  a  visionary  statement," 
says  Alan  Biland,  now  Snap-on's  chief 


information  officer.  After  seeing  the 
video,  Biland  realized  that  Snap-on  was 
a  company  that  took  communications 
seriously.  He  quit  his  job  at  Case  Corp., 
in  neighboring  Racine,  to  join  Snap-on 
early  in  1998.  Six  months  later  Biland 
formed  an  e-commerce  strategy  team, 
with  one  representative  from  each  of 
the  company's  business  units. 

Meeting  with  e-commerce  market- 
ing consultant  James  Stern,  Biland's 
team  brainstormed  in  Kenosha.  The 
group  figured  they  could  use  the  inter- 
activity of  the  Internet  to  create  a  Web 
site  that  could  do  most  of  the  things  a 
sales  rep  did:  help  customers  find  the 
right  socket  wrench  for  a  particular  job, 
tell  them  what  was  in  stock  and  when 


they  could  have  it,  recommend  alterna- 
tives to  out-of-stock  products. 

To  head  the  emerging  e-commerce 
division,  Biland  tapped  Brad  Lewis,  a 
former  Honda  mechanic  who  had 
joined  Snap-on  after  winning  a  trouble- 
shooting contest  in  California.  When 
Biland  met  Lewis  in  July  1998,  Lewis 
was  using  his  spare  time  to  design 
discussion-group  sites  for  mechanics. 

Biland  and  Lewis  shopped  for  soft- 
ware that  would  connect  customer  ser- 
vice and  sales  to  the  company's  Baan 
software  on  the  back  end.  They  chose  a 
product  from  a  small  Redwood  City, 
Calif,  outfit  called  OnLink.  Just  two 
years  old,  OnLink  had  yet  to  build  any 
rigid  parameters  into  its  Internet  plat- 
form, which  meant  it 
could  be  configured  for 
easy  integration  with 
the  Baan  software. 

OnLink's  interac- 
tive catalog  could  func- 
tion almost  exactly  like 
a  dealer.  OnLink  wrote 
the  program  in  HTML, 
allowing  Snap-on  to 
run  it  off  its  own  server 
without  loading  it  up 
with  application  soft- 
ware. That  makes  the 
Web  site  eye-blink  fast. 
Snap-on  sells  tools 
exclusively  through  its 
dealers.  Beginning  this 
summer,  its  profes- 
sional customers  will  have  24-hour  ac- 
cess to  customized  portals  set  up  by 
dealers.  But  the  decision  was  made  to 
use  the  Net  to  open  their  product  line 
to  retail  buyers.  However,  the  dealers 
aren't  miffed:  If  a  customer  makes 
more  than  three  purchases  online,  he  or 
she  will  be  referred  to  a  local  dealer. 

It  hasn't  all  been  easy  In  June  1998, 
just  after  Biland  arrived  at  Snap-on,  bad 
inventory  data  and  poor  training  on  the 
Baan  system  caused  thousands  of  order 
delays  that  led  to  $50  million  in  lost 
sales.  But  by  first  quarter  1999,  Biland 
had  ironed  the  bugs  out. 

Technology  can  work  its  magic  if 
the  leadership  is  committed  to  adapting 
to  new  ways  of  doing  business.  F 
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If  you  want  to  cut  costs  and 
increase  efficiency,  turning  to  an 
ASP  may  be  the  best  way.  Here's 
a  rundown. 

BY  PENELOPE  PATSURIS 

MORE  AND  MORE  COMPANIES  THESE  DAYS  WANT  TO 
be  like  Cisco.  They  want  to  focus  on  their  core 
business  and  outsource  all  the  superfluous  stuff, 
like  human  resources,  procurement  and  account- 
ing. So  they  are  turning  in  droves  to  application  service 
iers — companies  that  host,  manage  and  rent  applica- 
ver  the  Internet  from  a  central  location, 
amp  from  buying  off-the-shelf  software.  In- 
ng  a  lot  of  money  upfront  for  servers  and  soft- 
will  soon  be  obsolete,  vou  can  instead  p 


need  to  shell  oal 
sums  of  mor 

and  Andersen  i 
which  can  spend 

nir  \         tern.  The 

re  is 

to  do  is  patch  in 
Web  and  pay  a  subsc  f  \ 
tion  : 

In  a  sense,  it's  a  thar-l 
.<  to  the  1960s  vlf 
the  mainframe  was  aw 
cen  mpuungBi 

service  bureaus  han^ft 
things   like  pa 
larger  companies.  To 
those  service  bureaus  I 
reemerged  under  a 
-e.  International 
Corp.  predicts  that 
will   become    :. 
popular  among 


ASPs 


panies  in  the  vears  ahead.  The  firm  savs  that  b 

panies  will  pav  a        -  -   ^ilion  tor  their  services.  That1! 

from  $300  million  last  vear. 

Of  course,  figuring  out  which  ASP  meets  vour  needs  i 
hard  part.  Some  otter  a  "best-of-breed"  selection  of  af 
tions  from  a  vanetv  oi  vendors — cherrv- picking  enter 
resource  planning,  for  example,  from  PeopleSoft  and 
curement  svstems  from  Commerce  One — depending 
their  specialized  services. 

Others,  like  the  ASP  divisions  of  the  software  ver 
themselves,  specialize  in  one  line  of  applications,  tht 
acle  Business  Online  uses  Oracle  products,  or  Anstasoft  | 
uses  software  from  parent  1.  D.  Edwards.  The  risk  - 
to  go  with  a  firm  that  has  a  broad  but  not  necessarily 
knowledge  oi  the  industrv  or  with  a  specialized  exper 

Vou  also  have  to  decide  how  much  trust  vou  want  toj 
in  an  outside  companv.  While  most  ASPs  promise  to 
vou  up  and  runn  t  the  time,  vou  still  have  tij 
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We  didn't  create  the  idea  of  B2B 
We  defined  it. 
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For  inspired  thought  leadership  on  new  technologies  and  business  models,  clients  rely 
on  Goldman  Sachs.  By  defining  new  markets  and  the  companies  that  help  build  them, 
we  help  clients  identify  and  leverage  opportunities  as  they  emerge.  A  good  example  is 
our  groundbreaking  research  report  on  B2B,  which  catalogs  160  e-markets  and  profiles 
more  than  50  new  companies.  But  it  doesn't  stop  there.  With  our  ongoing  analysis 
of  the  radical  effect  of  technologies  on  traditional  industries  and  the  emerging  world 
of  industry  consortia,  Goldman  Sachs  continues  to  establish  new  research  benchmarks. 

For  more  information  on  Goldman  Sachs'  B2B  technology  research,  visit  our  website 
at  www.gs.com/hightech/research/. 
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JIutsQurcing 

prepared  for  an  outage  that  is  beyond 
your  control.  Even  if  you  are  outsourc- 
ing such  noncore  applications  as 
human  resources,  putting  your  busi- 
ness operations  into  the  hands  ot  an- 
other company  is  always  risky. 

Good  Hosts 

AGENCYWORKS 


When  trying  to  figure  out  which 
ASP  to  use,  Amy  Mizoras,  an  analyst 
with  International  Data  Corp.,  says  the 
most  important  factors  are  which  soft- 
ware vendors  and  hardware  manufac- 
turers the  ASP  has  partnered  with,  what 


the  service  level  guarantees  are  anc 
whether  the  ASP  specializes  in  serving 
particular  market,  like  the  insurance  01 
pharmaceutical  industries. 

Below  is  a  list  of  ASPs  to  help  yotl 
get  started.  f 


>rww.ageKyworfc&xom 


Business  management  fools  for  life  insurance  agencies,  carriers  and  brokers. 


AGILERA.COM 


wvw.agiiera.caa 


Outsources  applications  for  the  technology,  retail,  manufacturing  and  distribution  markets. 


AGILLION 


www.agillion.com 


Programs  manage  document  sharing  and  message  communications  for  companies  and  their  clients. 


APPLICAST 


www.appiicast 


Provides  applications  and  infrastructure  services  for  companies  with  less  than  $200  million  in  revenues. 


ARISTAS0FT 


www.aristaseft. 


Supply  chain  applications  strictty  for  the  manufacturers  of  high-end  networking  equipment. 


BENEFITMALL.COM 


www.fcxiffilmjll.cec 


Software  helps  small  businesses  research  and  chose  hearth  care  plans. 


BENEF1TS.COM 


www.beeeftts.cem 


Web-based  administration  of  benefits  such  as  401(k)s,  pensions,  retirement  plans  and  insurance. 


BIDC0M 


Hosts  services  like  project  management  for  firms  in  the  architecture,  engineering  and  construction  arenas 


BLUETRAIN.COM 


www.hwetTaii.cem 


Web-based  communication  groupware.  HR.  sales  force  automation  and  decision  support  applications. 


BREAKAWAY  SOLUTIONS    www-fcreakaway 


Installs  and  manages  e-business  solutions  using  11  hosting  facilities  located  throughout  the  world. 


C0RI0 


www.cene.cem 


Electronic  market,  enterprise  resource  planning  and  customer  relationship  management  programs. 


CRITICAL  PATH 


www.cp.ect 


Secure  document  delivery  and  communications  tools  using  messaging  and  wireless  platforms. 


DOCUMENTUM 


Centralized  content  management  for  intranets  and  e-commerce  applications. 


EALITY 


ealrty. 


Hosts  software  that  manages  daily  business  functions  for  companies  of  20  to  500  employees. 


EGAIN 


Offers  e-mail  management.  Web-based  and  voice  collaboration  tools  used  to  manage  customer  relationships. 


ELAB0R.COM 


Tracks  employee  attendance  and  payroll  information. 


EMPL0YEASE 


For  managing  and  communicating  human  resources,  benefits  and  employee  management  information. 


EONLINE 


Specialty  in  tailoring  client  solutions  using  its  expertise  in  a  number  of  industries. 


FREEW0RKS.COM 


www.freewertis.cem 


General  business  process  management  tools  for  small  and  midsize  businesses. 


HOTDATA 


hetdata.con 


Web-based  services  for  managing  customer  profiles  for  companies  with  1.000  to  150.000  employees. 
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www.i2.com 


Planning  technologies  for  every  phase  of  production,  selling  and  delivery  of  goods  and  services. 


IBM  MGD.  GROUPWARE 


Manages  and  secures  electronic  payments,  provides  multimedia  e-business  databases,  consults  and  hosts, 


INFINIUM 


INTERLIANT 


INTERNODEO 


J  D.  EDWARDS 


www.infiaiem.cem 
finterliant.com 
i  internoded.com 

www.jdedwards.com 


Outsources  software  for  accounting,  supply  management  and  customer  relationship  management. 


Hosts  applications  from  the  likes  of  Onyx.  PeopleSoft.  Lawson.  CheckPomt.  Microsoft  and  IBM's  Lotus. 


Hosted  programs  include  messaging,  accounting.  HR  and  desktop  productivity  applications. 


Provides  manufacturing  applications  including  supply  chain,  logistics  and  distribution  for  large  companies 


JEMTECH  SOLUTIONS 


.jemteck.com 


Handles  document  and  content  management  for  small  banks:  electronically  processes  data. 


KANA 


Applications  that  integrate  marketing,  sales  and  customer  service  tools. 


MANAGED  OPERATIONS 


MANUGISTICS 


NIKU 


ORACLE 


managedops 
manugi  sties 
aika 
oracle 


Managed  data  center  services  handling  financial,  manufacturing  and  service  management  applications. 

Provides  supply  chain  solutions  for  enterprises  and  e-business  trading  networks. 

Web-based  software  for  law,  advertising,  marketing  and  consulting  firms. 

Delivers  enterprise  resource  planning  tools  used  to  manage  finances,  human  resources  and  manufacturing. 


PEOPLESOFT 


PORTERA 


i  peoplesoft 
www.pertera.cem 


Applications  that  support  front-  and  back-office  functions  as  well  as  help  manage  customer  relations. 
Web-based  services  to  help  manage  productivity  for  law  offices  and  consulting  firms. 


SALES.COM 


SALESFORCE  COM 


www.sales.com 
www.salesforce.cem 


Offers  Web-based  sales  productivity  software,  sales  leads  and  company  listings  for  sales  professionals. 


Lets  employees  manage  and  securely  share  sales  information.  Site  plans  to  expand  into  CRM  applications. 


SAP 


www.sap.cem 


SERENGETI 


www.sereegeti.cem 


Offers  personalized  information  and  applications  to  each  industry,  company  and  individual  user. 
Consulting  services  and  PC-to-mainframe  connectivity  products. 


UPSH0T.COM 


www.upskot.cem 


Provides  tools  to  centralize  and  track  sales  data,  target  and  prioritize  prospects  and  report  productivity. 


(^INTERNETWORKING 


OM 


www.zlaaeU  -m 


Outsources  customer  relationship  management,  e-commerce  and  enterprise  resource  planning. 
Small  and  mid-size  business  applications  to  handle  front  and  back  office  tasks. 
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Today,  providing  professional  online  learning  takes  more 
lan  a  Web  site.  It  takes  sound  instructional  design,  relevant  and  engaging  courses,  and  a  choice 
f  learning  methods.  It  takes  Element  K.  With  over  400  IT  and  business  courses  designed  exclusively 
Dr  the  Web,  Element  K  offers  instructor-led  courses,  self-paced  tutorials,  a  comprehensive  reference 
brary  and  dynamic  interaction  with  experts  and  peers.  Element  K  hosts  a  rich  learning  environment 
itegrated  with  a  powerful  learning  management  system.  Fast-forward  to  knowledge, 
xperience  www.elementk.com  Call  1  -800-434-3466  |  y 


I 
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Lement 


irmerly  ZDU.com 


2000  Elemer,  K  Content  LLC.  Ail  rights  reserved. 
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before  the  global  reach  of  the  internet,  businesses  had  to  worry  whether 
customers  would  show  up.  now  the  cause  for  concern  is  when  they  do.  all 
together,  in  droves,  in  the  volume-dense  surge  economy,  the  pressure  to  perform 
has  never  been  more  intense,  to  meet  these  demands  head-on,  intel  is  launching 
a  global  network  of  state-of-the-art  internet  data  centers,  now  any  company 
can  quickly  gain  the  advantages  of  an  e-business  without  going  through  the 
contortions  of  one.  the  same  people  and  technology  that  make  intel  a  $1-billion- 
a-month  e-business  are  at  the  heart  of  intel"  online  services,  so  while  you're 
generating  traffic,  you  can  be  assured  that  intel  will  handle  it  when  it  comes  in. 
because  in  the  surge  economy,  the  problem  isn't  finding  customers,  it's  what  to 
do  when  they  find  you.  (solutions  for  the  surge  economy  ->  intel.com/go/ebiz) 


I        Follow  The  Money 

The  Cinderella  Touch 

For  leveraged  buyout  firms,  B2B  creates  vast  new  opportunities. 


1Y  HILARY  ROSENBERG 

N  EARLY  1999  TWO  EXECUTIVES  FROM  A  SMALLISH 

Chicago-based  Web  design  shop,  Diamond  Technology 

Partners,  were  invited  to  make  a  presentation  in  the 

Midtown  Manhattan  offices  of  leveraged  buyout  firm 

Clayton,  Dubilier  &  Rice.  The  Diamond  people  didn't 

quite  know  what  to  expect  from  the  meeting. 

Little  did  they  imagine  that  within  hours  they 

would  be  in  the  food-service  business. 

Clayton,  Dubilier  had  acquired  a  Deer- 
field,  111. -based  outfit  called  Alliant  FoodSer- 
vice.  Turning  around  soggy  companies  is  the 
firm's  business.  It  buys  them,  fixes  them  up 
and  then  either  takes  them  public  again  or 
sells  them  as  reconditioned  goods. 

It  was  still  early  in  the  Internet  age,  but 
the  Clayton,  Dubilier  team  had  decided  that 
while  Alliant's  future  did  not  look  bad,  it 
could  look  terrific  if  the  company  could  be 
turned  into  a  Net-based  operation.  And  with 
Diamond's  help,  it  could  be  turned. 

"They  were  winging  it,"  says  Don  Gogel, 
the  buyout  firm's  chief  executive,  recalling 
the  two  techies  that  day.  "But  it  was  evident 
they  had  a  firm  grasp  on  the  technology  and, 
most  importantly,  could  be  creative"  in  how 
to  use  the  Web  to  transform  a  traditional 
business. 

Clayton,  Dubilier  and  Hicks  Muse  and 
other  leveraged  buyout  firms 
like  Apollo  Advisors  are  loaded 
with  potential  turnarounds 
that  aren't  doing  enough  turn- 
ing these  days.  Many  were  pur- 
chased at  multiples  of  cash  flow  higher 
than  they  could  currently  fetch  in  a  stock 
market  that  turns  its  nose  up  at  "boring" 
businesses  like  food  service.  And  many  are 
facing  competitors  that  are  attempting  to 
use  the  Web  to  steal  away  business. 

Kohlberg  Kravis  &  Roberts  has  chosen 
t,o  start  a  brand  new  fund  in  partnership 
with  venture  capital  firm  Accel  Partners 
to  invest  in  Web  businesses  spun  off  by 
major  corporations. 

Clayton,  Dubilier's  partners  are  fo- 
cusing on  the  companies  they  already  own 
stakes  in.  It  now  has  a  Web  strategy  for  10 
of  its  14  portfolio  companies.  Take  Al- 
liant. When  Clayton  bought  it  from  Philip 
Morris  in  1995,  it  planned  to  restructure 
the  balance  sheet,  give  the  managers  some 
incentives  in  the  form  of  bonuses  and  use 
technology  in  small  ways.  These  moves 
would  surely  have  created  greater  value. 


With  the 
rise  of  the  Net, 

it  was 

becoming  clear 

that  there  was 

stronger 

medicine  to 

heJiaiL 


But  with  the  rise  of  the  Internet,  it  was  becoming  clear  that 
there  was  stronger  medicine  to  be  had. 

A  light  bulb  went  on:  Let's  Webify  the  damned  thing. 
AlliantLink.com  now  links  4,000  restaurants,  hotels  and 
others  with  Alliant's  warehouses,  allowing  for  online  or- 
dering, while  some  75  food  producers  use  it  to  pitch  their 
products  and  promotions.  The  site  should  gross  more  than 
$500  million  this  year  of  Alliant's  more  than  $6  billion  in 
revenues. 

But  that  wasn't  all.  With  $25  million  from  Clayton,  Du- 
bilier, Diamond  created  and  built  TheSauce.com — 20% 
owned  by  Alliant — which  enables  Alliant's  restaurant 
clients  to  buy  the  nonfood  items  that  they  need  online, 
such  things  as  ovens  and  insurance,  and  even  to  recruit 
waiters  and  cooks.  The  site  hit  screens  last  February.  Don't 
be  surprised  if  Clayton  takes  TheSauce.com  public. 

To  guarantee  that  its  Webifying  efforts  can  draw  top 
talent,  Clayton  recently  paid  $47  million  for  a  35%  stake  in 
Guidance  Solutions,  a  technology  company  that  special- 
izes in  New  Economy  makeovers. 

Clayton  is  not  the  only  financial  engineering  firm  that 
sees  the  Net  as  a  way  to  add  value  to  its  portfolio  compa- 
nies. Last  year  former  junk-bond  dealmaker  Leon  Black's 
Apollo  Advisors  invested  $87  million  in  Rare  Medium 
Group,  a  New  York-based  Internet  consultancy,  which  de- 
velops Web  strategies.  Apollo  has  50  companies  under  its 
control.  Many  are  relics  of  the  Drexel  Burnham  junk 
bond  era,  among  them  Samsonite  Luggage,  Converse  and 
Telemundo. 

One  current  project  involves  Apollo's  in- 
vestment in  hotel  and  resort  chain,  Wynd- 
ham  International.  Among  the  Web-based 
innovations  Rare  Medium  is  introducing:  a 
wireless  system  keyed  to  the  Palm  VII.  It  will 
allow  hotel  check-in  personnel  logged  onto 
the  Internet  to  track  a  guest's  progress  so  that 
they  can  arrange  for  him  or  her  to  be  picked 
up  and  make  sure  that  everything  is  ready 
according  to  specifications  in  that  guest's 
profile. 

For  Rare  Medium  the  link  to  the  LBO  port- 
folio provides  a  steadier  stream  of  business 
that  many  other  dot-coms  can't  assure.  When 
Apollo  portfolio  companies  don't  have  the 
cash  required  for  an  Internet  makeover,  ac- 
cording to  Gary  Bradt,  Rare  Medium's  senior 
vice  president  of  business  development,  "We 
go  back  to  Apollo  and  say  they  need  more 
money,  and  they  often  bring  in  a  partner." 

Rare  Medium  has  been  working  its  way 
through  Black's  portfolio,  giving  Internet  up- 
grades to  15  Apollo  companies  at  a  time. 
Black  figures  he  can  get  his  techies  to  wave 
their  magic  wands  and  turn  his  Cinderellas 
into  belles  of  the  ball.  F 
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P2P  or  Bust 

Venture  capitalists  are  no 
blindly  dumping  money  into 
B2B  companies.  Smart 
entrepreneurs  need  to  get 


creative. 


BY  LUISA  KROLL 


FOR  A  WHILE  IT  SEEMED  LIKE  JUST 
about  any  B2B  idea,  particularly 
those  focused  on  e-commerce, 
could  get  funded.  In  1999  in- 
vestors poured  $9.3  billion  into  653  B2B 
e-commerce  companies. 

But  over  the  past  few  months  a  lot 
of  hubris  has  been  beaten  out  of  ven- 
ture capitalists,  making  them  much 
more  discriminating.  Most  won't  even 
look  at  an  idea  for  yet  another  ex- 
change or  marketplace.  Don't  get  us 
wrong.  VCs  are  still  interested  in  infra- 
structure or  service  companies  that 
bolster  the  existing  B2B  pipelines.  But 
now  they  want  to  see  a  clear  "P2P,"  the 
new  buzzword  for  path  to  profitability. 
The  change  in  sentiment  started  in 
April.  Then,  Safeguard  Scientific,  the 
largest  shareholder  in  holding  com- 
pany Internet  Capital  Group,  an- 
nounced that  it  would  do  longer  invest 
directly  in  B2B  commerce  companies. 
Instead,  it  would  focus  entirely  on  in- 
frastructure plays.  The  company  insists 
it  made  the  staggering  decision  because 
it  didn't  want  to  compete  with  its  off- 
spring. While  that  may  be  true,  the 
market's  waning  interest  in  such  star- 
tups probably  contributed  to  Safe- 
guard's decision. 

Now  K '( ,,  which  has  invested  $2  bil- 
lion in  71  B2B  companies,  also  appears 
to  be  pulling  back  from  making  new 
investments.  Little  wonder.  Since  Janu- 
ary, its  stock  price  has  dropped  precip- 
itously, knocking  off  80%  of  its  market 
capitalization  from  its  high  of  $53  bil- 
lion. "Most  of  our  focus  is  on  building 
the  existing  businesses,"  says  Ken  A. 


Fox,  founder  of  ICG. 

For  entrepreneurs,  all  this  means 
that  they  have  to  have  better  stories 
and  better  strategies  to  get  the  VCs  to 
open  up  their  wallets.  It  helps  to  have  a 
unique  idea  and  an  experienced  man- 
agement team.  But  that's  not  enough. 
Consider  Supplyforce.com,  a  market- 
place for  MRO  and  construction  prod- 
ucts. The  company  skillfully  raised  a 
hefty  $87  million  in  two  recent 
rounds. 

How?  It  defied  the  odds  in  a  tough 
financing  market  by  locking  up  key 
strategic  investors.  When  the  time 
came  to  raise  the  first  round  of  money 


in  November,  Chief  Executive  William 
Weisberg  went  to  future  customers: 
250  distributors  and  a  dozen  of  the 
largest  manufacturers.  He  put  together 
a  formal  private  placement  and  offered 
all  of  them  a  chance  to  buy  equity. 
Half  of  them  put  a  total  of  $35  million 
into  the  King  of  Prussia,  Pa. -based 
company.  Weisberg  then  set  aside  an- 
other one  third  of  the  original  stock  for 
performance-based  equity  that  any  of 
the  distributors  can  earn  by  driving 
business  online. 

In  March  the  company  went  hunt- 
ing for  cash  from  traditional  venture 
firms.  At  first  it  met  with  skepticism 
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online  trading 


advice  &  planning 


investments 


1-800-GET-ADVICE  americanexpress.com 


American  Express  realizes  that  when  you  run 
your  own  company,  your  business  and  personal 
goals  often  overlap.  So  as  we  develop  your 
financial  plan,  we  address  factors  like  cash 
flow,  tax  planning  and  retirement  plans,  all 
designed  to  help  reach  your  business,  as  well  as 
your  personal,  financial  goals.  We  deliver  clear 
recommendations  and  regular  reviews  that  can 
show  how  you  are  progressing  toward  your 
goals,  working  hard  to  ensure  that  your  financial 
plan  meets  your  satisfaction.  At  American 
Express,  our  financial  advisors  are  dedicated 
to  helping  small  business  owners  do  more. 


How  do  you  know 

you're  getting  the 

right  financial  advice? 


American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American  Express  Company  is  separate  from  American 
Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2000  American  Express  Financial  Corporation.  All  rights  reserved. 


Money  Crowd 


from  venture  investors  who  had  seen 
enough  marketplaces  to  last  a  lifetime. 
But  a  few  actually  spent  weeks  talking 
to  distributors  and  manufacturers.  Im- 
pressed, venture  capital  firms  such  as 
Patricof  &  Co.,  Comcast  Interactive 
Capital,  Katalyst  Venture  Partners  and 
Crosslink  Capital  ponied  up  $52  mil- 
lion by  early  June. 

"These  partnerships  definitely 
helped  us  win  over  the  VCs,"  says  Weis- 
berg.  "There's  definitely  going  to  be  a 
significant  shakeout  among  companies 
that  don't  have  the  support  of  mem- 
bers of  their  industries." 

While  not  every  entrepreneur  can 
muster  up  that  kind  of  support,  entre- 
preneurs should  at  least  line  up  strate- 
gic investors  as  a  way  to  not  only  build 
their  businesses,  but  also  attract  other 
financing.  "B2B  exchanges  and  market- 
places have  to  lock  in  partnerships  with 
key  players,"  explains  Gill  Cogan,  gen- 
eral partner  at  Weiss,  Peck  &  Greer 
Venture  Partners.  "Giving  stakes  is  one 
important  way." 

Consider  Bessemer  Venture  Part- 
ners' investment  in  Esprocket,  a  mar- 
ketplace for  used  capital  equipment. 
Even  before  they  met  with  the  entrepre- 
neurs, the  VCs  planned  to  turn  them 
away.  The  market  was  just  too  over- 
crowded, they  said. 

But  the  investors  were  won  over  by 
Esprocket's  pending  deal  with  the  Ma- 
chinery Dealers  National  Association, 
the  largest  used  equipment  dealers  or- 
ganization. In  that  deal,  the  trade 
group  got  an  upfront  equity  stake  and 
warrants  to  be  earned  as  its  dealers 
traded  on  the  exchange.  "The  deal  was 
a  very  important  factor  to  [those  of] 
us  investing,"  says  Gautam  Prakash, 
whose  firm  has  put  some  $200  million 
in  more  than  30  B2B  companies.  "I 
don't  know  if  we  would  have  invested. 
It  certainly  would  have  been  a  much 
more  difficult  decision." 

Just  how  important  arc  these  strate- 
gic relationships?  Listen  to  Jonathan  D. 
Callaghan,  general  partner  at  OK, I 
(©Ventures,  the  biggest  B2B  investor  in 
the  past  war  (see  tabic).  'Two  M.B.A.S 
with  a  business  plan  doesn't  work  any- 
more    s.ivs  Callaghan,  "You  have  to 


line  up  with  the  market  leaders.  There 
are  only  a  few  key  investors  in  each 
sector  that  count." 

Example:  DuPont  and  Ventro 
formed  a  new  marketplace  for  the  fluid 
processing  market  in  January.  The 
company,  called  Industria  Solutions, 
raised  $30  million,  one-third  from 
CMGI  @Ventures  and  two-thirds  from 
DuPont,  Ventro  and  other  strategic  in- 
vestors. In  April  CMGI  @  Ventures  in- 


right  folks  early,"  says  Robert  Crowle! 
chief  executive  of  Bowstreet,  a  B2B  ir| 
frastructure  company,  which  coun 
eight  banks,  including  Goldman  Sacli 
and  Morgan  Stanley,  as  investor 
"Then  you  can  get  them  to  compel' 
with  each  other." 

Of  course,  attracting  the  right  mii 
of  investors  can  be  a  juggling  act.  Mec 
Channel,  which  is  setting  up  the  infn 
structure  for  the  medical  supply  indu:i 


B2B  Bulls 


B2B  may  be  in  its  infancy  in  the  real  world,  but  on  Sand  Hill  Road,  it  is  yesterday's 
news.  Below  is  a  list  of  the  biggest  B2B  investors  of  the  past  12  months  and  some 
of  their  holdings. 

Amount          Number 
Venture                                       invested              of 
investor                                       ($mil)          companies      Holdings 

CMGI@Ventures 

$147 

14 

Foodbuy.com,  Ventro 

Goldman  Sachs 

134 

23 

FreeMarkets,  ChemConnect 

Investcorp 

132 

3 

Httprint 

Softbank  Venture  Capital 

120 

13 

FastParts.com,  DoveBid.com 

Chase  Capital  Partners 

114 

21 

BuildPoint.com,  Esprocket 

Sequoia  Capital 

113 

14 

BuyProduce.com,  BigTray 

Warburg  Pincus 

103 

10 

Network  Oil,  Pharm@idea 

Technology  Crossover  Ventures 

88 

10 

Buzzsaw.com,  ZoneTrader.com 

New  Enterprise  Associates 

84 

18 

Carstation.com,  LoanCity.com 

Mayf  ield  Fund 

81 

12 

DoveBid.com,  MedPool.com 

HarbourVest  Partners 

78 

6 

KnowledgePlant.com 

First  Union  Capital  Partners 

77 

4 

Novient,  Trados 

Draper  Richards 

76 

9 

BarterTrust.com,  Eskye.com 

Whitney  &  Co. 

75 

8 

Consumer  Health  Interactive 

Sprout  Group 

74 

12 

Ad0utlet.com,  CheMatch.com 

ABS  Capital  Partners 

73 

7 

Medicalbuyer.com,  SciQuest.com 

WIT  Soundview  Ventures 

70 

5 

MaterialNet,  Moreover 

Oak  Investment  Partners 

70 

7 

Medibuy.com,  PropertyFirst.com 

Accel  Partners 

68 

11 

BlackHog.com,  Datasweep 

Bessemer  Venture  Partners 

68 

13 

Esteel,  PurchasingCenter.com 

Based  on  B2B  e-commerce  and  content  investments.  June  1. 1999  to  June  6. 2000  Source:  Venture  Economics  Information  Services. 

vested  alongside  American  Express  in 
The  EC  Company,  which  runs  a  pay- 
ment network  for  B2B  e-commerce 
companies. 

Resourceful  entrepreneurs  should  be 
sure  to  cast  wide  nets.  Consider  reeling 
in  corporate  VCs.  Large  companies  like 
Hewlett-Packard,  Intel,  Lucent,  Dell,  Or- 
acle and  many  others  have  become  a  big 
source  of  capital  for  small  businesses. 
They  rarely  lead  deals,  though,  choosing 
to  follow  traditional  VCs.  Letting  them 
get  in  early  is  a  great  way  to  establish  re- 
lationships with  these  companies. 

Lining  up  the  private  equity  arms  of 
investment  banks  is  another  smart 
move.  "You  want  to  get  in  with  the 


try,  for  instance,  raised  $42  millioi 
from  1 1  investors  in  one  round.  Th 
company  attracted  two  traditional  tech 
nology  venture  capital  firms.  It  als< 
signed  up  two  investment  banks.  Nex 
came  investments  from  Johnson  6 
Johnson,  Tenet  Healthcare,  an  Italia 
pharmaceutical  company  and  a  grou 
with  ties  to  the  Chinese  public  healtl 
ministry. 

"It  was  a  tough,  laborious  proces 
but  it  ended  up  being  phenomenal  t< 
get  that  many  investors  who  can  adt 
value  in  one  round,"  says  Medtroni' 
Chief  Executive  Richard  Sommer. 

No  one  ever  said  P2P  was  going  t< 
be  easy. 
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<^>  Kinetics  Mutual  Funds,  Inc. 


Itli  formance  data  quoted  represents  past  performance  and  does  not  guarantee  future  results.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gains  distributions.  Investment  return  and  principal  value  v 
/,  and  shares  may  be  worth  more  or  less  at  redemption  than  original  purchase.  Performance  shown  occurred  during  a  period  ot  generally  favorable  market  conditions.  Due  to  recent  market  volatility,  current  performance  may  be 
;than  the  figures  shown. 

ause  the  Fund  invests  in  a  single  industry,  its  shares  do  not  represent  a  complete  investment  program.  Internet  stocks  are  subject  to  a  rate  of  change  in  technology,  obsolescence  and  competition  which  is  generally  higher 
a  that  of  other  industries,  and  have  experienced  extreme  price  and  volume  fluctuations.  As  a  non-diversified  and  single  industry  fund,  the  value  of  its  shares  may  fluctuate  more  than  shares  invested  in  a  broader  range  of 
istnes  and  companies. 

more  information,  including  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  investing.  Distributor:  1.0.  Richardson  Securities,  Inc.  is  not  an  affiliate  of  Kinetics  Mutual  Funds,  Inc. 

ningstar  proprietary  ratings  reflect  historical  risk  adjusted  performance  as  of  3/31/00.  These  ratings  may  change  monthly  and  are  calculated  from  the  Fund's  3-year  average  annual  returns  in  excess  of  90  day  Treasury  bill  returns 
i  appropnate  adjustments  and  a  nsk  factor  that  reflects  fund  performance  below  90  day  Treasury  bill  returns.  The  Fund  received  5  stars  for  the  3-year  penod.  The  top  10%  of  funds  in  a  broad  asset  class  receive  5  stars. 

r  the  3-year  period  ended  3/31/00  out  of  4,759  universe  of  all  equity  mutual  funds  ranked  by  Upper,  Inc  The  Fund  was  ranked  #942  out  of  7,382  universe  of  all  equity  mutual  funds  for  the  1-year  period  ended  3/31/00. 
kings  are  based  on  total  return  with  capital  gains  and  dividends  reinvested. 

rles  Schwab  &  Co..  Inc.,  member  SIPC/NYSE,  provide  recordkeeping  and  shareholder  services  for  shares  purchased  through  its  Mutual  Fund  OneSource  °  service  (0500-6767) 

2000,  Kinetics  Mutual  Fund?  Inc. 
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What'do  Y^O  U  want  the  Interne 


e  Business 


And  live  happily  ever  after,  we  might  add.  Because  we're  taking  eBusiness  to  a  whole  new  level. 
With  a  portfolio  of  customer  relationship  solutions  we've  developed  that  enables  businesses  to  inte- 
grate their  sales,  marketing  and  service  capabilities  with  the  new,  high-performance  Internet. 
And  uses  every  point  of  customer  interaction  to  create  stronger,  more  profitable  and  longer-lasting 

r*  Nortel  Networukxjo  th*  Globemarl  .   J  'Hon  the  work)  sh. .  ■  Jpas  '  are  trademarks  o<  Nortel  Network!  -What  do  you  warn  the  Internet  to  be>"  is  a  service  mail  of  Nortel  Networks  O200O  tJortel  Networks  »ll  rights  reserved. 


customer  relationships.  Just  one  more  way  we're  evolving  eBusiness 
into  the  way  you  do  business  every  day.  So  come  together, 
right  now  with  Nortel  Networks™  And  make  the  Internet 
whatever  you  want  it  to  be.  nortelnetwoTks.com 


NORTEL 

NETWORKS 

How  the  world  shares  ideas. 
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Follow  The  Money 

Down 
But 
Not  Out 

The  air  has  been  let  out 
of  most  Web  stocks. 
Are  there  any  bargains 
among  the  battered  B2Bs? 
We  asked  a  few  pros. 


BY  DOLLY  SETTON 


SUN  LMAHTANI 


Kingfisher  India  Partners 


JAMES  MARKS 


Credit  Suisse  First  Boston 


SILVERLINE  TECHNOLOGIES  [SLT] 
Recent  price:  25 

Indian  companies  are  a  great  way 
to  play  the  booming  IT  services  and 
software  market.  According  to  a  De- 
cember 1999  McKinsey  study,  ap- 
proximately 40%  of  Forbes  500  com- 
panies use  the  services  of  Indian  IT 
companies. 

Reason?  It  costs  a  lot  less  to  hire 
programmers  in  Bangalore  than  in  Palo 
Alto.  The  best  way  to  play  this  market? 
One  might  consider  Infosys,  which  spe- 
cializes in  Web  enabling  old-line  Amer- 
ican companies.  It  is,  after  all,  the  Cisco 
of  South  Asia,  creating  more  million- 
aires than  any  other  company  in  India. 
But  its  AI)Ks  trade  at  180  times  next 
year's  earnings. 

Enter  the  poor  man's  Infosys:  Sil- 
verline  Technologies'  ADRs  went  public- 
June  20  at  $25,  climbed  to  $30,  and  fell 
back  to  $25.  That  puts  the  company  at 
36  times  expected  2000  earnings.  Silver- 
line  has  revenues  of  $87  million  and  net 
income  of  $16.2  million.  Mahtani  ex- 
pects  income  this  year  oi'  $26  million, 
up  60%.  He  predicts  the  stock  price  will 
double  in  2  to  3  years. 


CHECKFREE  [CKFR] 
Recent  price:  51 

Most  banks  are  way  behind  in  the  on- 
line bill-paying  business.  Already  portals 
like  Yahoo,  online  brokerages  and  others 
like  StatusFactory.com  offer  bill  paying. 
Marks  thinks  market  leader  Checkfree, 
which  hosts  bill-paying  for  Schwab, 
Yahoo  and  AOL,  will  benefit  as  thousands 
of  regional  banks  and  thrifts  rush  to  get 
connected.  Marks  predicts  the  number 
of  online-billing  households  will  increase 
tenfold  from  the  current  3.5  million.  He 
expects  Checkfree  to  be  a  winner.  Its 
stock  is  58%  off  its  high  of  $125. 


ANDREW  SEYBOLD 


forbcs  Andrew  Scybold 
Wireless  Outlook 

Aether  Systems,  Inc.  [AETH] 
Recent  price:  191 

The  wireless  Web  is  coming  and  soon 
portable  devices  will  be  common  busi- 
ness tools.  Aether  is  the  dominant 
provider  of  mobile  data  service  for  real- 
time communications  and  transactions 
across  a  range  of  devices  and  networks. 
It  recently  agreed  to  develop  a  new 


PocketBroker  wireless  trading  servi 
for  Schwab's  7  million  customers. 

According  to  Seybold,  AOL  will  so< 
roll  out  its  wireless  Instant  Messagi 
services.  Seybold  predicts  the  service  w 
be  hot.  Aether  is  developing  an  altern 
tive  service  that  should  attract  those  n 
willing  to  switch  to  AOL. 

Moneylosing  Aether's  business 
growing  fast.  Last  year  the  compa: 
had  a  mere  $6.3  million  in  revenues, 
the  first  quarter  of  2000  alone  reven 
surpassed  $5  million.  The  company  i 
cently  struck  a  partnership  with  t 
leading  ASP  in  advanced  messagin 
Critical  Path,  which  will  extend  t 
company's  services  to  cell  phon< 
Blackberry  pagers  and  Palm  devices. ! 
stock  traded  as  high  as  $345  in  Mar 
and  is  down  45%. 


CHARLES  PHILLIPS 


Morgan  Stanley  Dean  Witter 


VERITAS  [VRTS] 
Recent  price:  117 
EPIPHANY  [EPNY] 
Recent  price:  104 

One  of  the  great  things  about  W< 
commerce  is  that  companies  will  ha 
access  to  vast  amounts  of  informatk 
on  customers,  markets  and  compet 
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Sarah 


Sarah's  Insurance  Agent 


Sarah  loves  saving  time  and  money. 
Oddly  enough,  so  does  her  insurance  agent. 


■K3        «2 


MP 


Baza       BCS 


Online  auto  insurance  in  minutes.  No  agent  required. 

Quote  it.  Buy  it.  Print  it.  Esurance  puts  you  in  control  of  the  entire 
auto  insurance  process,  so  you  save  time  and  money.  You'll  find 
the  exact  coverage  you  need,  get  a  great  price,  even  print  your  own 
proof  of  insurance  card.  Visit  esurance.com  or  call  800-926-6012. 


PI 


n  esurance 

Insurance.  Only  Better." 

esurance.com 


lloa  IM  Money 


tors.  Charles  Phillips,  veteran  B2B  ana- 
lyst at  Morgan  Stanley  Dean  Witter, 
thinks  that  once  companies  become 
more  connected  to  networks,  they  suf- 
fer from  information  overload.  Com- 
panies are  facing  increases  of 
70%-100%  in  the  amount  of  data  they 
have  to  cope  with. 

Two  companies  are  coming  to  the 
rescue.  Mountainview,  Calif. -based  Ver- 
itas is  in  the  data  storage  and  manage- 
ment business.  Major  hardware  compa- 
nies, including  IBM,  Sun  and  Hewlett 
Packard,  resell  Veritas  software  to  help 
companies  manage  storage. 

Veritas'  operating  margins  this  year 
should  be  31%.  Last  year  the  company 
earned  $146  million  on  sales  of  $700 
million  and  Phillips  expects  Veritas  to 
grow  at  50%  next  year.  The  stock  is 
down  33%  since  March. 


about  Ariba  and  Commerce  One.  He 
would  rather  talk  about  two  lesser 
known  B2Bs  focused  on  outsourcing. 

Saba  Software  is  an  ASP  that  provides 
companies  and  governmental  organiza- 
tions with  the  platform  necessary  to 
train  and  educate  their  employees  and 
partners.  Says  Austrian,  "Human  capital 
is  the  scarcest  resource  of  the  21st  cen- 
tury. Maintaining  competence  will  be 
the  key  challenge  for  the  labor  force." 

Using  Saba's  software,  companies  can 
network  their  employees  and  those  of 
their  partners  for  online  education.  Saba 
hosts  and  manages  the  network  while  the 
companies  provide  the  content. 

Cisco,  for  example,  uses  Saba's  sys- 
tem to  educate  and  train  its  executives 
and  business  partners.  Ford  does  the 
same.  Saba  earns  subscription  fees;  for 
calendar  2000  Austrian  expects  rev- 


Companies  face  increases  of 

70%  to  100%  in  the  data  they 

have  to  cope  with.  Veritas  and 

E.piphany  to  the  rescue. 


Phillips  also  likes  E.piphany,  a  com- 
pany in  what  is  being  called  Web  data 
analytics.  Its  software  sucks  informa- 
tion out  of  just  about  any  source,  from 
third-party  commercial  databases  to 
legacy  systems,  and  delivers  critical  de- 
tailed information  about  customers.  It 
also  helps  clients  design  marketing 
plans  based  on  the  information. 

Phillips  expects  E.piphany  to  post 
$93  million  in  revenues  this  year,  up 
from  $19  million  last  year.  Its  stock  is 
down  68%  from  its  high. 


ROBERT  AUSTRIAN 


Banc  of  America  Securities 


SABA  SOFTWARE  [SABA] 

Recent  price:  23 
DIGITAL  INSIGHT  [DGIN] 

Recent  Price:  34 

As  Banc  of  America  Securities'  B2B 
guru,  Robert  Austrian  spends  most  of 
his  time  answering  client  questions 
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enues  of  $30  million  versus  $6  million  a 
year  ago.  The  stock  is  at  $23.  Austrian 
thinks  it  is  going  to  $50. 

Another  outsourcer  Austrian  likes  is 
Digital  Insight.  This  company,  like 
Checkfree,  is  in  the  business  of  Web  en- 
abling banks.  However,  while  Checkfree 
focuses  primarily  on  electronic  bill  pay- 
ment, Digital  Insight  handles  a  bank's 
entire  Internet  presence. 

"Only  5%  of  U.S.  households  are 
doing  online  banking,"  says  Austrian. 
"This  market  is  going  to  explode."  Dig- 
ital Insight  should  have  revenues  of  $50 
million  in  2000  and  Austrian  expects  it 
to  break  even  next  year. 


TIMOTHY  QUINLISK 


John  Hancock  Large  Cap  Value 


AC  NIELSEN  [ART] 
Recent  price:  25 

Speaking  of  data,  A.C.  Nielsen  is  an  es- 
tablished data  company  that  looked  in 


the  e-commerce  mirror  and  made 
change.  Nielsen  is  a  leader  in  two  ok 
line  businesses:  consumer  measure 
ment  data  both  for  manufacturers  an 
retailers,  such  as  Coca-Cola  and  Wa 
Mart;  and  TV  measurement  data  i 
countries  outside  the  U.S. 

These  businesses  are  growing:  T 
ratings  abroad  are  benefiting  from  th 
rise  of  cable  and  the  added  sophistica 
tion  of  advertisers.  "Nobody  has  th 
kind  of  footprint  [A.C.  Nielsen]  has  i 
TV  ratings,"  says  Quinlisk.  The  firr. 
also  has  plenty  of  long-term  contract 
of  up  to  three  years  which  generat 
consistent  earnings. 

Now  the  firm  is  invested  in  NetRat 
ings,  a  company  that  measures  Interne 
usage,  and  is  starting  a  new  e-ratinj 
company  outside  the  United  State? 
Quinlisk  is  betting  e-commerce  wi 
take  off  and  Nielsen,  with  its  stron 
brand,  with  it. 

Ironically,  the  company's  new  We 
foray  is  one  reason  the  stock  is  cheap 
the  e- ratings  investment  has  depressec 
reported  earnings.  A.C.  Nielsen  is  sell 
ing  for  less  than  8  times  trailing  caslj 
flow  or  1 7  times  next  year's  earnings. 

Quinlisk  says  that  if  you  add  up  thJ 
value  of  the  company's  parts,  the  stoq 
should  be  selling  at  $45. 


ROBERT  TURNER 


Turner  Growth  Equity  Fund 


CORNING  [GLW] 

Recent  price:  260 

Remember  cookware  maker  Corning 
Well,  it's  out  of  that  business  and  i: 
instead  smack  in  the  center  of  th( 
convergence  of  telecommunications 
computer  and  television  technology 
B2Bs  need  to  communicate  at  highei 
speeds  and  Corning  helps  create  the 
optical  networks  necessary  to  do  this 
Last  year  Corning  had  revenues  of  $4.7 
billion,  mostly  from  raw  optical  fibei 
and  fiber-optic  cable.  Corning  has  made 
some  smart  acquisitions  and  diversified 
into  products  like  optical  switches  and 
pump  lasers,  and  Turner  projects 
earnings  can  grow  at  30%  over  the  next 
three  to  five  years.  He  thinks  the  stock 
price  will  hit  $350  in  the  next  year.    F 
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riasncoms  >_nieT  lecnnoiogy  v-micer  -  rncnaei  jones. 
"AT&T  Business  Network  gave  us  a  single-source. 
Web-based  networking  solution  that  easily  keeps  up 
with  our  company's  rapid  expansion." 


Hurry,  I'm  on  Internet  time.  Rashcom,  one  of  the  nation's 

leading  broadband  service  providers,  wanted  a  more  innovative  and  cost-effective  communications 
network  that  adapts  as  their  company  expands. They  also  wanted  to  manage  the  solution  in 
a  Web  environment.  AT&T  Business  Network  provided  Flashcom  an  integrated  network 
solution  consisting  of  a  full  range  of  data,  IR  wireless,  local,  international  and  long  distance 
services.  All  through  one  contract,  one  monthly  bill  and  a  single  point  of  contact  for  cus- 
tomer care.  And,  AT&T  Business  Network  allows  Flashcom  to  order  services,  track  maintenance 
requests  and  pay  charges  -  all  online.  If  your  company  wants  simplicity  and  cost-effectiveness  from 
a  company  that  can  grow  with  you,  let  AT&T  Business  Services  take  you  there  -  now. 


: 


AT&T 


Business  Services   I    I  800  ATT- 3  1 99   I    www.att.com/business   services 


stoked. 


How  to  build  a  campfire: 


Light  match. 

Apply  flame  to  kindling. 

Enjoy. 


fig.  1 


smoked. 


Purchase  camping 
gear  and  food. 


How  to  build  a  campfire: 


Pitch  tent,  unload  gear,  chop 
kindling,  and  wait — cold  and 
hungry — until  wood  dries. 


Sign  up  for  wilderness 
survival  course. 


Light  fire  and  enjoy  in 
the  company  of  your 
new  forest  friends. 


Study  The  Pyromaniac's 
Guide  and  bring  lighter 
fluid  just  in  case. 


Arrange  to  be 
flown  to  remote 
pine  forest. 


Mission  accomplished  in 
just  under  7  days. 


Pandesic's  commei  :  allow  you  to  sell  to  and  service 

your  customers  anyv  We  understand  that  you  need 

speed  to  market,  scalaL  ;ency,  and  access  to  expert 

services  to  succeed  in  the  Before  you  choose  a 

partner,  know  the  difference.  Kn  ter. 


www.pandesic.com  or  1-888-349- 


^pandesic. 


the  commerce  platform 


rbrbes.com 

Best  The  Web 


The  B2B  horse  race  is  off,  and  just  out  of  the  starting  gate  are  more  than 

1,000  Web  marketplaces  that  have  been  announced  in  the  past  year  or  so. 
On  the  following  pages  our  editors  have  conferred  with  industry  experts  to 
come  up  with  a  handicapping  of  B2B  companies.  The  result  is  200  of  the 
most  promising  B2Bs  in  each  of  25  different  industries.  Each  company  was 
judged  on  its  strategy,  its  execution,  its  financial  staying  power  and  its  Web 
site.  Most  of  the  exchanges  that  made  our  list  are  already  open  for  business. 
A  few,  however,  are  little  more  than  bold  plans  t  Key: 
with  lots  of  potential.  As  older  established  compa- 
nies enter  the  race,  it  will  be  increasingly  difficult 
to  tell  the  real  B2Bs  from  the  B2B  wannabes.  Ex- 
pect this  list  to  change  significantly  in  a  year's 
time.  New  exchanges  will  be  formed,  mergers  will 
combine  others  and  many  of  the  bold  announce- 
ments we've  heard  will  fail  to  materialize. 


Business  Models 

Marketplace:  Exchanges, 

auctions,  MROs,  and  online 

communities. 

Enabler:  Firm  that  provides 

the  technology  and 

expertise  for  creating  B2B 

marketplaces  and 

applications. 

ASP:  Application  Service 

Provider.  Companies  that 

run  and  host  software  for 

other  companies  who  access 

it  over  the  Web. 


3 


ink  we  missed  your  B2B  company?  Go  to  forbesbest.com  and  click  on  B2B  Survey. 
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By  Alexandra  Alger 

The  Internet  is  taking  off 
in  the  $400  billion 
aerospace  industry. 
Why?  The  average 
aircraft  has  3  million 
parts— from  bolts  to  wing 
pieces  to  air-conditioning 
systems— and  many 
suppliers.  The  spare  parts 
market  alone  is 
$30  billion. 

Big,  original-equipment 
manufacturers  are 
starting  to  let  customers 
order  parts  online.  Last 
year  airlines  bought 
$400  million  worth  from 
Boeing.  Now  exchanges 
are  springing  up.  Existing 
sites  are  mostly  startups, 
but  industry  giants  are 
coming  on  strong. 
Boeing,  Lockheed  Martin, 
Raytheon  and  BAE 
Systems  are 
collaborating  on  an 
industry-wide  exchange, 
which  will  go  live  soon. 
United  Technologies  and 
Honeywell  are  readying 
another  marketplace, 
called  MyAircraft.com; 
AAR  Corp.  and  SITA  will 
launchAerospan.com. 
The  airlines,  too,  are 
partnering  to  launch 
virtual  malls. 

Will  industry-backed 
exchanges  crush  the 
smaller  players? 
Stay  tuned. 


flVQJQ 


(Private) 


www.avolo.com 

CHIEF  EXECUTIVE:  Andrew  Fedak 

MODEL  Marketplace 

DESCRIPTION:  Launched  May  31  this  exchange 
aims  to  make  online  parts  shopping  a  little  easier 
than  the  current  leader,  ILS  (see  below).  Buyers 
don't  have  to  scan  a  list  before  sending  out  re- 
quests for  price  quotes;  they  can  automatically 
send  e-mail  to  suitable  suppliers.  Avolo  expects  to 
set  up  auctions  and  a  leasing  service;  next  year 
they  plan  to  offer  tools  ^g^oLo 
to  help  airlines  better  s 
track  inventory  needs. 
To  draw  users,  quotes 
on  Avolo's  4  million 
parts  are  free  until  2001, 
when  the  site  will  begin 
charging. 

CLIENTS:  Volvo  Aero  Services/Jet  Support  LLC, 
Barry  Controls. 

BUZZ:  Early  users  say  the  site  is  easy  to  use.  Given 
competitors  like  ILS,  it's  too  soon  to  tell  whether 
Avolo  will  succeed  in  carving  out  a  niche. 

General  Electric  Aircraft 

Engines (ge) 

www.geae.com 

CHIEF  EXECUTIVE:  W.  James  McNern 

MODEL  Marketplace 

DESCRIPTION:  GE's  $10.5  billion  aircraft  engine 
unit  is  among  the  fastest-moving  big,  original- 
equipment  makers  to  do  business  online.  On  cus- 
tomized Web  pages,  airlines  can  order  engine 
parts,  submit  warranty  claims,  get  repair  work 
updates  and  look  up  service  manuals.  With  most 
of  its  300  customers  expected  to  be  hooked  up  in 
the  next  few  months,  GE  predicts  online  sales  will 
reach  $1  billion  by  year's  end.  GE  is  also  setting  up 
a  separate  site  for  its  500  suppliers  and  hopes  to 
see  big  cost  savings  in  holding  auctions  for  mate- 
rials purchases. 

CLIENTS:  American  Airlines,  Southwest  Airlines, 
\ir  Lines,  Continental  Airlines,  Alitalia. 
':■  Without  dot-com  help,  GE  is  way  ahead  of 
a  ■  s  in  B2B  (see  story  p.  38). 


Invt     'ry  Locator 

SeilL  (Pjmte) 

www.ilsma 

CHIEF  EXECb  Iangsen 

MODEL  Market, 

DESCRIPTION:  Now  2 1  yeaj     >ld,  ILS  was  the  aero- 


space industry's  first  electronic  marketplace,  an 
it  is  by  far  the  largest.  A  unit  of  aviation  parts  di; 
tributor  Aviall  Inc.,  ILS  has  a  database  of  5  billio 
new  and  surplus  aircraft  and  marine  parts  (909 
aircraft).  Some  4,000  subscribers  pay  $400 
month  to  list  inventory  or  search  for  parts.  Whe 
buyers  identify  a  part  they  want,  ILS  sends  out  re 
quests  for  quotes  by  e-mail.  A  popular  item 
records  of  the  last  five  times  the  Department  c 
Defense  bought  a  part  and  at  what  price. 
CLIENTS:  United  Technologies,  Boeing,  Raytheor 
BUZZ:  ILS  is  the  leader  but  expect  it  to  lose  groun 
as  competitors  rush  in. 


PartsBase.com 


(PBIS 


www.partsbase.com 
CHIEF  EXECUTIVE:  Robert  Hammond 
MODEL  Exchange 

DESCRIPTION:  PartsBase  has  been  working  har< 
to  build  up  its  user  base,  most  recendy  by  hirin 
55  salespeople.  The  result  so  far:  4,000  subscriber 
paying  a  negotiated  (and  for  now,  small)  annua 
fee  to  list  and  find  parts.  The  site  boasts  2.00(| 
suppliers  who  have  posted  27  million  items.  I 
also  holds  auctions,  1      jm 
but  volume  so  far  has 
been     small.     Soon 
PartsBase  will  be  able 
to  bill  customers  elec- 
tronically. Also,  news 
and  2,400  job  listings. 

CLIENTS:  Honeywell,  Boeing,  Federal  Express 
Northrop  Grumman  Aviation. 
BUZZ:  Bigger  and  better  capitalized  than  othe: 
startups,  but  it  faces  the  same  threat  from  indus 
try  competition.  Executives  say  they're  looking  a 
new  revenue  streams,  like  private-labeling  the 
technology  model  to  other  exchanges. 


TradeAir 


(Private] 


www.tradeair.com 

CHIEF  EXECUTIVE:  William  Morales 

MODEL  Marketplace 
DESCRIPTION:  TradeAir  wants  to  be  more  than  ar 
exchange.  It  wants  to  handle  consignments — ne- 
gotiating parts  sales  online  for  sellers — for  a  cut  01 
the  revenue.  With  40,000  square  feet  of  warehouse 
space,  it  will  also  take  possession  of  merchandise 
For  marketplace  users,  the  site  offers  "trade  facili 
tators"  who  answer  questions  and  move  a  sale] 
along.  For  now,  sellers  can  use  the  marketplace  for 
free;  by  year's  end,  they'll  have  to  pay. 
CLIENTS:  Honeywell,  Bridgestone  Aerospace  Tire. 
BUZZ:  Founder  Morales  owns  an  original  equip 
ment  and  surplus-parts  business  called  Tracer 
Corp.  Will  clients  like  Honeywell  continue  to  list 
surplus  goods  given  MyAircraft.com?  f 
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JyRobWherry 

lelieve  it  or  not,  50%  of 
armers  have  Web 
Lccess.  Agriculture  is  an 
1825  billion  a  year 
idustry.  Its  scope 
icludes  machinery, 
1  eed,  feed,  sales  of  crops 

nd  cattle  and  animal 
:  ealth  products.  The 
i  larketplace  for  buying 
nd  selling  these  items  is 
lefficient,  with  farmers 
sually  resigned  to 
elling  or  buying  items 
jcally,  where  prices  may 
ot  be  competitive. 
Dozens  of  B2B 
ij  xchanges  have  been 
armed.  They  typically 
reak  down  into  sites 
lat  deal  in  inputs  and 
i  utputs— the  ingredients 

eeded  to  run  a  farm  or 
.  leend  products  of  the 
ard  work.  Most  of  these 
xchanges  make  money 
y  taking  a  fee,  usually  a 
ui2w  percentage  points  of 
ales.  The  field  is 
I  urrently  crowded  with 
|  oung  dot-coms. 
J  All  eyes  are  on 
|  .ooster.com,  which  is 
upported  by  industry 
iants  Cargill,  DuPont  and 
Jenex.  Rooster  is,  for 
.«  ow,  an  information-only 
lite.  However  that  will 
voon  change.  So,  it  may 
£  e  too  soon  for  these  sites 
)  count  their  chickens. 


CyberCrop.com 


(Private) 


www.cybercrop.com 

CHIEF  EXECUTIVE:  Scott  Deeter 

MODEL  Marketplace 

DESCRIPTION:  CyberCrop.com's  24/7  exchange 
enables  producers  of  corn,  wheat  and  soybeans 
to  conduct  cash  transactions  with  grain  buyers. 
Suppliers  can  review  and  compare  bids  from 
many  buyers.  Cybercrop  takes  a  small  fee  from 
each  transaction.  Producers  can  direct  Cyber- 
Crop  to  calculate  the  best  bid,  adjusting  for  the 
buyer's  discount,  premium  schedules  and  freight 
costs.  Producers  may  accept  the  best  bid  as  pre- 
sented or  make  a  counteroffer.  The  site  has  plenty 
of  news  and  weather.  Unfortunately  there  is  no 
ability  to  hedge  transactions  and  the  site  has  not 
yet  linked  up  with  a  partner  to  handle  freight. 
CLIENTS:  Suppliers:  Large  ag  co-ops  including 
Consolidated  Grain  and  Barge,  Pawnee  County 
Co-op,  Farmland  Service  Co-op. 
BUZZ:  Among  the  proliferation  of  ag  B2Bs,  this 
site  boasts  a  pedigree  stamped  with  the  backing 
of  Internet  Capital  Group. 


DirectAg.com 


(Private) 


www.directag.com 

CHIEF  EXECUTIVE:  Kip  Pendleton 

MODEL  Marketplace 

DESCRIPTION:  St.  Paul,  Minn-based 
DirectAg.com  wants  to  Webify  farmers  to  help 
them  purchase  everything  from  animal  health 
products,  seed  and  machinery  to  financial  prod- 
ucts. Farmers  can 


apply  for  an  in- 
stant line  of  credit 
and  buy  seed.  The 
financial  products 
are  unique  to  the 
site — farmers  can  get  all  their  banking  needs  here 
including  credit  cards  and  loans.  The  site  also  has 
custom  weather  reports. 

CLIENTS:  Farmers.  Suppliers  include  Agway,  Fort 
Dodge,  Royal  Bank  of  Canada,  Farm  Credit  Ser- 
vices and  Stine  Seed. 

BUZZ:  Minnesota  Governor  Jesse  Ventura  showed 
up  to  help  launch  their  site. 


Emerge  Interactive 


www.emergeinteractive.com 
CHIEF  EXECUTIVE:  Charles  Abraham 

MODEL  ASP/Marketplace 

DESCRIPTION:  Ropes  in  the  cattle  industry  with 
online  management  products  that  allow  breeders 
to  keep  track  of  herds.  The  site  runs  the  Cattle- 
men's Information  Network,  CyberStockyard 


and  has  acquired  Jordan  Cattle  Auction  and  East- 
ern Livestock  Co.  Users  can  track  cattle  from  pur- 
chase to  slaughter.  By  conducting  cattle  auctions 
and  sales  over  the  Web,  Emerge  hopes  to  mini- 
mize transport  and  handling  of  the  cattle  which 

will  reduce  costs.  A 
health  certification  pro- 
gram manages  vaccina- 
tions and  other  health 
angles.  An  infrared 
imaging  system  allows 
farmers  to  detect  fevers 
and  other  illnesses  in  the  herd.  Smart  Cow  is  a 
downloadable  readout  of  the  cattle's  perfor- 
mance. Reported  $38  million  in  revenues  in  the 
first  quarter  of  2000,  up  from  $605,000  last  year. 
CLIENTS:  Cattle  industry  members:  Ranchers, 
feedlots,  packers. 

BUZZ:  One  of  the  first  in  the  sector  to  test  the  IPO 
waters.  This  ICG-backed  cattle  portal  raised  more 
than  $90  million  earlier  this  year  by  selling  8  mil- 
lion shares.  Stock  was  at  a  high  of  $70  but 
dropped  to  $9  before  recently  recovering  to  $18, 
$3  above  its  offering  price.  Emerge  is  set  to  launch 
an  expanded  roster  of  products  including  Inter- 
active Veterinarian,  Nutritionist  and  Producer.  So 
far  the  top  site  in  the  cattle  business. 


1 


Farmhid.com 


(Private) 


www.farmbid.com 

CHIEF  EXECUTIVE:  Ted  Farnsworth 

MODEL:  Marketplace 

DESCRIPTION:  Old  McDonald  meets  the  Internet 
revolution.  Site  auctions  off  everything  from 
tractor  parts  to  black  Simmental  bulls.  Also  has 
an  e-commerce  angle  where  farmers  can  pick  up 
a  Pet  Barn  or  a  tie  down  ratchet,  for  example. 
Well-designed  site  also  has  excellent  weather  up- 
dates and  scrolling  commodities  ticker.  Special 
section  for  FFA  (formerly  Future  Farmers  of 
America)  members. 
CLIENTS:  Farmers  small  and  large. 
BUZZ:  Site  was  founded  by  an  ex-hedge  fund 
manager  and  is  jam  packed  with  information  and 
resources — even  for  the  farmer's  wife.  Could  see 
it  leading  the  pack. 


4EMBS)    Farms.com 


-{Private} 


www.farms.com 

CHIEF  EXECUTIVE:  Robert  Sparks 

MODEL  Marketplace 

DESCRIPTION:  Traditionally,  farmers  have  been  at 
the  mercy  of  local  grain  mills  or  livestock  outfits 
that  dictate  price.  The  site  claims  to  give  the  little 
guy  a  chance  to  test  the  marketplace  for  more 
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competitive  pricing  by  opening  the  process  to  more  national  in- 
terests (farmers,  breeders,  food  processors).  For  example,  the  site 
has  exchanges  for  cattle,  swine,  feed,  ag  chemicals  and  animal 
health  products  like  vaccinations.  Hay,  cotton,  rice  and  poultry 
also  get  play  on  the  site.  Updated  weather  reports  are  included. 
CUENTS:  Farmers. 

BUZZ:  In  the  first  indication  that  this  sector  could  be  ripe  for 
consolidation,  Eharvest,  another  ag  Web  site,  merged  with 
Farms.com  earlier  this  year.  It  also  secured  an  investment  pack- 
age with  Vtraction.com,  the  Internet  arm  of  Rabobank,  the  giant 
European  ag  financial  institution. 


order  to  keep  customers  and  suppliers  coming  back.  In  othe 
words,  now  that  farmers  have  discovered  the  Internet,  DuPor 
and  Cargill  can't  throw  their  weight  around  as  they  traditional] 
have  done.  The  auction  and  e-commerce  sites  are  under  cor 
struction  and  won't  be  open  until  later  this  year,  but  look  for  th 
site  to  take  a  large  portion  of  the  market. 


XSAg.com 


(Privati 


Rnoster.com 


(Private) 


www.rooster.com 

CHIEF  EXECUTIVE:  Gary  Carlson 

MODEL  Marketplace 

DESCRIPTION:  When  this  site  launches  later  this  year  it  will  be  a 
two-way  marketplace  for  inputs  and  outputs — farmers  can  buy 
seed  and  then  sell  their  crop.  Rooster  was  formed  by  a  consor- 
tium of  ag  heavyweights  including  DuPont,  Cargill  and  Cenex 
Harvest  Systems.  Site  is  nicely  laid  out  with  easy-to-read  weather 
reports,  news  and  current  commodity  prices.  Will  funnel  users 
through  three  portals:  Marketplace  (buying  and  selling),  Com- 
munity Center  (share  information  between  users)  and  Mall  (a 
place  to  browse  storefronts). 
CUENTS:  Farmers. 
BUZZ:  This  site  needs  to  be  the  Switzerland  of  the  ag  sector  in 


www.xsag.com 

CHIEF  EXECUTIVE:  Fulton  Breen 

MODEL  Marketplace 
DESCRIPTION:  A  hybrid  e-commerce  and  auction  site  based  i 
Raleigh,  N.C.  catering  to  farm  inputs,  like  seed,  feed,  aninu 
health  and  equipment  parts.  Has  excellent  search  features,  in 
eluding  Xpert  Shopper,  which  weeds  through  the  morass  c 
different  part  numbers  to  help  users  find  the  right  one  (num 
bering  methods  can  vary  from  manufacturer  to  manufac 
turer).  Also  has  unique  freight  booking  system.  Users  can  se 
how  much  it  will  cost  to  have  items  shipped.  Same  search  ca 
pabilities  exist  for  chemicals  portal.  Claims  to  have  40,00 
users.  It  also  says  it  can  hit  S100  million  in  revenue  this  yea: 
but  that's  doubtful.  The  site  uses  the  transaction  method  t 
generate  revenues. 
CLIENTS:  Farmers. 

BUZZ:  Later  this  year  it  will  add  an  animal  health  portal.  Secure 
investment  and  marketing  deal  with  Meredith  and  its  Successfi 
Farmer  magazine. 


OuestLink 


id 

ee-commerce. 


No,  it's  not  a  typo.  It's  a  new  way  of  business  for  electronic  engineering  professionals.  With  more  than  210,000 
registered  users  QuestLink  com  is  the  leading  Web  marketplace  for  the  electronic  engineering  community.  QuestLink.com 
gives  the  engineering  community  the  timely  technical  content  they  need  to  research,  compare  and  buy  electronic  components, 
hardware  and  software  tools.  It's  the  combination  of  in-depth  technical  content  and  e-commerce  capability  that  will  shorten 
time-to-market  in  the  development  of  next  generation  electronic  systems. 

Led  by  veterans  of  the  semiconductor  industry,  QuestLink  is  redefining  commerce  for  the  electronics  industry.  We  call  it 
ee-commerce.  You'll  call  it  one  heck  of  an  opportunity. 


QUESTLINK 


commerce  site  for  the  electronics  industry. 
www.questlink.com 
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Evolve 


vmiK 


roressiona 


services 

get 

connected 


I  i 


I 


■ 


How 
do  leading-edge  professional 
services  organizations  meet  the  chal- 
lenges of  the  new  services   economy?  By 
Connecting  the  Service  Chain™ 'with  e-business 
solutions  from  Evolve.  With  Evolve,  organizations  become 
nimbler.  Smarter.  More  adaptive.  They  seize  opportunities 
and  build  teams  more  effectively.  And  because  Evolve  offers 
the  only  end-to-end  Service  Chain  solution,  you  are  able  to 
connect  the  right  people  with  the  right  knowledge  to  the  right 
projects,  every  time. The  end  results?  Streamlined  operations.  A 
far  more  effective  deployment  of  resources.  Greater  employee 
and  customer  satisfaction.  And  perhaps  most  importantly, 
maximized   profitability  and  continued   long  term  success. 

Get  the  solution  that  is  already  the  choice  of  leading 

professional  services  organizations.  Connect  with  us  at 

www.evolve.com,  or  call  (888)2-EVOLVE.  Because 

in  this  evolving,  services-dominated  world, 

good  connections  make  all  the  difference. 

Evolve.  Connect.  Thrive?1 


I 


VO|VE 


AUTOMOTIVE 


Covisint 


(PrMl 


By  Doug  Donovan 

Have  you  ever  waited 
weeks  for  your  car 
because  your  mechanic 
couldn't  locate  the  right 
part?  If  the  new 
marketplaces  catch  on— 
and  aren't  squashed  by 
the  Big  Three 
automakers— those  days 
will  be  over. 

Trading  parts— used 
and  original— has  so 
much  potential  that 
General  Motors,  Ford  and 
DaimlerChrysler  set  aside 
their  fierce  competition 
to  start  Covisint. 

According  to  Forrester 
Research,  68%  of  sales 
for  automotive  materials 
will  be  conducted  over 
the  Internet  by  2004, 
which  translates  to  about 
$411  billion  in  industry 
spending  online.  Auto 
shops  will  be  able  to 
reduce  the  amount  of 
inventory  they  have 
sitting  on  their  shelves. 
The  suppliers'  chief 
concern  is  that  Internet 
distribution  of  their 
products  will  expose  their 
cost  structures  and  allow 
manufacturers  to  s,     eze 
prices  and  kill  margin. 

As  long  as  Covisint 
focuses  on  its  original 
parts  and  cars, 
AutoTradeCenter.com 
and  AutoDaq.com,  which 
focus  on  trading  used 
parts,  should  farewell. 


Autovia 


(Private) 


www.rapidautonet.com 

CHIEF  EXECUTIVE:  Rod  Georgiu 

MODEL  Marketplace 

DESCRIPTION:  Autovia's  marketplace  aims  to 
connect  parts  distributors  and  repair  shops  that 
already  do  business.  The  site  gives  garages  a  wider 
choice  from  nearby  dis- 
tributors than  they  may 
have  had  before.  Free  to 
all  buyers  of  parts  at  a 
3%  transaction  fee  for 
parts  sellers. 

CLIENTS:  Saturn  of  San  Francisco,  Auto  Technol- 
ogy of  Sacramento. 

BUZZ:  Investor  Hearst  Publications'  sales  force  to 
sell  subscriptions  to  Autovia. 


CarStation.com 


(Private) 


www.carstation.com 

CHIEF  EXECUTIVE:  Ronald  Goldsberry 

MODEL  Marketplace 

DESCRIPTION:  CarStation  is  targeting  the  repair 
shops  and  parts  suppliers  that  repair  your 
wrecked  car.  They  also  fold  insurance  companies 
into  the  mix.  The  company  builds  and  maintains 
the  Web  sites  of  repair  facilities  that  subscribe.  In- 
surance companies  can  then  access  those  individ- 
ual sites  to  schedule  repairs  and  provide  their  cus- 
tomers with  information  on  the  best  shops. 
CLIENTS:  Mitchell  International,  ABRA  Auto  Body 
&  Glass. 

BUZZ:  CarStation's  technology  will  be  used  in 
Progressive's  800  body  shops. 


Cobalt  Group 


(CBLT) 


www.cobaltgroup.com 
CHIEF  EXECUTIVE:  John  Holt 

MODEL  Enabler 

DESCRIPTION:  Cobalt  Group  has  built  Web  sites 
for  5,600  automotive  dealerships  and  it  now 
boasts  a  database  of  48  million  parts.  Cobalt  is 
well-positioned  to  be  a  leader  in  online  trading  of 
original  parts.  It  is  posi- 
ng itself  to  be  a 
hub  for  transactions  in- 
ng  cars  coming  off 
md  trade-ins. 
Daimler- 
Krifty  Car  Sales. 

•Chrysler's  2,100  dealerships  will  use 
for  Web  design  and  Thrifty  Car 
v\  >alt  for  Internet  services. 


BL 

Cob^ 

Sales 


www.covisint.com 

CHIEF  EXECUTIVE:  Not  Available 

MODEL  Marketplace 

DESCRIPTION:  This  is  still  nothing  more  thanl 

promise  from  the  Big  Three:  Ford,  General  Ml 

tors  and  DaimlerChrysler,  which  together  pul 

chase  more  than  $250  billion  a  year  in  parts  i 

services.  The  site  will  combine  the  existing 

house  exchanges  of  GM  and  Ford  and  conne 

them  with  their  suppliers.  With  a  common  pld 

form,  they  hope  to  standardize  how  automot 

transactions  happen  online.  If  the  site  is  sue 

ful,  it  could  reduce  new-model  design  cycles  fro 

40  months  to  15  months. 

CLIENTS:  Johnson  Controls,  Meritor  Autom^ 

tives,  Federal-Mogul 

BUZZ:  Antitrust  issues  loom  over  this  Exchange^ 


IstarXchange 


if 


www.istarxchange.com 
CHIEF  EXECUTIVE:  Edward  J.  O'Leary 
MODEL  Marketplace 
DESCRIPTION:  With 
Toyota  and  12  Tech- 
nologies behind  it,  Is- 
tarXchange will  be  a 
major  player  in  trading 
parts.  Its  target  is  the 

200,000  businesses  trading  in  the  auto  replac 
ment  parts  market.  Will  help  suppliers,  war 
house  distributors  and  auto  parts  chains  locad 
price,  order  and  fulfill  automotive  service  parts] 
CLIENTS:  Supply-chain  participants  within  u] 
aftermarket  parts  industry. 
BUZZ:  Even  though  Toyota  has  agreed  to  beB 
member  of  Covisint,  Toyota  will  not  funnel  trafiH 


away  from  IstarXchange.com. 

Manheim  Online 


(Prisat 


www.manheim.com 

CHIEF  EXECUTIVE:  Hal  Logan 

MODEL  Auction 

DESCRIPTION:  Manheim  Interactive,  a  subsidial 

of  Manheim  Auctions,  serves  as  an  online  sal 

outlet  for  corporations,  financial  institution 

and  dealerships  that  want  to  resell  leased  an 

turned-in  cars.  Customers  utilize  auto  auctiol 

to  remarket  their  previously  owned  automobile 

In  1999  it  sold  40,000  cars  online  for  a  wholesa 

value  of  $615  million.  Monthly  membersh 

fee  $50. 

CLIENTS:  Ford,  General  Motors,  Lexus. 

BUZZ:  With  its  membership  base  and  reveni 

stream,  Manheim  is  expected  to  dominate  i 

market. 
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NECXs  Global  Electronics  Exchange  gives  300,000 
registered  users  access  to  $30  billion  of  inventory. 

BWith  more  than  $1/2  billion  in  annual  trading 
volume,  "dotcom"  is  only  part  of  the  story. 


This  is  where  it  all  comes  together,  one  of  the  world's 
largest,  fastest  growing  —  and  most  liquid  —  centralized 
markets  for  electronic  components,  computer  products  and 
networking  equipment. 

The  Global  Electronics  Exchange  unites  the  market  making 
power  of  NECX.com  with  VerticalNet's  popular  Advanced 
Technologies  and  Communications  Communities.  The  result 
is  an  innovative  "bricks  and  clicks"  digital  marketplace.  A 
unique  combination  of  content,  communities  and  commerce 
that's  solving  today's  mission-critical  inventory  problems. 


In  real  time,  more  than  300,000  purchasing,  engineering 
and  management  professionals  from  129  countries  can 
share  knowledge  and  conduct  anonymous  transactions. 
Hundreds  of  industry-sawy  traders  provide  advice  and 
assistance.  And  everything's  supported  by  extensive  back 
office,  quality  assurance,  fulfillment  and  logistical  capabilities, 
plus  a  worldwide,  world-class  IT  infrastructure. 

Want  a  firsthand  look  at  the  trading  hub  for  the  electronics 
business?  You'll  find  it  at  NECX. corn's  Global  Electronics 
Exchange.  Call  800-922-6327,  orvisitwww.necx.com 
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www.necx.com 


GLOBAL  ELECTRONICS   EXCHANGE 

ASIA      ■      AMERICAS       •      EUROPE 
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-[  www.bmc.com  ]- 


THE    CONSTANT    AND    rapid     CHANGES 


IN  TECHNOLOGY  HAVE  LEFT  ROOM 
FOR  ONLY  TWO  KINDS  OF  E-BUSINESSES: 
THE     QUICK     AND     THE     DEAD. 

It's  no  longer  business  as  usual.  For  you,  or  your  competition. 
Which  is  why  nearly  all  the  Fortune  500®  rely  on  us  to  survive— 
and  thrive-in  today's  ever-changing,  unpredictable  environment. 

We  are  BMC  Software.  The  world's  leading  provider  of  systems 
management  solutions.  Software  that  keeps  your  business-critical 
applications  up  and  running  around  the  clock.  We  offer  the 
fastest  implementation  of  the  most  comprehensive  e-business 
management  systems.  And  our  exclusive  OnSite™  program  is  your 
seal  of  assurance  that  your  e-business  will  be  on-line,  all  the  time. 

For  more  information,  visit 

us  at  www.bmc.com.  We'll  be  <%  DITIC 

there.  We're  always  there.  Assuring  Business  Availability™ 
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CHEMICALS 


CamhridgeSoft.com 


(Private) 


www.cambridgesoft.com 

CHIEF  EXECUTIVE:  Michael  G.  Tomasic 

MODEL:  ASP 

DESCRIPTION:  CambridgeSoft  is  best  known  for 
its  ChemOffice  suite,  a  desktop  program 
launched  in  the  1980s  that  lets  laboratory  scien- 
draw    chemical 


By  Chana  R. 

Schoenberger 

At  last  count  there  were 
no  fewer  than  56  B2B 
chemicals  companies. 
And  why  not?  Chemicals 
are  a  $1.7  trillion 
worldwide  market.  On  the 
surface,  chemicals  seem 
like  the  perfect  product 
for  B2B— especially  in  the 
commodity  or  basic 
chemicals  sector. 
Products  are  fairly 
standardized  and 
transaction  costs  could 
decline  steeply  with  the 
help  of  the  Web.  But  most 
chemicals  can't  just  be 
ordered  off  the  Internet 
and  shipped  via  UPS. 
Safety,  quality  controls 
and  strict  governmental 
regulations  mean  the 
supply  chain  is 
complicated  and  difficult 
to  attack.  Many  of  the 
newcomers  haven't 
worked  all  this  out. 
Expect  them  to  fade 
away.  But  even  the 
survivors  may  face 
trouble  ahead.  Says 
investment  banker  Peter 
Young,  who  runs  Ins  own 
chemical  banking 
boutique:  "A  great 
the  value-added  is  i 
producing  the  produc 
and  only  a  small  amoui 
of  it  is  in  processing  the 
order."  Unfortunately, 
order-processing  is  what 
the  Internet  does  best. 
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tists 

structures  and  store 
them  in  a  graphic- 
searchable  database. 
Now  the  company  has 
a  Web-enabled  version  of  the  program  that  offers 
a  company's  chemical  database  online  or  in  CD- 
ROM  form.  The  program  works  as  groupware  to 
allow  a  geographically  distant  project  team  to 
work  together  on  a  chemical  compound  or  as  an 
online  catalog  to  sell  chemicals.  CambridgeSoft 
also  sells  chemicals  from  its  own  Web  site. 
CLIENTS:  Procter  &  Gamble,  other  chemical  com- 
panies; some  250,000  people  use  ChemOffice. 
BUZZ:  The  company  has  already  launched 
ChemOffice  Webserver  2000,  the  latest  version  of 
its  e-commerce  program  and  ChemDraw  6.0,  a 
molecule-drawing  program.  That  should  give  it 
an  edge  raising  money  since  it's  now  talking  to  its 
first  investors  about  raising  funds. 


CheMatch.com 


(Private) 


www.chematch.com 

CHIEF  EXECUTIVE:  Carl  McCutcheon 

MODEL  Marketplace 

DESCRIPTION:  CheMatch.com,  which  is  currently 
in  registration  for  an  initial  public  offering,  oper- 
ates a  neutral  exchange 
for  commodity  chemi- 
cals, fuel  products  and 
plastics.  The  site  func- 
tions as  a  spot  exchange 
with  auction  capa- 
bilities. Analysts  tout 
CheMatch's  exchange  for  its  high  visibility  and 
efficiency.  The  company  claims  $100  million  in 

ipleted  transactions  so  far  this  year. 
CLIENTS:  300  companies  from  34  countries. 
3UZZ:  The  company  had  a  recent  record-setting 

saction  for  10,000  metric  tons  of  methanol  in 
the  largest  non-U.S.  trade  made  to  date. 
itch.com  will  soon  go  public. 


onnect 


(Private) 


onncct.com 
UTIVE:  John  Beasley 

ilv  17.2000 


MODEL:  Marketplace 
DESCRIPTION:  ChemConnect  operates  the  Wot 
Chemical  Exchange,  an  online  trading  marks 
place  for  chemicals  and  plastics.  Claims  to  ha 
the  only  real-time  window  on  the  market,  alio 
ing  suppliers,  buyers  and  intermediaries  to  tra 
petrochemicals,  polymers,  etc.,  on  a  daily  bas 
Says  it  has  4,000  members  in  100  countries. 
CLIENTS:  BASF,  Dow  Chemical,  BP  Amoco. 
BUZZ:  Recendy  filed  for  IPO.  Bought  Industr 
Gas  Exchange  site.  Partnered  with  four  logisti 
corporations  to  offer  logistics  and  transportati< 
services.  Customers  can  manage  all  aspects  of  t 
movement  of  their  chemical  purchases  onli: 
and  in  real-time. 


Chemdex 


(VN1 


www.chemdex.com 

CHIEF  EXECUTIVE:  Neil  de  C 

MODEL:  Marketplace/ASP 
DESCRIPTION:  Chemdex  is  a  catalog  aggregat 
for  the  life  sciences  industry,  including  biote< 
and  pharmaceutical  companies  and  academic  r 
searchers.  Chemdex  offers  scientists  and  the 
purchasing  departments  the  ability  to  see  a  cu 
tomized  view  of  the  1.3  million  product-stroi 
Chemdex  catalog,  which  sells  everything  from  1 
ological  reagents  to  Bunsen  burners.  Because  tl 
average  order  size  is  small,  the  site  focuses  on  cu 
tomer  service  and  quality  assurance,  not  low 
prices.  The  company  competes  with  SciQuest  ar 
other  life  sciences  suppliers. 
CLIENTS:  3M,  Biogen,  DuPont,  Johnson  &  Johi 
son  and  other  pharma- 
ceutical and  biotech 
companies. 

BUZZ:  Chemdex  re-  fc 
cently  partnered  with 
DoubleTwist  to  sell  lab 
supplies  on  the  genomic  research  portal.  Vent 
also  launched  a  European  version  of  Chemdex 
April,  called  Ventro  LifeSciences.  It  is  because 
Chemdex's  success  that  parent  Ventro  has  b 
come  a  B2B  enabler. 
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Commerx 


(Privat 


www.commerx.com 

CHIEF  EXECUTIVE:  Tim  Stojka 

MODEL  Marketplace 
DESCRIPTION:  Through  its  PlasticsNet.com  sit 
Commerx  offers  auctions,  buying  and  selling  e: 
change  functions,  and  online  supplier  catalogs  ft 
things  like  resins  and  industrial  supplies.  Buye 
can  access  the  site's  logistics  services.  The  con 
pany  also  does  supply-chain  integration  for  cu: 
tomers,  allowing  buyers  and  suppliers  to  com  mi 
nicate  online  when  negotiating  deals.  Comma 


No  one  has  ever  run  a  successful  business  by  being 
uninformed.  In  fact,  making  critical  decisions  based 
solely  on  impulse  wastes  time,  resources  and  effort. 
With  Information  Builders'  business  intelligence  and 
integration  software  solutions  your  decisions  can  be 
based  on  something  far  more  valuable-pertinent 
information  that  is  available  on  demand  to  employees, 
customers  and  partners-everyone  who  impacts  your 
success.  That's  the  power  of  i-business,  it  puts  the 
intelligence  in  e-business  and  provides  companies 
like  Merrill  Lynch,  General  Motors  and  Sony  with  an 
intelligent  real  time  view  of  their  overall  business. 
Only  Information  Builders  offers  that  kind  of 
knowledge.  So  you  can  seize  the  moment,  act 
intelligently  and  perform  like  never  before. 

i-business  changes  < 


Information 
Builders 


www.informationbuilders.com/i-business 

1.800.969.INFO 


©2000  Information  Builders.  Inc.  All  trademarks,  registered  marks  and 
service  marks  are  the  property  of  their  respective  owners.  All  rights  reserved. 


also  plans  to  offer  financing  on  the  site.  The  company  makes  its 
money  from  subscriptions,  transaction  fees,  and  advertising 
revenues. 

BUZZ:  Commerx  filed  to  go  public  in  a  Goldman  Sachs-under- 
written IPO  in  January,  but  pulled  the  IPO  after  the  market  went 
under.  The  company  is  still  in  registration  but  has  no  concrete 
IPO  date  set. 


E-Chemicals 


(Private) 


www.e-chemicals.com 

CHIEF  EXECUTIVE:  Peter  McCullagh 

MODEL:  ASP/Marketplace 

DESCRIPTION:  E-Chemicals  has  an  online  exchange  for  regis- 
tered users  seeking  things  like  dimethyl  sulfoxide.  But  this  Inter- 
net Capital  Group-backed  site  focuses  on  what  it  calls  "ma- 
chine-to-machine connectivity."  Translation:  E-Chemicals' 
registered  users  can  use  their  own  computers  to  link  to  their 
business  partners'  networks,  allowing  them  to  coordinate  buy- 
ing and  selling,  documents  and  supply-chain  functions  like 
— »— —  «*'<'»»  logistics,  financing  and  health  and 

— — safety  services.  In  some  respects, 

jSjpr^JZSSkT.   E-Chemicals  is  part  B2B  infrastruc- 

,  ture,  part  marketplace. 

iS^S;!:  1 1  CLIENTS:  E-Chemicals  recently  an- 
sgiEBg-  335^™  nounced  several  strategic  partner- 
J  ships,  including  alliances  with  Aspen- 


Tech,  Eastman  Chemicals,  and  Nalco/Exxon  Energy  Chemicals. 
BUZZ:  The  company  says  it  won  $250,000  in  committed  trans- 
action volume  in  May  and  June. 


ElastomcrSolutions.com 


(Private) 


www.elastomersolutions.com 
CHIEF  EXECUTIVE:  Theo  G.  Krapels 

MODEL  Marketplace 

DESCRIPTION:  This  company  is  so  new — it  launched  in  April — 
it  doesn't  yet  have  a  headquarters,  management  team  or  dedi- 
cated employees.  ElastomerSolutions.com  is  the  latest  addition 
to  the  long  list  of  chemical  consortia  as  established  chemical 
producers  rush  to  form  new  companies  to  take  on  the  pure  dot- 
coms. When  it  launches,  ElastomerSolutions  plans  to  be  an 
exchange  for  elastomers,  a  specialized  type  of  flexible  polymer 
with  a  $40  billion  global  market.  Elastomers  are  used  in  car  con- 
struction and  chemical  processing.  The  site  plans  to  charge 
transaction  fees  to  the  sellers. 

CLIENTS:  Bayer,  (  k  Witco  Corp.,  DSM  Elastomers,  DuPont,  Dow 
Elastomers,  Flexsys,  M.A.  Hanna  Rubber  Compounding  and 
Zeon  Chemicals 

BUZZ:  Site  won  I  functional  at  least  until  the  third  quarter  of 
2000.  That  is,  if  al  coi  porate  backers  can  get  along. 


Envera.com 

www.envera.com 
CHIEF  EXECUTIVE:  Robe 
MODEL  ASP 

DESCRIPTION:  Envera  crea 
March;  part  of  the  chemical  . 
big  chemical  companies,  Envei 
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(Private) 


>h  when  it  launched  in 

n  craze.  Backed  by  15 

SP  that  lets  chemical 


firms  do  business  with  one  another  online  via  their  existig 
database  systems.  The  Envera  system  enables  a  buyer  at  eel 
company  to  place  an  order  using  his  own  computer  syste , 
which  relays  the  order  to  the  supplier's  system  and  to  des  - 

nated  logistics  companies  who  vlj 
deliver  the  chemicals.  Envera  offici  s  i 
call  it  "the  lost  promise  of  EDI,"  la 
electronic  linkage  system  replaced  A 
the  Internet.  Envera  is  not  an  t-j 
change;  companies  do  business  wi 
their  regular  trading  partners,  lettid 
the  system  automate  the  transaction.  Companies  can  pa^l 
transaction  fee  or  get  a  yearly  subscription.  The  site,  currenn 
in  beta  testing,  plans  to  go  live  in  October. 
CLIENTS:  Not  available. 

BUZZ:  Blue-chip  list  of  backers  including  Sunoco  Chemia'J 
Rohm  &  Haas,  Solutia  Corp. 


GE  Polymcrland 


41 


www.polymerland.com 
CHIEF  EXECUTIVE:  Peter  Foss 

MODEL:  Marketplace 

DESCRIPTION:  GE  Polymerland  is  the  distribution  arm  of  G  i 

plastics  business,  focusing  on  thermoplastics.  The  site  is  the  c  • 

line  interface  with  GE's  traditional  distribution  business.  G-, 

tomers  can  buy  plastics  online,  as  well  as  get  design  assistarjj 

and  other  information.  Suppliers  include  not  only  GE  Plasty 

but  also  BP  Amoco,  Honeywell  and  20  other  companies.  Reg  -| 

tered  customers  can  log  on  to  the  site  and  check  their  buyi  ;i 

history,  reports,  certification  and  order  status.  Site  officials  cla,« 

$10  million  in  weekly  online  sales. 

CLIENTS:  Polymerland  claims  10,000  customers  and  about 

suppliers. 

BUZZ:  Another  great  example  of  GE  beating  the  competitiJ 

(see  story  p.  38). 


SciQuest.com 


(so; 


www.sciquest.com 

CHIEF  EXECUTIVE:  M.  Scott  Andrews 

MODEL:  Marketplace 

DESCRIPTION:  An  exchange  for  specialty  chemicals  and  1 
products.  Customers  are  mostly  big  pharmaceutical  compan 
and  lab  researchers.  SciQuest  also  offers  auctions  for  used  1 
equipment.  Recently  bought  EMAX  Solution  Partners,  whi 
makes  research  software  that 
allows  pharmaceutical  com- 
panies and  lab  managers  to 
put  their  supply  chain  online. 
CLIENTS:  Dow  Chemical, 
DuPont  Pharmaceuticals, 
Merck,  Monsanto,  Glaxo 
Wellcome  and  other  big  com- 
panies. The  site  claims  650  suppliers  and  70  buyers. 
BUZZ:  Concerned  about  the  dot-com  market,  SciQuest  recen 
pulled  a  planned  secondary  equity  offering.  The  company  h 
announced  a  string  of  alliances  with  customers  including  Dc 
Chemical,  DuPont  Pharmaceuticals  and  Merck. 
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http://wh-execed.wharton.upenn.edu/2567.cfm 


Executive  Education  That  Works 


E-Commerce  Strategy 

Aug.  27-Sep.  l,  2000  •  Nov.  26-Dec.  l,  2000 

Supply  Chain  Management: 
Creating  Competitive  Advantage 

Sep.  24-29,  2000 

Data  Mining:  Leveraging  Knowledge 
for  Profitability 

Nov.  26-29,  2000 

Web  Metrics:  Making  the  Most  of 
Your  E-Commerce  Data 

Dec.  10-13,  2000 


For  more  courses  and  information, 
contact  a  course  consultant  at:: 

215.898.1776  or  800.255.3932  ext.  2567  phone 
215.898.2064  fax  (attn.  2567) 
execed@wharton.upenn.edu  e-mail  (subject  2567) 
wh-execed.wharton.upenn.edu/2567.cfm  Web 

Wharton 


Aresty  Institute  of 
Executive  Education 

The  Wharton  School 
University  of  Pennsylvania 
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It's  knowing  American  Express  can  help  you  control  your  e-purchasir 

The  American  Express'  Corporate  Purchasing  Card:  a  secure  e-purchasing  tool  with  built-in  cost  contri 
Establish  spending  limits.  Designate  preferred  vendors.  Track  expenses  online  or  off.  Integrate  purchasing  data  v 
financial  systems.  And  cut  process  costs  up  to  95%  along  the  way.  Call  i-8oo-AXP-i200  or  visit  americanexpress.a 
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f  Adam  Leitzes 
Joshua  Solan 

>t  surprisingly,  the 
mputer  and  electronics 
lustry  was  one  of  the 
rliest  movers  into  B2B 
mmerce.  After  all,  if  the 
eks  don't  turn  to  the 
ernet  who  will? 
Forrester  Research 
ys  that  by  2003, 
mputer  companies  will 
nsact  $395  billion  over 
ernet  marketplaces- 
out  30%  of  all  B2B 
nsactions. 
The  biggest 
nouncement  so  far: 
I  ;ht  companies 
luding  IBM  and  Nortel 
tworks  have  created 
)pen.com,  a 
irketplace  for 
nputer,  electronic  and 
ecom  companies.  The 
ison:  Many  of  the 
iducts  have  short 
-cycles  and 
nufacturers  make 
ny  purchases  in  the 
Dt  market. 

Cisco  and  Dell  were 
ong  the  early  movers. 
;co  takes  more  than 
Vo  of  its  orders  online 
1  Dell  sells  more 
in  $14  million  of 
iipment  every  single 
!  over  the  Net.  In 
ctronic  components, 
npanies  like  FastParts 
'e  set  up  marketplaces 
rhat  companies 
i  buy  components  at 
er  prices. 
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3Re.com 


Wtttc 


{Eriale) 


www.3rc.com 

CHIEF  EXECUTIVE:  Russell  Grove 

MODEL:  Marketplace 

DESCRIPTION:  When  new  employees  join  a 
company  a  lot  of  juggling  takes  place  to  get 
them  fully  equipped  with  computers,  software, 
e-mail  and  everything  they  need.  3Re's  B2BOut- 
fitters  does  the  job  with  just  a  few  clicks  of  the 
mouse.  A  company  goes  to  the  marketplace 
which  provides  its  customers  with  a  product  list 
that  meets  the  customers'  technical  criteria  and 
financial  requirements.  Then,  when  the  cus- 
tomer company  hires  a  new  employee,  it's  easy 
to  select  the  kind  of  equipment  the  new  em- 
ployee needs  and  the  service  agreements  that 
will  cover  the  new  computer.  Payments  can  be 
made  directly  over  the  Internet. 
CLIENTS:  Allstate,  Adtran,  UPS. 
BUZZ:  3Re  hasn't  yet  filed  for  an  IPO,  but  it  plans 
to.  A  newcomer,  James  Jones,  is  handling  the 
company's  prospective  IPO  following  the  ap- 
parent suicide  of  its  chief  financial  officer. 


klML 


(AVT) 


www.avnet.com 
CHIEF    EXECUTIVE: 

Roy  Vallee 

MODEL:  Marketplace 

DESCRIPTION:       At 

Avnet's  marketplace, 
original  equipment 
manufacturers  can  hook  up  with  suppliers  of 
semiconductors  and  electromechanical  devices. 
While  many  suppliers  can  only  serve  a  few  hun- 
dred of  the  larger  OEMs,  Avnet  sells  products 
from  more  than  100  component  manufactur- 
ers to  more  than  100,000  OEMs.  Avnet  has  been 
around  for  decades,  has  sales  of  $6  billion  and 
operates  in  60  countries.  It  also  has  a  stake  in 
marketplace  ChipCenter. 
CLIENTS:  IBM,  Compaq,  Hewlett-Packard. 
BUZZ:  Avnet  is  in  the  middle  of  trying  to  snag 
the  third-largest  electronics  distributor  in  the 
world:  the  electronics  division  of  Germany's 
Veba  AG,  bidding  $2.5  billion. 


ChipCenter 


^Private) 


www.chipcenter.com 

CHIEF  EXECUTIVE:  Girish  Mhatre 

MODEL:  Marketplace 

DESCRIPTION:  Entrenched  distributors  in  the 
inefficient  supply  chain  are  fearful  that  the  In- 
ternet will  put  them  out  of  business  and  with 


TRONICS 


good  reason.  How  scared  are  they?  So  scared 
that  two  of  the  world's  top  chip  distributors, 
Avnet  and  Arrow  Electronics,  have  put  their 
fierce  rivalries  aside  to  team  up  and  launch  an 
electronics  components  marketplace.  At  this 
marketplace,  ChipCenter's  component  manu- 
facturer and  distributor  partners  supply  the 
goods  for  sale.  The  marketplace  also  provides 
its  own  content.  Partner  CMP  Media  chips  in 
(no  pun  intended)  with  content,  news  and  dis- 
cussion centers  that  help  buyers  make  informed 
purchasing  decisions. 

CLIENTS:  Computer  manufacturers,  telecom 
equipment  manufacturers. 
BUZZ:  Faces  competition  from  nimble  startups 
such  as  FastParts.com,  which  is  launching 
anonymous  exchanges  that  eliminate  the  need 
for  players  like  Arrow  and  Avnet. 


FastParts.com 


(Private) 


www.fastparts.com 

CHIEF  EXECUTIVE:  George  Gordon 

MODEL:  Marketplace 

DESCRIPTION:  FastParts  offers  an  auction  ser- 
vice for  electronic  components  plus  three  ex- 
change venues:  ComponentConnect  (new 
parts),  EquipmentConnect  (used  capital  equip- 
ment) and  a  catalog  service  enabling  suppliers 
to  customize  pricing  and  terms  for  individual 
customers.  All  supplier  "members"  are  pre- 
qualified.  Buyers  can  negotiate  transactions  in 
real  time  while  remaining  anonymous,  and  opt 
to  receive  e-mail  notification  when  specific 
components  be- 
come available. 
Sellers  pay  a  hefty 
12%  fee  on  a  com- 
pleted transaction. 
In  exchange,  Fast- 
Parts  guarantees 
payment  and,  through  a  third  party,  handles  all 
logistics  and  fulfillment  activities. 
CLIENTS:  None. 

BUZZ:  In  April  FastParts  raised  $30.5  million 
in  a  fourth  round  of  financing  in  order  to 
beef  up  its  staff.  In  June  the  company  added 
industry  news  and  stock  information  for 
customers. 
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Hyparium 


(Private) 


www.hyporium.com 

CHIEF  EXECUTIVE:  Nick  Kandola 

MODEL:  Marketplace 

DESCRIPTION:  Hyporium  is  a  trading  hub  for 
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vend 

iing  3Com.  q.  The  Hypo- 

rium  service  is  two  tk  ae  lets  companies  take 

part  in  the  compa  ling  hub  and  search,  purchase  and 

components.  Reselle  _se  Hypo ri urn's  infra- 

e  to  set-up  secure  e-  :e  shops.  Hyporium 

plans  to  make  money  from  facilitatir  t  nsac- 

tions — the  company  expects  S10  billion  worth  of  IT  stock  to 
flow  through  their  system  within  the  next  two  years — and 
will  eventually  charge  companies  a  monthly  fee  for  hosting 
their  e-commerce  operati 

CLIENTS:  GS  Capital  Partners,  GE  Equity  and  MRV  Commu- 
nications Inc. 

BUZZ:  .'-.  recent  agreement  with  TechnologyNet,  a  U.S.  and 
-  Jian  IT  B2B  player,  will  turn  Hyporium  into  a  one-stop 
shop  for  all  firms  in  the  IT  supply  chain. 


Isuppli 


(Private) 


www.isuppli.com 

CHIEF  EXECUTIVE:  Derek  B.  Lidow 
MODEL:  Marketplace 

DESCRIPTION:  Isuppli  likes  to  talk  up  its  business  model, 
which  aggregates  demand  from  medium  to  large-size  busi- 
es in  the  electronics  industry  and  then  sends  one  massive 
bulk  order  to  suppliers.  Partner  LPS  Worldwide  Logistics  then 
takes  over  and  the  order  is  separated  for  delivery  to  each  cus- 
tomer. Suppliers  and  customers  both  save  money  by  reduc- 
ing inventory,  cutting  freight  costs  and  taking  advantage  of 
scale  economies.  Isuppli  does  not  mark  up  the  electronic  com- 
ponents, rather  it  charges  a  subscription  fee  and  provides 
other  value-added  services. 
CLIENTS:  Emerson  Electric. 

BUZZ:  While  the  company  has  received  only  $22  million  in 
investment,  it  is  quickly  expanding.  It's  moving  into  a  new 
40,000-square-foot  office  and  brought  Gene  Richter,  IBM's 
chief  procurement  officer,  onto  its  board. 


PartMiner 


(Priyaie) 


www.partminer.com 
CHIEF  EXECUTIVE:  Daniel  Nissanoff 
MODEL  Marketplace 

DESCRIPTION:  PartMiner  has  been  around  since  1993,  oper- 
ating as  a  broker  for  hard-to- 
find  components.  In  June  the 
company  made  a  B2B  splash 
when  it  launched  Free  Trade 
Zone,  which  includes  a  data- 
base  of  information  on  12  mil- 
lion parts,  a  comprehensive 
shopping  agent  and  an  elec- 
tronic marketplace  where  buy- 
ers and  suppliers  can  transmit,  transact  and  discuss  RFQs.  The 
service  is  free  so  PartMiner  relies  on  its  traditional  businesses 
to  make  money 

CLIENTS:  istomers  in  52  countries. 

BUZZ:  In  February  PartMiner  filed  for  an  initial  public 
ng  to  help  fund  its  gro..  ing  Internet  ambitions. 

•    Best  of  The  Web    • 


PCOrder.com 


(pi 


http    corporate.pcorder.com 
CHIEF  EXECUTIVE:  ..  Cooley 

MODEL:  Enabler 

DESCRIPTION:  Founded  in  1996  by  Stanford  grad  Chris  a 
Jones,  I  also  cofounder  of  Trilogy  Software)  PCOrder  started  | 
to  change  the  way  computers  were  sold.  PCOrder  had  so- 

that  let  computer-makers 
products  to  their  corporate  i,- 
tomers'  specs.  That  way,  IBM   c 
Compaq  could  get  a  jump  on  I 
But  it  didn't  work  because  thiel 
companies  didn't  want  to  abanun 
their  traditional  dealers.  So  early  last  year  Jones  started  pitchj  I 
PCOrder's  powerful  database  as  a  way  for  Web  companies 
manage  online  sales.  Stay  tuned. 

CUENTS:  Hewlett-Packard,  IBM,  Compaq,  Dell,  Ingram  Mi  a 
CompUSA  and  Nortel  Networks. 

BUZZ:  PCOrder  is  taking  another  swing  at  building  maifl 
share.  So  far,  sales  of  its  high-margin  core  software  prodts 
have  been  slowing,  the  stock  has  been  on  a  rollercoaster  ana's 
not  clear  the  company's  new  strategy  will  work. 
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QuestLink 


www.questlink.com 

CHIEF  EXECUTIVE:  Michael  Shultz 

MODEL:  Marketplace 
DESCRIPTION:  The  site  offers  free  ac- 
cess to  profiles  of  more  than  400 
manufactures  and  vendors,  as  well  as 
technical  information  on  thousands 
of  products.  Products  are  searchable  ' 
by  part  number,  manufacturer  and  other  criteria.  Questll 
assumes  a  fiduciary  role  in  transactions,  marking  up  the  p( 
of  goods  ordered.  The  company  also  generates  revenue  fit 
advertising  and  data-mining. 
CLIENTS:  Boeing,  Hewlett-Packard,  Lucent  Technology 

co  Systems  and  Celestica,  among  others. 
BUZZ:  Agreement  with  Arrow  Electronics  gives  Questlii 
boost  in  letting  its  customers  purchase  fully  franchised  ej 
tronic  components. 


USBid.com 


(Pti  L 


www.usbid.com 

CHIEF  EXECUTIVE:  Gary  Heves 

MODEL:  Marketplace 

DESCRIPTION:  Buyers  and  sellers  meet  at  LSBid.com  to  I 

electronic  components.  The  marketplace  has  a  vast  invent 

ot  product  as  well  as  personalized  customer  support.  A  nm 

ber  of  leading  semiconductor  and  electronics  manufactuB 

have  signed  on.  The  attraction?  Shorter  procurement  cyfl 

access  to  global  inventories,  lower  transaction  costs  and  c  » 

parison  shopping. 

CLIENTS:  I  rksson,  Honeywell,  Celestica. 

BUZZ:  The  company  is  on  an  acquisition  binge,  snatching 

Now  Components  and  Worldbase.com — which  should  sn 

its  entry  into  Europe  and  other  international  markets. 


One-stop  e-commerce. 
rom  the  world's  leading  provider  of  PC-based  accounting  software. 
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/ith  Sage  Software,  e-commerce  becomes  one  more  integrated  sales  channel  for  your  business,  instead  of  a 

iche.  You  can  get  your  business  on-line  quickly  and  easily,  with  no  need  for  special  knowledge  or  expensive  web 

Itants.  Your  customers  will  be  able  to  place  orders,  check  status  and  browse  your  catalog  by  interfacing  with  your 

nting  system.  We  can  arrange  for  third  party  hosting,  further  freeing  you  from  technical 

iches.  Best  of  all,  the  entire  Sage  Internet  solution  can  be  put  in  place  for  less  than 

think.  For  more  information  call  us  at  1-888-878-7822.  Or  visit  us  at  www.sage.com       ^jkio^fk  knMi<U  (efiuS  tcnfid 
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BusinessWorks 


DacEasy8 
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CONSTRUCTION 


By  Robert  Wherry 

The  egocentric  architect 
Howard  Roark,  from  Ayn 
Rand's  famed  novel  The 
Fountainhead,  probably 
wouldn't  approve,  but 
most  building  projects 
involve  multiple-member 
teams. 

Architects  need  to 
hook  up  with 
construction  builders 
who  need  to 
communicate  with 
contractors  who  need  to 
buy  supplies.  It's  hard  for 
suppliers— they  provide 
60,000  products  to  a 
typical  construction 
site— to  know  when  to 
deliver  products:  You 
don't  want  sinks  and 
windows,  for  example, 
sitting  idle  on  the  job  site. 

The  Internet  is  making 
it  easier  to  coordinate  all 
this.  Sites  offer  project 
management  software— 
a  virtual  construction 
hub  where  drawings, 
contracts,  specifications 
and  progress  reports  are 
online  for  everyone 
to  see. 

Prices  for  these 
packages  range  from  a 
couple  of  hundred 
dollars  a  month  to 
several  thousand. The 
payoff:  Projects  get 
completed  quicker  and 
logistical  problems  are 
handled  more  easily. 


Bidcom 


(Private) 


wwrw.bidcom.com 

CHIEF  EXECUTIVE:  Doug  Sabella 

MODEL:  ASP 

DESCRIPTION:  Architects,  engineers  and  contrac- 
tors can  collaborate  at  Bidcom  to  make  sure  con- 
struction projects  are  completed  on  time.  The 
marketplace  provides  a  work-flow  monitoring 
system,  access  to  contracts  and  a  variety  of  spec 
and  business  reports.  Companies  sign  up  for  Bid- 
com on  a  subscription  basis  to  complete  individ- 
ual projects.  The  site  also  provides  easy  access  to 
news,  industry  information  and  a  database  of 
firms. 

CLIENTS:  Ford,  Lucent,  Oracle,  Stanford 
University. 

BUZZ:  This  is  the  hottest  site  in  construction  pro- 
ject management.  Already  a  busy  marketplace,  a 
lot  more  business  could  be  on  the  way.  Analysts 
say  B2B  sales  in  construction  could  hit  $2.1  tril- 
lion in  2003.  Inked  $46  million  in  third-round 
deals  from  the  likes  of  Internet  Capital  Group, 
Oracle  and  GE  Capital. 


Bliquid.com 


(Private) 

www.bliquid.com 

CHIEF  EXECUTIVES:  John  M.  Vyge,  Facundo 
L.  Bacardi 

MODEL  Marketplace 

DESCRIPTION:  For  construction  companies  look- 
ing for  the  best  prices  on  equipment  and  supplies, 
industrial  materials  and  components,  this  could 
be  the  place  to  go.  Prospective  buyers  fill  out  a  re- 
quest form  for  the  equipment  they  want  to  buy, 
and  they  can  join  in  an  auction  to  get  the  best 
prices.  Once  a  transaction  is  made,  Bliquid  takes  a 
5%  transaction  fee. 
CLIENTS:  Small,  re- 
gional construction 
outfits. 

BUZZ:  If  you're  won- 
dering why  this  con- 
struction site  sounds 
like  it  should  be  in  the  beverage  industry,  here's 
the  reason:  It  was  cofounded  by  Facundo  Bacardi, 
whose  family  derives  their  wealth  from  the  fa- 
mous brand  of  rum.  The  company  has  a  strategic 
relationship  with  Yahoo. 


Buildnet 


www.buildnet.com 

CHIEF  EXECUTIVE:  Nathan  Morton 

MODEL  ASP 


(Private) 


DESCRIPTION:  This  software  provider  is  ruri 
the  man  who  helped  build  CompUSA  ami 
backed  by  John  Hancock  Global  Technology  fi| 
and  J.W.  Seligman  &  Co.  The  company  serves  I 
residential  building  trade  and  sells  softw.i 
called  the  E-Building  Exchange,  that  enal| 
firms  to  research  and  purchase  products  onl|[ 
There  are  some  great  features:  Pricing,  specs  i 
shipping  are  all  confirmed  instantaneously. 
CLIENTS:  Major  home  builders,  including  Lenji 
and  Kaufman  &  Broad.  Also  suppliers  Andei; 
Windows,  General  Electric  and  Owens  Cornii 
BUZZ:  Buildnet  is  taking  its  software  to  the  w 
less  arena,  allowing  construction  workers  to  m 
age  workflow  from  a  personal  digital  assistan) 
cell  phone.  The  company  has  filed  an  S-l. 
tuned  for  the  IPO. 


Buildscape.com 


(Priv 


www.buildscape.com 
CHIEF  EXECUTIVE:  J.  Steven  Wilson 
MODEL:  Marketplace 

DESCRIPTION:  At  this  site,  contractors 
link  up  with  prod- 
uct manufacturers 
and  builders.  Build-  IT 
scape.com  is  aimed  -"~ 
at  smaller  construc- 
tion projects.  It's 
free  to  builders  and 


ifiC 
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manages  most  construction  details  like  drawii 
contracts  and  specs.  The  company  enables  sel 
inventory  via  e-commerce  and  auction  appl 
tions.  Buildscape's  parent  company  also  oi 
Wickes  Inc.,  $1  billion  construction  mater 
company. 

CLIENTS:  Small  and  regional  builders. 
BUZZ:  Dow  Chemical  acquired  nearly  50°/ 
Buildscape  in  May.  The  reason:  1 1%  of  the  ch< 
icals,  plastics  and  industrial  supplies  it  makes 
used  in  home  construction. 


Buzzsaw.com 


(Pri* 


www.buzzsaw.com 

CHIEF  EXECUTIVE:  Carl  Bass 

MODEL:  ASP 

DESCRIPTION:  Buzzsaw.com,  hewn  from  softv 

maker  Autodesk  last  year,  serves  as  a  project  m 

agement  hub  with  software  that  allows  archite 

engineers  and  contractors  to  view  drawii 

contracts  and  specs  online.  Transactions 

place  here  and  the  site  offers  online  meetings 

WebEx,  provides  credit  checks  and  has  job  p< 

ings  and  industry  info. 

CLIENTS:  Degenkolb  Engineers,  Hellmuth,  Ot 

&  Kassabaum,  Bank  of  America. 

BUZZ:  Site  recently  nailed  $75  million  in  seco 
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ite  the  great  American  novel  •  Raise  thoroughbreds  in 
itucky  •  Start  an  entirely  new  career  as  a  cabaret  singer — 
a  cruise  ship  •  Learn  how  to  cook  Italian  food — in  Italy  • 

a  >rk  as  a  tour  guide  at  the  Guggenheim  in  Bilbao  •  Spend 
e  in  a  Buddhist  monastery  •  Follow  the  voyage  of  Darwin's 
agle  through  the  Galapagos  •  Play  jazz  in  a  smoky  bar  in 
is  •  The  freedom  to  do  what  interests  me  versus  what 
?ds  to  be  done  •  To  have  to  decide  which  vacation  house 

i  jse  •  To  just  once  conduct  a  symphony  •  Design  and  build 

What  are  your  plans  for  retirement? 

v  furniture  based  on  Shaker  designs  •  Compete  in  AAU 
sters  swimming  at  80  •  A  year  in  Provence  •  A  year  in  Paris 
.  year  in  Rio  •  Restore  an  old  British  sports  car  and  drive  to 
shows  •  Work  to  improve  the  economic  situation  for 
men  in  Third  World  countries  •  Build  a  log  home  from  the 
I  Up  •  Retrace  the  Endless  Summer  surf  odyssey  •  Drop 
it  every  island  in  the  Caribbean  Sea  *  Drink  my  col- 

d 


Jools  •  Spend  time  with  my  grandchildren  •  Create 

garden  •  Give  my  spouse  a  chance  at  a  career ' 

days  a  season  •  Volunteer  in  the  inner-city  neighborhood 

l;re  I  grew  up  •  Finally  use  all  of  my  frequent  flier  miles  •  A 

■  imock,   a  pitcher  of  lemonade,  and  a  stack  of  John 

4;ham  novels  •  Return  to  my  family's  farm  and  try  to  make 

s  d  as  a  farmer  •  Guided  tours  of  all  of  the  ancient  wonders 

world  •  Open  a  B&B  on  Nantucket  •  Finally  get  my  col- 

a  degree — and  perhaps  graduate  with  my  granddaughter 

*  'ek  to  the  Himalayas  •  Visit  all  50  states  •  Start  another 

•  Scuba  dive  all  over  the  world  •  Visit  every  Major 

gue  ballpark  •  Relax  •  Safari  in  Africa  •  Move  to  a  college 

n  and  take  all  the  classes  I  skipped  40  years  ago  •  Write 

vie  reviews  for  the  local  weekly  •  Manage  my  portfolio  • 

nb  a  20,000-foot  mountain  •  Rent  a  barge  for  a  canal  tour 

Europe  •  Invest  in  start-up  companies  •  Coach  youth  soc- 

baseball,  and  basketball  •  Drive  from  Alaska  to  Patagonia 

!esearch  volunteer  with  sea  turtles  •   Run  the  Boston 

'athon  •  Play  as  many  of  Golf  Digest's  Top  100  courses  as 

sible  •  Play  in. a  garage  band  •  Play  bridge  for  money  • 

in  community  theater  •  Visit  all  of  the  churches  and 

;eums  that  I  successfully  overlooked  on  my  semester 

Dad  •  Be  there — every  night — for  dinner  and  a  movie  • 

rk  with  the  local  environmental  group  to  clean  up  the 

ialachian  Trail  •  Learn  to  play  the  piano  •  Be  a  couch  pota- 

Fix  the  sink  •  Search  for  tigers  in  India  •  Take  a  trip  down 

Nile  •  Read  Russian  novels  •  Start  a  foundation  to  give 

y  all  of  the  money  that  I  made  •  Run  for  local  office  • 

olutely  nothing  •  Coach  my  college  football  team  •  Give 

k  for  all  of  those  who  helped  me  •  Do  all  of  the  things  that 

>/e  been  afraid  of — skydiving,  bungee  jumping  and  hang 

ing  •  RV  along  Route  66  with  my  wife  and  our  dogs  • 

'■sory  services  are  provided  by  mPower  Advisors,  LLC,  a  federally  registered  investment  advisor 
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WE  ALL  IMAGINE 
the  life  we'll  lead  in 
retirement.  But  getting 
there  takes  planning. 


And  objective 
investment  advice. 


Which  is  precisely 
where  mPower  comes 
in.  We  combine  a 
comprehensive, 
institutional  quality 
investment  analysis 
of  your  401  (k)  or 
other  retirement 
options  with  an 
easy-to-use 
online  planner. 


In  fact,  we  pioneered 
on!:ne  investment 
advice  in  1 995  and 
have  been  helping 
participants  reach 
their  dreams  ever 
since.  Perhaps  that's 
why  Aetna  Financial 
Services,  First  Union, 
Hewitt  Associates, 
Manulife  Financial, 
ADP  Inc.,  T.  Rowe 
Price  Retirement  Plan 
Services  and  other 
financial  service  com- 
panies have  chosen 
us  to  advise  their 
more  than  15  million 
customers. 


www.mPower.com  M info@mPower.com 


mPower 


round  funding  from  Morgan  Stanley  and  Bank  of  America.  It's 
now  raised  a  total  of  $90  million  from  VCs. 


Cephren 


(Private) 


i^  Cephren 

«_•'«*»     k*      flUai     MX     I 

f  ■   •■,  tK  -       f* 

Market 

Chonge  'i" 

you  build  the  world                ^  « 

www.ccphren.com 

CHIEF  EXECUTIVE:  Robert  J.  Majteles 

MODEL  ASP 

DESCRIPTION:  Named  after 
the  builder  of  the  Pyramids, 
Cephren  enables  architects 
and  builders  to  view  virtual 
drawings  and  print  them  out 
locally.  The  marketplace  is  rich  with  features.  The  folks  who 
come  here  can  bid  on  projects  and  materials  online.  This  B2B 
also  provides  project  collaboration,  management,  printing  and 
reprographic  services.  Cephren  charges  $1,250  per  month  for 
each  project  and  is  currendy  involved  in  more  than  350  projects 
with  a  total  worth  of  $40  billion. 
CLIENTS:  DualStar,  Morrison  Knudsen,  3Com. 
BUZZ:  Getting  big  support  from  Bechtel  and  recendy  signed  deal 
to  build  Webvan's  26  distribution  centers.  Also  nailed  down  a 
deal  with  EC-Content  for  product  and  pricing  data. 


Construction.com 


(Private) 


www.construction.com 
CHIEF  EXECUTIVE:  Norbert  Young 
MODEL  Marketplace 

DESCRIPTION:  This  Web  business  of  publisher  McGraw-Hill 
brings  even  the  clueless  carpenter  up  to  speed.  Information  on 

more  than  53,000  products  comes 
from  Sweets  and  F.W.  Dodge,  the 
product  encyclopedias  synony- 
mous with  construction.  Also 
there  are  articles  from  Engineering 
News-Record,  Architectural  Record 
and  DesignBuild.  You  can  get  information  on  the  most  recent 
cost  trends  of,  say,  lumber.  All  this  is  drawing  people  to  its  site 
and  that  should  lead  to  fees  from  licensing  content  to  other  sites. 
CLIENTS:  Construction  professionals. 

BUZZ:  Construction.com  has  a  wealth  of  information  and  is  try- 
ing to  link  up  with  other  construction  marketplaces.  The  com- 
pany recently  signed  a  deal  with  Buildpoint,  a  B2B  marketplace. 
It  also  took  a  small  equity  position  in  E-Builder.com.  Because  of 
its  relationship  with  the  deep-pocketed  brand  name  behind  it — 
McGraw-Hill — Construction.com  has  a  distinct  advantage  in 
expanding  its  relationships.  Besides  that,  its  marketplace  is  well 
traversed:  570,000  users  a  month  come  here  viewing  4  million 
page  impressions.  Because  of  its  recent  deal  with  E-Builder, 
Construction.com  now  has  something  else  it  can  tout — it  offers 
project  management  tools  as  well. 


C-Z.com 


(Private) 


www.c-i.com 

CHIEF  EXECUTIVE:  Pamela  W.  Kleier 
MODEL  Marketplace 

DESCRIPTION:  Also  known  as  tnnstructionzone.com,  this  on- 
i.irdware  store  has  one  of  the  best  databases  on  60,000 


products.  You  get  the  product  description  as  well  as  informati 
on  the  manufacturer,  pictures,  specs  and  code  requireme: 
with  just  one  click.  More  than  30,000  contractors,  architects ; 
builders  come  to  this  site  to  get  everything  from  light  bulbs 
sinks.  They  can  also  comparison  shop  with  other  brands.  Us 
can  search  by  product,  manufacturer  or  supplier. 
CLIENTS:  Small  and  medium-size  builders  and  contractors. 
BUZZ:  The  company  raised  $3  million  from  VCs  to  creat 
Boolean  search  engine.  While  this  company  has  deep  inforn 
tion  on  an  array  of  products,  it  will  eventually  face  competiti 
from  companies  like  Home  Depot. 


E-Builder.com 


(Priva 


www.e-builder.com 

CHIEF  EXECUTIVE:  Jonathan  Antevy 

MODEL  ASP 

DESCRIPTION:  Site  managed  by  two  brothers  rooted  in  indus 
and  a  former  IBM  Internet  expert.  E-Builder  is  a  digital  doc 
ment  manager  that  lets  you  view  drawings,  schedules,  contra 
and  specs  allowing  all  phases  of  construction  to  stay  in  line.  J 

charges  $1,000  set-up  fee  and 
to  $975  a  month  per  proj<- 
Company  claims  to  be  profita 
past  two  of  three  years  af 
_]  scoring  projects  like  Staples  O 
ter  Arena  and  AOL's  new  he; 
quarters.  E-Builder  has  formed  partnerships  with  companies 
several  industries  and  is  developing  tools  that  allow  e; 
customization. 

CLIENTS:  AOL,  Staples  Center  Arena,  Miami  Dade  and  Fultj 
counties  in  Florida. 
BUZZ:  E-Builder  on  steroids.  Got  a  multi-million  dollar  invt 
ment  from  McGraw-Hill's  Construction.com.  The  idea?  N 
Construction.com  can  tout  itself  not  just  as  a  place  to  get  inf 
mation,  but  also  as  an  enabler.  And  with  hundreds  of  thousai 
of  people  visiting  Construction.com,  E-Builder  expects  traffic 


its  site  to  skyrocket  as  well. 

Point2 


(Priv; 


www.point2.com 

CHIEF  EXECUTIVE:  Wendell  Willick 

MODEL  Marketplace 

DESCRIPTION:  Wants  to  be  the  Ebay  of  the  construction  woi 

Auctions  off  equipment  in  the  oil,  forestry  and  construct] 

fields.  Recent  offerings  include  a  John  Deere  excavator  and  a  I 

matsu  delimber.  No  piece  of  equipment  too  obscure.  Users  c 

see  a  picture  of  the  equipment, 

and  data  like  man  hours  used, 

seller  info  and  recent  bids.  Site 

takes  3%  transaction  fee. 

CLIENTS:  Numerous  equipment 

houses  across  the  country. 

BUZZ:  Offers  unique  inventory 

tracking  service  for  larger  clients.  Generates  revenues  from  t 

service,  ranging  from  a  couple  of  hundred  a  month  for  e 

client  to  several  thousand.  Has  partnership  with  Bid.com, 

large  Canadian  Internet  auction  powerhouse. 
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Legroom.  Brought  to  you  by  Nextel. 


WIRELESS   INTERNET  SERVICES 

Two-way  text  message  from  VP  reads,  "Can  you  be  in  Detroit  tomorrow?" 

You  select  a  preprogrammed  response  and,  with  the  touch  of  a  button,  answer,  "Sure." 

Next,  you  access  MSN  Hotmail  and  email  co-workers  that  you'll  be  out  the  rest  of  the  week. 

NEXTEL  DIRECT  CONNECT* 

Digital,  two-way  radio  feature  lets  you  instantly  contact  assistant 
to  forward  Midwest  report. 

DIGITAL  CELLULAR 

You  call  your  travel  agent  to  confirm  a  seat  in  the 
highly  prized  emergency-exit  row. 


si 
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ntroducing 

NEXTEi 


ne 


relessynefnet  services 


BUSINESS  JUST  GOT  EASIER.  THANKS  TO  NEXTEL'S  NEW  WIRELESS  INTERNET  SERVICES,  YOU  HAVE  EVEN  MORE 
WAYS  TO  KEEP  YOU  CONNECTED  TO  THE  CRITICAL  INFORMATION  YOU  NEED  TO  DO  BUSINESS  BETTER  AND  FASTER. 

Nextel  phones  are  manufactured  by  Motorola,  Inc. 


I  ^=L=  How  business  gets  doner 


1-800-NEXTEL9     nextel.com 


t  for  Nextel  Online  availability  in  your  area.  To  sign  up  for  Nextel  Online  services,  you  must  also  have  Nextel  digital  cellular  service.  Some  restrictions  may  apply 
X)  Nextel  Communications,  Inc.  All  rights  reserved  Nextel,  the  Nextel  logo,  Nextel  Direct  Connect,  Nextel  Online  and  How  business  gets  done  are  registered^ 
emarks  and/or  service  marks  of  Nextel  Communications.  ©Motorola  andilOOOplus  are  trademarks  and/or  registered  trademarks  of  Motorola,  Inc.  MSN,  MSN 
Mobile  and  Hotmail  and/or  other  Microsoft  products  referenced  herein  are  either  trademarks  or  registered  trademarks  of  Microsoft  Corporation. 
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►ENABLERS 


By  Nikhil  Hutheesing 

Ask  any  B2Ber  what  his 
or  her  company  does,  and 
you  will  likely  find  out 
that  it  is  an  enablerof 
some  sort.  Enablers  help 
other  companies  create 
marketplaces  on  the 
Internet.  Most  supply 
software  and  expertise, 
and  some  also  seek 
equity  stakes  in  the 
companies  or  exchanges 
they  provide 
technology  for. 

The  companies  that 
made  our  list  are  the  big 
guns  among  B2B 
enablers— the  ones  you 
see  constantly  in  the 
news  as  technology 
providers  to  the  big  Web 
exchanges. 

Figuring  out  which 
enablertogo  with  isn't 
easy,  since  each  claims  it 
has  the  best  platforms  for 
e-commerce.  Some,  like 
VerticalNet,  specialize  in 
providing  content,  others 
provide  transaction 
software.  Some,  like 
Commerce  One,  focus  on 
procurement  software 
while  others,  like  Ariba, 
focus  on  how  suppliers 
can  best  show  off  their 
products. 

One  thing  is  for  sure, 
the  enablers  will  be 
happy  to  Webify  your 
business,  regardless  of 
whether  they  think  it  will 
survive  or  not. 


Ariba 


(ARBA) 


www.ariba.com 

CHIEF  EXECUTIVE:  Keith  Krach 

MODEL  Enabler 

DESCRIPTION:  Ariba  provides  a  software  platform 
for  operating  marketplaces,  but  it  wants  to  be  a 
complete  ecosystem  for  companies  doing  busi- 
ness on  the  Web.  To  do  that,  Ariba  has  partnered 
with  more  than  100  companies  which  create  ap- 
plications ranging  from  procurement  to  logistics 
and  collaboration.  Early  this  year  the  company 
expanded  its  offer- 


iii  " 


ing  by  aquiring 
TradeX  and  Trad- 
ingDynamics, 
which  let  it  provide 
auction  services. 
Ariba  makes  money  from  selling  its  software, 
charging  license  fees  and  taking  a  cut  from  trans- 
actions. 

CLIENTS:  Major  companies  including  Andersen 
Consulting,  Charles  Schwab,  IBM. 
BUZZ:  While  Ariba  is  powering  the  new  market- 
place F.2open,  some  observers  note  that  lately 
when  companies  are  trying  to  pick  a  software 
platform,  the  batde  is  more  often  between  Oracle 
and  Commerce  One. 


Commerce  One 


(CMRC) 


--^4 


www.commerceone.com 
CHIEF  EXECUTIVE:  Mark  Hoffman 
MODEL  Enabler 

DESCRIPTION:  The  McDonald's  of  e-procure- 
ment,  Commerce 
One  got  its  start  as  a 
marketplace  franchise 
providing  software 
for  companies  to  set 
up  their  own  market- 
places. Commerce  One  then  takes  a  small  cut 
from  transactions.  Its  software  can  be  used  to  au- 
tomate interactions  between  buyers  and  suppli- 
ers. It  includes  a  transactions  engine,  workflow 
engines  and  even  auction  software. 
CLIENTS:  General  Motors,  Lockheed  Martin, 
Boeing,  Citigroup,  Shell. 

BUZZ:  1  ver  since  the  automakers  got  together  to 
create  Covisint,  Commerce  One  and  Oracle  have 
been  vying  to  be  the  key  supplier  of  the  market- 
place's software.  Stay  tuned. 


FreeMarkets 


(FMKT) 


v  ww.freomarkets.com 


CHIEF  EXECUTIVE:  Glen  Meakem 
MODEL  Enabler 
DESCRIPTION:  Companies  come  to  FreeMarketl 
hold  auctions.  While  others  offer  auction  softwa 
FreeMarkets'  strength  is  its  ability  to  run  29  difll 
ent  kinds  of  auctions.  So  far,  it's  been  a  big  hit  i 
companies  looking  for  ways  to  meet  with  supjl 
ers  while  giving  them  reasons  to  cut  their  pricl 
Since  1995  the  company  has  executed  online  a  I 
tions  for  more  than  $5.4  billion  of  purchase  oral 
in  more  than  100  verticals,  creating  estimated  s| 
ings  of  more  than  $1  billion  for  its  clients. 
CLIENTS:  United  Technologies,  General  Mote) 
Quaker  Oats,  Visteon. 
BUZZ:  If  the  day  comes  when  the  government  i 
clares  buyer  exchanges  unfair,  FreeMarkets  coj 
benefit.  A  third-party  company  like  FreeMari 
is  less  likely  to  be  accused  of  antitrust  violatioJ 


1£ 
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www.i2.com 

CHIEF  EXECUTIVE:  Sanjiv  Sidhu 

MODEL  Enabler 
DESCRIPTION:  I2's  software  lets  a  company  t| 
an  order  on  the  Internet  and  immediately  fur 
it  down  the  supply  chain  so  that  every  compj 
involved  can  automatically  plan  and  ensure  tl 
parts  are  available  as  needed.  It's  a  critical  pieci 
making  Web  business  efficient.  12  is  now  intj 
ducing  new  software  to  take  all  this  a  step  fur 
The  idea?  To  allow  for  planning  across  mult 
companies  at  once. 

CLIENTS:  Other  enablers  as  well  as  big  compa 
BUZZ:  12  recendy  struck  a  deal  to  merge  with  J 
pect  Develoment.  The  promise:  12  says  it  will  rJ 
vide  its  customers  with  more  than  $100  billion 
savings — double  its  promise  before  it  went  pun 


IBM 


(ii 


www.ibm.com 

CHIEF  EXECUTIVE:  Louis  V.  Gertsner  Jr. 
MODEL  Enabler 
DESCRIPTION:  Big  Blue  provides  a  variet) 
software  applications  that  can  do  anyth 
from  managing  and  securing  electronic  paym 
to  providing  e-business  databases  that 
multi  media  capable.  The  company  supp< 

open  platforms 
aims  to  provide 
hardware  and  s 


ware  necessary 
allow  companie 
quickly  change  t 
applications  with 
having  to  change  their  core  infrastructure 
software  enables  online  stores  to  manage  coni 
and  integrate  with  back-end  systems. 


!32 


H    F    S    ■    Best  of  The  Web    ■    lul     17,  2000 


www.evoke.co 


In  a  perfect  world,  ideas  would  flow 
magically  from  person  to  person,  business 
:o  business.  Until  then,  we  suggest  you 
Tansform  the  one  you  inhabit  now — 
with  the  powerful  Internet  solutions  of 
Evoke  Communications.  As  today's  leading 
nternet  communication  service  provider, 
we're  the  place  on  the  Internet  where 
Deople  and  businesses  can  exchange  voice, 


video  and  visuals.  From  wireless  conferencing 
to  voice  over  IP  to  Webconferencing  and 
collaboration,  we're  radically  changing  how 
people  and  businesses  share  knowledge 
over  the  Web.  So  until  there's  telepathy, 
let  Evoke  Communications  show  you  why 
our  solutions  are  worlds  apart  from 
ordinary  services.  You'll  discover  we're 
exactly  what  you've  always  had  in  mind. 


6 

e 


Revoke 

^^^r         communications 


UNTIL  THERE'S  TELEPATHY,  THERE'S  EVOKE 


ENABLERS 


CLIENTS:  Key  Corp.,  Recreational  Equipment,  Ironside. 
BUZZ:  The  company  has  made  a  splash  about  e-business  in  its 
advertising,  and  it  claims  to  have  thousands  of  customers.  But 
the  hype  is  suspect:  IBM  dodges  questions  on  the  exact  number 
of  customers. 


Internet  Capital  Group 


41CBE) 


www.internetcapital.com 
CHIEF  EXECUTIVE:  Walter  W.  Buckley 
MODEL  Enabler 

DESCRIPTION:  Started  by  Walter  Buckley  and  Ken  Fox,  you  can 
think  of  Internet  Capital  Group  as  sort  of  a  hybrid  between,  say, 
General  Electric  and  venture  capitalists  Kleiner  Perkins.  The 
company  has  a  roster  of  65  partners  and  works  with  them  to  de- 
velop e-business  plans.  It  also 
functions  as  a  venture  capital 
firm,  with  investments  in  dozens 
of  B2B  companies.  By  combining 
the  two  segments  of  its  business, 
Internet  Capital  Group  gets  a 
unique  perspective — and  an  edge — in  its  investments. 
CLIENTS:  VerticalNet,  E-Chemicals,  PaperExchange.com. 
BUZZ:  Here's  a  tip  from  [OG:  The  B2B  winners  won't  be  those 
that  run  independent  marketplaces  or  even  the  companies  op- 
erating their  own  marketplaces.  Instead,  they  will  be  companies 
that  provide  services  that  all  marketplaces  need,  like  E-Credit 
which  processes  credit  ,\nd  financing  decisions  in  real  time. 


Oracle 


(ORCL) 


www.oracle.com 

CHIEF  EXECUTIVE:  Lawrence  I.  Ellison 

MODEL  1  nabler 

DESCRIPTION:  Oracle's  B2B  software  got  a  big  boost  when  Ford 
decided  to  create  an  exchange  based  on  its  software.  It's  a  nat- 
ural choice  tor  many  since  Ora- 
cle wraps  its  database  software, 
its  enterprise  resource  planning 
software  and  its  application 
servers  and  development  tools 
into  a  one-stop  platform  from 
winch  companies  can  operate 
marketplaces.  While  there  are 
many  benefits  to  a  well-integrated  software  package,  competi- 
tors cry  out  against  closed  systems  and  Oracle's  client  server 
architecture. 

CLIENTS:  Ford,  \\  ine.com. 

BUZZ:  When  the  automakers  joined  forces,  it  pitted  Oracle. 
which  powers  Ford's  site,  directly  against  Commerce  One,  which 
powers  GM's  business.  While  it's  too  earlv  to  be  sure,  some  ob- 
servers tell  FORBES  that  it  looks  like  Oracle  will  snag  the  deal. 

SAP  (sap) 

www  mysap  com 

CHIEF  EXECUTIVE:  Hasso  Planner  and  Henning  Kagermann 

MODEL  VSP  Enabler 

DESCRIPTION:  Software  maker  s  yp  launched  N4ySAP.com  in 

s  dictate  industrial  vendors  in  one  place.  You  pick  a 


vendor  at  MySAP  and  then  click  directly  into  that  vendor's ' 
site  to  make  a  purchase.  The  MySAP.com  marketplaces! 
open,  Internet  business  hubs  that  include  content,  collaborai 
^^^MHMgM  tools  and  commerce  tools. 

CLIENTS:  Autogrill  SPA,  Che\ 
Corp.,  Colgate-Palmolive  Co. 

[BUZZ:  This  German  ERP  star 
pg;  flat  on  its  face  trying  to  move  1 

TT  ^ ""       ""■■  I  business.  The  problem:  SAP  1 
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to  get  product  to  market  and  ended  up  with  buggy  software.1 
acle  and  12  moved  in  and  took  the  market.  There  is  good  ne 
the  horizon,  though.  In  June  Commerce  One  and  SAP  agree 
work  together  to  set  up  B2B  marketplaces  on  the  Web. 

VerticalNet 

www.verticalnet.com 

CHIEF  EXECUTIVE:  Mark  Walsh 

MODEL  Enabler 
DESCRIPTION:  VerticalNet  owns  and  operates  56  indusj 
specific  Web  sites.  Unlike  Ariba  and  Commerce  One,  Ver 
Net  doesn't  sell  software.  Rather,  it  has  set  up  Web  sites  for  I 

ferent  verticals  where  indu! 
professionals  can  pick  up  ii 
mation,  and  buy  supplies 
other  vendors  that  own  stc 
fronts.  Eventually  Walsh  ex 
these   most   content-orier 
sites  to  be  thriving  center^ 
c-commerce. 

CLIENTS:  3M,  DuPont,  Eastman  Kodak,  Siemens  Energy] 
Automation. 

BUZZ:  Could  be  that  this  company  will  shift  strategies 
hook  up  with  big  companies.  VerticalNet's  chief  executive  | 
that  future  verticals  will  be  run  by  big  companies,  like  El 
man  Chemical,  which  may  run  a  consortia  on  Vertical! 
platforms. 


Vignette 


M 


www.vignette.com 

CHIEF  EXECUTIVE:  Greg  Peters 

model  Enabler 

DESCRIPTION:  Vignette  makes  software  that  lets  compaJ 

publish  and  manage  content  on  the  Internet.  It's  a  monumel 

task  when  you  realize  that  millions  of  new  pages  show  up  onl 

Web  every  day.  The  software  allows  marketplaces  to  focus  or 

needs  of  each  client.  With  a  tew  clicks  of  the  mouse  you  can  ] 

a  search  engine  or  analyze  the  purchasing  habits  of  your  or 

clients.  With  that  kind  o(  information,  a  marketplace  could  | 

sending  its  customers  targeted  advertisements. 

CLIENTS:  700  customers  including  BMW,  DaimlerChryJ 

Citicorp, 

BUZZ:  Vignette  could  be  the  next  Oracle.  Since  going  publi^ 

February  W^  the  five-year-old  company's  stock  has  sur 

more  than  1,500%  giving  Vignette  a  market  cap  of  $8  billij 

That's  bigger  than  any  other  Web  software  company  exc 

Broadv  ision.  Now  Vignette  plans  to  roll  out  software  to  ha 

online  billing  and  payments  and  track  orders. 
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i  re  looking  to  say  goodbye  to  business  as  usual,  then  say  hello  to  us. 
ENUITY,"  we  can  help  you  use  the  Internet  to  reinvent  the  way  your 
■any  does  business.  As  BBN,  we  originally  brought  you  the  Internet. 
n  e-business  network  provider,  we  leverage  that  experience  to 
n,  build  and  fully  manage  your  network  infrastructure.  So  you  can 
e  costs  while  increasing  productivity  and  speed  to  market.  And  while 
may  no  longer  be  a  role  for  Risk  Aversion,  that's  probably  just  as  well. 


GENU  TY 


I-80O-GENUITY  www.genuity.com 


I  2000  Cenuitv 


Genuity  is  a  trademark  of  Genuity  Inc. 
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By  Daniel  Fisher 

B2B  wizards  from  the 
Valley  have  invaded  the 
energy  marketplace,  but 
surprise!  Enron,  the 
largest  U.S.  wholesaler  of 
natural  gas  and 
electricity,  has  by  far  the 
most  active  Internet  site. 
Houston-based  Enron 
Online  is  handling  well 
over$l  billion  in 
transactions  a  day  as  it 
links  up  buyers  and 
sellers  of  everything  from 
gas  to  wood  pulp.  It  has 
set  itself  in  the  middle  as 
a  marketmaker. 

Other  sites  such  as 
Altraand  Houston- 
Street.com  apply  the 
"bulletin  board" 
approach,  allowing 
buyers  and  sellers  to 
select  the  universe  of 
players  they  wish  to  deal 
with  and  then  to  cut 
deals  anonymously  on 
the  Web. 

This  is  one  market 
where  the  big  established 
companies— Chevron, 
Schlumberger,  Royal 
Dutch  Shell,  Duke 
Power— seethe  benefit 
and  are  joining  and 
forming  exchanges  at  a 
rapid  clip. 


ILITIES 


Altra 


(Private) 


www.altra.com 

CHIEF  EXECUTIVE:  Paul  Bourke 

MODEL  Marketplace 

DESCRIPTION:  The  granddaddy  of  Internet- 
based  commodity  exchanges,  Altra  has  moved 
beyond  its  base  in 
natural  gas  liquids 
to  become  a  top 
independent  ex- 
change for  natural 
gas,  oil  and  electricity.  Traders  choose  the  uni- 
verse of  players  they  wish  to  deal  with,  then  ar- 
rive at  a  price  anonymously  online.  While  small 
in  comparison  to  wholesale  giant  Enron,  Altra's 
trading  volume  has  been  ramping  up  fast. 
Electricity  trading,  launched  in  the  fourth 
quarter,  has  zoomed  to  more  than  $1.8  billion 
this  year,  while  total  trading  volume  exceeded 
$6.9  billion. 

CLIENTS:  Puget  Sound  Energy,  Gaz  de  France, 
Conoco. 

BUZZ:  Altrade  Energy  Portal,  a  new  portal  for 
traders  that  includes  news  feeds,  weather  reports 
and  customizable  data  is  on  a  roll.  Last  year  Al- 
trade  processed  $9  billion  in  transactions  for  en- 
ergy products  like  propane,  natural  gas  and  oil. 
But  in  the  first  quarter  of  this  year,  Altrade  has  al- 
ready handled  $4  billion  in  transactions.  Even 
more  impressive  is  that  half  of  the  country's  spot 
market  for  natural  gas  liquids  is  sold  through  Al- 
trade, and  10%  of  all  the  natural  gas  transactions 
in  the  country  funnel  through  Altrade  as  well. 


(Private) 


E-  C  h  o  i  c  e  N  e  t 

www.echoicenet.com 
CHIEF  EXECUTIVE:       iv  Bullock 
MODEL:  Marketplace 
DESCRIPTION:  If  E- 

Ch  o  ice  Ne  t .  co  m 

succeeds,  it  will  be 
largely  invisible  to  | 
consumers.  L'tili 
tics  mk\  other  mar-  \~^-*£ 
keters  of  electricity 
and  natural  gas  will  use  the  system,  under  their 
own  brand  names,  to  solicit  requests  from  com- 
mercial and  residential  customers  for  bids. 
E-ChoiceNet,  owned  by  energy  software  firm 
i  xcelergy,  will  match  them  up.  The  key  is 
i  loiceNet's  agreements  with  utilities  to  supply 
ustomer's  usage  patterns  electronically  so 
that  suppliers  can  make  an  accurate  bid. 


CLIENTS:  Pacific  Gas  &  Electric,  San  Diego  Gal 
Electric,  BP  Amoco,  Niagra  Mohawk. 
BUZZ:  E-ChoiceNet  is  going  nationwide.  So  frj 
has  signed  up  four  utilities  in  California  and  i 
in  New  York,  plus  30  energy  suppliers. 


Enermetrix 


(Privi 


www.enermetrix.com 
CHIEF  EXECUTIVE:  John  Gaus 

MODEL:  Marketplace 

DESCRIPTION:  An  electronic  marketplace  wh 
big  customers  and  aggregators  of  demand — id 
electricity  and  natural  gas  distributors,  mosti  - 
can  bid  directly  for  supply  on  a  minute-* 
minute  basis.  It  gives  distributors  an  inexpeni 
way  to  provide  energy  to  new  customers  outs 
their  traditional  service  areas,  while  suppliers! 
a  much  better  view  of  the  market.  Enermetrii 
particularly  strong  in  New  England,  thanks 
backing  from  Pittsburgh  utility  Duquesne  Enj 
prises  and  others,  but  it's  branching  out  to  (J 
fornia,  Texas  and  international  markets.  Si 
going  online  in 
January  1998,  the 
site  has  handled 
more  than  $70 
million  in  con- 
tracts and  the  vol- 
ume of  electricity  I 
traded  is  growing  at  55%  a  month. 
CLIENTS:  Scana,  PSEG,  OnDemand  Energy 
tions,  Benjamin  Moore  Paints. 
BUZZ:  Hired  Charles  Henry,  former  president 
the  Chicago  Board  of  Options  Exchange,] 
president. 

Enron  Online 

www.enrononline.com 
CHIEF  EXECUTIVE:  Louise  Kitchen 
MODEL:  Marketplace 

DESCRIPTION:   Some  might  call  it  cheating, 
Enron  has  created  what  is  probably  the  wor  I 
biggest  e-commerce  site  by  shifting  more 
half  its  wholesale  gas  and  electricity  busines; 
EnronOnline.  Transactions  average  more  tf 
$1  billion  a  day  and  frequendy  top  $2  billion, 
trading  alone  is  20  billion  cubic  feet  a  day,  eqij 
alent  to  a  third  of  U.S.  consumption.  The 
difference  with  other  exchanges  is  that  Enil 
is  on  the  other 


side  of  every  deal 
as  a  market- 
maker,  instead  ot 
matching  up  in- 
dependent buy- 
ers and  sellers. 
Enron  maintains 


WHY? 
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hree  revolutionary  innovations.  Recognized  by  the  Smithsonian. 


See  how  our  e-learning  solutions 
can  revolutionize  your  business. 


University  Access 

Developing  Business  Leaders.  Online. 


www.universityaccess.com/corporate 

Corporate  Education  Division 

888.960.1700 

corporate@universityaccess.com 

'University  Access  is  now  included  in  the  Smithsonian  Institution's  Permanent  Research  Collection  on  Information  Technology. 


&.  Utilities 

that's  the  best  way  to  sell  commodities  online  because  it  elimi- 
nates the  risk  that  the  party  on  the  other  side  of  the  transaction 
won't  deliver  the  goods.  Not  content  with  just  gas  and  electric- 
ity, Enron  is  pushing  into  everything  from  wood  pulp  to  broad- 
band data  transmission  capacity. 
CLIENTS:  Not  available. 

BUZZ:  Transactions  of  more  than  $50  billion  since  Jan.  1.  New 
products  include  paper,  pulp,  bandwidth,  petrochemicals  and 
plastics. 


HoustonStreet.com 


(Private) 


ME3X 


www.houstonstreet.com 

CHIEF  EXECUTIVE:  Frank  Getman 

MODEL  Marketplace 

DESCRIPTION:  HoustonStreet  is  a  tool  for  traders,  using 

XML  technology  to  "push" 


quotes  to  Web  browsers 
in  real-time,  much  like 
terminals  on  proprietary 
systems  such  as  Bloomberg. 
HoustonStreet  SpeedWay, 
designed  for  high-volume 
traders,  is  an  exchange  that 
trades  electricity.  The  main  site  trades  crude  oil  and 
refined  products.  HoustonStreet  uses  an  anonymous  rating 
system  that  lets  you  rate  the  other  companies  in  the  trading 
network  on  a  buy/sell  basis.  If  you  have  not  put  a  company 
on  your  approved  customer  list,  then  the  system  will  prevent 
your  traders  from  dealing  with  it.  On  its  first  day  in  May, 
Petroleum  transactions  exceeded  $2  million;  with  backing 
from  the  likes  of  Shell,  Conoco  and  Texaco,  look  for  volume 
to  increase. 

CLIENTS:  Chevron,  Conoco. 

BUZZ:  A  lucrative  venture  could  be  in  the  works.  Taking 
advantage  of  the  Japanese  government's  deregulation  of  its 
energy  market,  a  number  of  major  Japanese  money  market 
brokers  have  been  considering  turning  to  HoustonStreet  to 
create  a  marketplace  for  their  proposed  wholesale  electricity 
market. 


LiLdigoPojiLcjuiL 


(Private) 


www.indigopool.com 
CHIEF  EXECUTIVE:  Satish  Pai 

MODEL:  Marketplace 

DESCRIPTION:  IndigoPool  is  Schlumberger's  consignment  shop 

for  energy-related  technol- 


ogj  and  oil  and  gas  proper- 
ties. At  this  marketplace,  you 
can  find  everything  from 
seismic  data  to  leases  on  pro- 
ducing fields.  Schlumberger 
stores  the  information  on  its 
worldwide  computer  network  and  qualities  participants;  after 
that  it's  up  to  the  buyers  and  .sellers  to  strike  a  deal.  The  market- 
place currently  has  more  than  1 ,800  registered  users  and  220  as- 
n  44  companies.  Sales  are  currently  completed  offline, 
mberger  will  add  a  transaction  function  later  this  year. 


CLIENTS:  Amerada  Hess,  BP  Amoco,  Texaco. 

BUZZ:  IndigoPool  has  hooked  up  with  Commerce  One.  J 

gether  the  two  companies  will  develop  e-commerce  tools! 

many  businesses,   including   the   upstream   oil   and  I 

industry. 


RedMeteor.com 


Jfra{ 


www.redmoteor.com 

CHIEF  EXECUTIVE:  Vincent  di  Cosimo 

MODEL  Marketplace 

DESCRIPTION:  A  hybrid  of  old  and  new,  RedMeteor.com  wM 
to  modernize  the  venerable  "smile  and  dial"  networW 
phone-based  crude  oil  brokers  with  an  XML-powered  \l 

trading  system.  To  rfl 
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bring  volume  to  its  I 
change,  RedMeteor  I 
bought  a  couple  of  I 
isting  crude  broke™ 
houses.  Traders  can  I 
the  Web  to  do  dealsB 
they  can  call  a  RedM 
teor  broker;  either  way,  the  resulting  trades  are  posted  onlB 
Recent  deals  with  several  pipeline  companies  allow  trade  w 
refined  products  by  location.  Natural  gas  and  electricity  ■ 
available,  but  crude's  where  the  real  action  is  on  this  site.  RL 
Meteor  has  done  $200  million  in  transactions  since  going  I 
in  mid-May 
CLIENTS  Vitol. 

BUZZ:  In  June  the  company  acquired  energy  brokerage  fil 
TCT  Energy  signifying  the  start  of  its  hybrid  model  of  co» 
bining  human  interaction  with  the  Web.  The  brokers  will  p»| 
vide  their  industry  expertise  to  traders  to  help  them  br» 
the  transition  from  traditional  ways  of  trading  to  InterB 
trading. 


Water2Water 


(PriKi) 


www.water2water.com 

CHIEF  EXECUTIVE:  Rebecca  Mark 

MODEL:  Marketplace 

DESCRIPTION:  In  February  Azurix  Corp.  laundl 
Water2Water,  an  Internet  marketplace.  This  vertical  exchaJ 
allows  buyers  to  purchase  water  and  the  rights  to  the  sup] 
with  the  aid  of  a  simple  Web 
interface.  Users  can  also 
arrange  for  water  transfer  and 
storage.  The  development  of 
Water2Water  is  the  first  time 
in  the  U.S.  that  there  is  an  ac- 
tual marketplace  for  water. 
Buyers  and  sellers  can  benefit 
from  the  price  transparency  it 
creates. 

CUENTS:  Not  available. 
BUZZ:  In  lune  Azurix  was  selected  to  negotiate  agreemel 
to  provide  water  and  wastewater  services  to  communi] 
in  Louisiana  and  New  Jersey.  Total  value  of  the  di 
$130  million. 
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I  am  the  common, 

everyday  vocabulary  of  commerce. 

I  am  the  language  that  articulated 

the  car  you're  driving, 

shirt  you're  wearing, 

book  you're  reading, 

film  you're  watching, 

product  you're  selling, 

paycheck  you're  earning, 

and  swordfish  you'll  have 

at  that  restaurant  tomorrow. 

I  am  the  linchpin  under  all 

the  world's  commerce. 


I 


Who  Is  ths  linchpin  imdtr  mo? 


■I  ©  2000  SBC  Communications  ln<    All  rights  n 


W'e'it-  investing  6  billion  dollars  in  the  most  far-reaching  deployment 
of  broadband  out  there.  We're  one  of  the  largest  network  integrators. 
and  a  provider  of  advanced,  global  eCommerce  solutions. We're  SBC. 
The  combined  strengths  of  Ameritech,  Pacific  Bell, 
Southwestern  Bell,  Nevada  Bell,  SNET  and  now 
Sterling  Commerce. 


SBC 
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By  Lisa  Scheer 

Online  auctions  for 
excess  inventory  are  one 
of  the  fastest  growing 
B2B  Web  plays.  Forrester 
Research  expects  the 
market  to  reach  $52.6 
billion  by  2002. 

"This  is  Ebay  for  big 
business,"  says  analyst 
Tim  Klein  of  U.S.  Bancorp 
Piper  Jaffray.  Now  a 
Detroit  carmaker  posts  a 
dated  industrial  machine 
on  the  Web  and  a  Bogota, 
Colombia,  machine  shop 
bids  on  it.  No  more  pokey 
faxes,  phone  tag  or  costly 
local  brokers.  And 
anonymity  in  dumping 
overstocks  and  overruns 
helps  companies  protect 
brands. 

Horizontal  sites  like 
TradeOut  feature 
thousands  of  diverse 
items,  from  circuit  boards 
to  handmade  cowboy 
boots.  Verticals  like 
ZoneTrader  target  niche 
markets  such  as  used  IT 
equipment.  Brick-and- 
mortar-businesses  have 
also  entered  the  fray:  To 
stake  out  the  $100  billion 
global  market  for  used 
industrial  equipment, 
traditional  auctioneers 
have  moved  to  the  Web. 

Now  there  are  way  too 
many  B2B  Web  auction 
sites.  Soon  bankruptcy 
courts  may  be  auctioning 
off  their  assets. 


AssctTrade 


(Private) 


www.assettrade.com 

CHIEF  EXECUTIVE:  Gavin  Kerr 

MODEL:  Marketplace 

DESCRIPTION:  Launched  in  April,  AssetTrade  is  a 
global  marketplace  specializing  in  the  sale  of  used 
industrial  equipment.  This  is  a  clicks-and-mortar 
play:  Traditional  B2B  auctioneers  Henry  Butcher 
International  Ltd.  and  &Snii|VP«*~ 


-J  '"J 


Michael  Fox  Interna- 
tional are  strategic  ££*£ 
partners.  AssetTrade 
also    provides    ap- 
praisals,  cataloging 


M»rt»ff>iace   £E 


and  shipment  services.  Sellers  typically  pay  a  5% 
to  10%  commission  on  the  final  sale. 
CLIENTS:  DuPont. 

BUZZ:  Internet  Capital  Group  invested  $1 1.5  mil- 
lion in  exchange  for  25.3%  equity  interest. 


DoveBid 


(Private) 


www.dovebid.com 

CHIEF  EXECUTIVE:  Ross  M.  Dove 

MODEL  Marketplace 

DESCRIPTION:  This  site  is  the  electronic  rollout 
of  DoveBid,  the  63-year-old  B2B  auctioneer.  Its 
Webcasts  of  live  auctions  allow  customers  to  bid 
in  real-time  on  a  broad  range  of  industrial 
equipment,  from  apparel  manufacturing  equip- 
ment to  office  furniture  to  machine  tools.  Sellers 
typically  pay  5%  of  the  final  price. 
CLIENTS:  DaimlerChrysler,  Raytheon, 
Packard-Bell. 

BUZZ:  Withdrew  its  IPO  registration  after  the  tech 
market  soured.  Last  year  it  lost  $4  million  on  rev- 
enues of  $12  million.  But  its  strong  brand  and 
big  offline  customer  database  should  help  gener- 
ate volume. 


Esprockct 


(Private) 


www.esprocket.com 
CHIEF  EXECUTIVE:  Ben  Coes 
MODEL  Marketplace 

DESCRIPTION:  Not  an  auction  site  but  an  online 
marketplace  featuring  negotiated  sales  of  big- 
ticket  used  industrial  equipment,  from  wood- 
working machines  and  chemical-processing 
equipment  to  shears,  saws  and  pumps  (see  Indus- 
trial  Equipment,  p.  160).  Buyers  peruse  an  inven- 
tory of  25,000  listed  items,  recently  worth  $625 
million.  Esprocket's  strength  is  a  proprietary 
technology  thai  enables  buyers  and  sellers  to  hag- 
gle online  in  real-time,  hastening  the  negotiation 


process.  (Deals  can  also  be  sealed  throua 
e-mail.)  Through  outside  vendors,  Esprockl 
offers  services  like  inspections,  appraisals,  finan 
ing  and  shipping.  The  site  skims  a  5%  sales  cor> 
mission  on  completed  transactions. 
CLIENTS:  Aztec  Manufacturing,  Raco  Intefj 
national,  Alloy  Industries. 
BUZZ:  Great  backers  and  lots  of  volume.  An  exclj 
sive  partnership  with  the  Machinery  Dealers  Nil 
tional  Association  (MDNA),  the  nation's  largest  all 
sociation  of  marketmakers  for  used  industry 
equipment,  gives  Esprocket  access  to  dealer  inve 
tories,  boosting  its  volume  of  equipment  listing 


FreeMarkets  Asset 
Exchange 


(FMH 


www.assetexchange.freemarkets.com 
CHIEF  EXECUTIVE:  Glen  Meakem 

MODEL:  Marketplace/Enabler 
DESCRIPTION:  Features  auctions  of  surplus  i\ 
dustrial  equipment,  from  train  engines  to  plasj 
moldings  to  printed  circuit  boards.  Acquired  sv. 
plus     assets     marketplace     Imark.com     la 
March.  There's  a  5%  to  10%  sell-sidecommissic 
CLIENTS:  United  Technologies  Corp. 
BUZZ:    Its   stock   is   down — way   down. 
FreeMarkets'  business  is  growing  fast.  This  enabll 
should  be  able  to  leverage  its  relationship  with  i| 
dustrial  equipment  buyers  to  boost  business. 


Redtagbiz.com 


(Priva: 


www.redtagblz.com 

CHIEF  EXECUTIVE:  Tom  Fetters 

MODEL  Marketplace 
DESCRIPTION:  Specializes  in  the  sale  of  exct 
consumer  goods.  Redtagbiz.com  acquires  and  i| 
sells  slow-selling,  discontinued  merchandia 
mainly  in  the  house- 
wares and  consumer 
electronics    indus- 
tries. The  site  offers 
manufacturers' 
guarantees  and  pro- 
vides financing.  Sellers  typically  pay  5%  to  1^ 
of  the  final  price. 
CUENTS:  Egghead.com,  Bill's  Dollar  Stores,  Fl 
gerhut,  Ubid,  Sharp  Electronics,  Philips  Maj 
navox,  Samsung  Cameras 
BUZZ:  Before  this,  Chief  Executive  Tom  Pett< 
built  Petters  Wholesale,  a  well-known  excess  i 
ventory  reseller.  However,  whether  this  site  is  a 
to  compete  against  better  financed  outfits  li 
TradeOut  remains  to  be  seen. 


RetailExchange.com 


(Priva 


www.retailexchange.com 

CHIEF  EXECUTIVE:  Kenneth  Frieze 
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MODEL  Marketplace 

ipecializes  in  the  sale  of  excess  consumer  inventory  by  manu- 

acturers  and  vendors.  Launched  in  February,  the  value  of  Re- 

i  ailExchange's  inventory  is  lately  worth  $150  million  and  that 
nventory  ranges  from  Mikasa  housewares  to  Italian  calfskin 
landbags  to  Ricky  Martin  T  shirts.  Sellers  pay  a  flat  listing  fee 
>f  $25  (starting  January  2001)  and  a  5%  commission  on  each 

i  ransaction. 

ILIENTS:  Ames  and  Bradlees  Department  Stores. 
IUZZ:  RetailExchange.com  is  bankrolled  in  part  by  the  Boston- 

i  >ased  Gordon  Brothers,  a  97-year-old  liquidation  specialist. 

:  And  family,  to  boot:  RetailExchange's  Ken  Frieze  is  Gordon 

•  Mothers'  chief  executive  Mike  Frieze's  son.) 


rradeOut.com 


(Private) 


7ww.trade0ut.com 

JHIEF  EXECUTIVE:  George  Samenuk 

100EL:  Marketplace 

IESCRIPTION:  A  benchmark  of  TradeOut's  success  is  the  size  of 
its  market — it  offers  thou- 
l  ands  of  excess  inventory  auc- 
1  ;ons  featuring  products  from 
1  ousewares  to  name-brand 
iDOtwear  to  used  industrial 

quipment.  The  easy-to-navi- 
1  ate  site  is  searchable  by  mul- 
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tiple  criteria.  On  the  other  hand,  competitors  are  eager  to  point 
out  that  despite  the  volume  of  listings,  TradeOut  moves  a  slim 
5%  of  its  inventory.  Sellers  typically  pay  TradeOut  listing  fees  of 
$10  plus  5%  of  the  final  price. 
CUENTS:  GE  Capital,  Federated  Department  Stores. 
BUZZ:  TradeOut  touts  its  "first-mover"  advantage  and  also 
boasts  the  seal  of  approval  from  Ebay,  which  has  invested.  Ob- 
servers will  be  able  to  assess  how  much  those  factors  are  worth 
if  TradeOut  goes  forward  with  a  pending  IPO. 


ZoneTrader.com 


(Private) 


www.zonetrader.com 

CHIEF  EXECUTIVE:  David  Gigerich 

MODEL-  Marketplace 

DESCRIPTION:  A  well-funded  Minneapolis-based  marketplace 
that  acquires,  refurbishes  and  resells  used  information  technol- 
ogy equipment,  creating  an  aftermarket  in  expensive  gear  like 
high-end  servers  and  desktop  PCs.  The  site  offers  30-day  repair 
or  replacement  guarantees  as  well  as  delivery. 
CLIENTS:  Ford  Motor  Company,  Dow  Chemical  Company, 
Sprint. 

BUZZ:  ZoneTrader.com  is  expanding  into  sales  of  products  like 
surplus  manufacturing  and  chemical  processing  equipment. 
Strategic  alliances  with  ZoneTrader  equity  investors,  Dow 
Chemical  and  Ford  will  give  the  site  access  to  those  seller's  sur- 
plus capital  equipment.  F 


HedgeFund.Net 

Sophisticated,  Accredited  Investors  Only 


Hook  Up  with 
the  Big  Fish 


HedgeFund.Net 

A  Tuna  Web  Site 
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Tuna  Group,  LLC  -The  Alternative  Financial  Services  Company 

LOCUST  VALLEY,  NY  •  NEW  YORK,  NY  •  BOSTON,  MA  •  CARLSBAD,  CA 


web  hosting  the  intel  way 
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is  checking  something 
2000  times  an  hour^ 
a  sign  of  mental  ii    ' 
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Services.  Inc  is  a  wholly  owned  subsidiary  o!  Intel  Conv.ition    Ail 
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it  inter  online  services,  we  live  by  a  simple  motto:  "only  the  paranoid  survive."  because 
n  our  business,  total  obsessiveness  is  what  separates  the  never-miss-a-blip  from 
he  merely  attentive,  we  take  over  2,000  measurements  of  website  performance 
sve'ry  hour,  we  monitor  the  entire  end-to-end  path  from  you  to  your  customers 
t  over  40  countries  around  the  world,  and  we  have  a  team  of  web  and 
ipplication  hosting  specialists,  certified  in  over  35  web  and  networking  standards, 
ur  disposal  around  the  clock,  because  in  the  surge  economy,  a  lot  can 
:appen   between   tick   and   tock.   to  take  the  first   step,   visit  us   online  or  call 

-877-320-2662.  (/web  hosting  for  the  surge  economy  +  intelonlineservices.com/infc <J 
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CES 


By  Scott  Woolley 

Trading  financial 
instruments  electronically 
is  nothing  new.  So  it's  no 
surprise  that  B2B  Web 
exchanges  devoted  to 
financial  instruments 
litter  cyberspace.  You 
name  it— municipals, 
leases,  credit  derivatives 
and  even  catastrophe 
insurance. 

As  diverse  as  they  are, 
most  of  the  new  trading 
sites  are  desperately 
seeking  the  same  thing: 
liquidity.  It'sachicken- 
or-the-egg  problem.  With 
low  transaction  volume, 
no  one  comes  to  the  site; 
if  no  one  comes  to  the 
site,  transactions  are 
guaranteed  to  be  low. 
"Trying  to  increase 
liquidity  is  what  I  eat, 
sleep  and  breathe,"  says 
John  McEvoy,  founder  of 
Creditex,  a  credit 
derivatives  exchange. 
Such  liquidity  problems 
are  good  news  for  NYSE 
and  other  established 
markets.  Still,  the  fact 
that  their  biggest 
members,  Goldman 
Sachs  and  Merrill  Lynch 
for  example,  are  also  the 
biggest  backers  of  these 
alternative  exchanges 
should  give  them  a  few 
sleepless  nights. 


Bloomberg.com 


(Private) 


www.bioomberg.com 
CHIEF  EXECUTIVE:  Michael  Bloomberg 
MODEL:  Marketplace 

DESCRIPTION:  Before  the  Internet,  there  was 
Bloomberg.  The  ubiquitous  terminal  has  sat  on 
Wall  Street  traders'  desks  for  two  decades,  con- 
necting them  in  the  first  online  "B2B  network" 
the  financial  services  industry  knew. 

Now  that  B2B  marketplaces  are  moving  to 
the  Internet,  can  Bloomberg  maintain  its  dom- 
inant position  as  a  place  for  data  and  trades?  It 
won't  be  easy,  but 
instead  of  running 
from  the  Internet, 
the  company  has 
tried  to  move  many 
of  its  information 
and  trading  func- 
tions there,  offering 
an  ever-expanding 
site  that  makes  the  most  of  Bloomberg's  massive 
content  and  client  base. 
CLIENTS:  Every  major  Wall  Street  firm. 
BUZZ:  Bloomberg  has  been  the  glue  that  con- 
nected Wall  Street  for  years.  But  despite  its  ex- 
tensive content,  the  Web  has  left  Bloomberg 
playing  a  game  of  catch-up.  Last  year  it  merged 
its  Tradebook  ECN,  with  ITG's  Posit  to  form  a 
"SuperECN."  Unfortunately,  it  still  isn't  doing 
nearly  the  trading  volume  of  competitors  like 
Island  ECN. 


Calejt 


(Private) 


www.catex.com 

CHIEF  EXECUTIVE:  Francis  X.  Fortunate 
MODEL  Marketplace 

DESCRIPTION:  In  the  arcane  world  of  derivatives, 
weather  and  catastrophe  options  are  refreshingly 
straightforward.  If  an  insurance  company  is  wor- 
ried about  a  hurricane  leveling  Miami,  for  exam- 
ple, it  can  offset  that  risk  by  buying  a  derivative 
which  pays  otl  the  minute  a  suitably  large  gale 
touches  down  in 
Dade  County.  If] 
a  natural  gas 
company  is  wor- 
ried about  a 
warm  winter 
holding  down 
demand,  it  can  buy  options  whose  value  rises 
along  with  the  temperature.  Catcx  runs  an  online 
exchange  for  trading  such  risks  and  has  now  ex- 


panded to  all  lines  of  commercial  insurance  ai  j 
reinsurance. 

CLIENTS:  Intermediaries,  reinsurers,  insuran| 
carriers  and  corporate  risk  managers 
BUZZ:  Catex  picked  a  hot  market  early  and  dev< 
oped  much  of  its  own  technology.  But  the  site  hi 
yet  to  prove  that  the  future  of  risk  arbitrage  li 
on  the  Internet.  It  claims  to  have  completed  43] 
plus  transactions  representing  more  than  $3  bj 
lion  of  insured  limit.  But  that's  peanuts  in  the  ij 
surance  industry,  and  not  much  to  show  fl 
almost  five  years  in  business.  Still,  the  marketj 
expanding  wildly  and  if  Catex  can  work  out  ti 
technical  kinks,  it  could  be  one  of  the  biggest  d| 
rivatives  exchanges  on  the  Web. 


Creditex 


jw 


www.creditex.com 

CHIEF  EXECUTIVE:   John  McEvoy  and  S 
Hirani 

MODEL:  Marketplace 
DESCRIPTION:  Creditex  lets  traders  buy  and  s 
"credit  derivatives,"  specializing  in  contrac 
that  let  bond  holders  hedge  their  exposure 
case  of  a  default.  For  example,  when  Conse 
bonds  started  looking  shaky  earlier  in  the  ye 
traders  rushed  to  Creditex  to  limit  their  dow 
side  in  case  of  a  bankruptcy.  One  of  the  newi 

flavors  of  deriv 
tives,  credit  deri 
atives  are  nc 
experiencing  e 
plosive  growth. 
CLIENTS:  Inve: 
ment  banks,  coi 
mercial  banks,  insurance  companies,  reinsi' 
ance  companies,  hedge  funds  and  mon 
managers. 

BUZZ:  The  site  just  went  live  in  March  and  r I 
managed  to  build  traffic  faster  than  comparal| 
exchanges.  In  its  first  quarter  of  existence  Crfl 
itex  says  it  has  managed  to  increase  the  nui 
ber  of  institutional  subscribers  from  12  to 
and  has  completed  sales  with  a  notional  value| 
$200  million. 


Ecredit.com 


(Priva 


www.ecredit.com 

CHIEF  EXECUTIVE:  Venkat  Srinivasan 

MODEL  Marketplace 
DESCRIPTION:  Ecredit  wants  to  make  trips! 
your  neighborhood  bank  a  thing  of  the  past.  T| 
company's  site  hooks  up  businesses  that  want! 
lend  with  those  that  want  to  borrow,  automatil 
the  credit  scoring  process  and  playing  mate! 
maker.  President  Peter  McKay  boasts  that  b<| 
rowers  can  get  approval  for  a  $1  million  le<| 
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Companies  are  spending  millions  on  e-procurement. 




■■  Warn 

I 


IG  Commerce  gives  you  rapid  e-procurement  savings  with  no  significant  upfront  capital  investment 

one's  talking  about  e-procurement.  So 


aren't  the  savings  pouring  in? 
imple.  E-procurement  isn't  easy.  And  it 
;  more  than  technology  to  make  it  work. 
it  ICG  Commerce,  we  can  get  your 
icurement  savings  flowing  right  away.  How? 
iing  advanced,  Internet-based  technology 
requires  no  major  upfront  capital  investment 


or  software  installation.  At  the  same  time,  our 
experienced  purchasing  professionals  work  to 
rapidly  uncover  real  cost  savings. 

With  our  comprehensive  strategies  and  tools, 
including  catalog  purchases,  spot  buys,  portals 
and  exchanges,  aggregated  buys,  forward  and 
reverse  auctions,  and  eRFQs/eRFPs,  no  one  offers 
you  more  ways  to  save.  And  no  one  does  a 


better  job  of  integrating  e-procurement  into 
your  existing  systems— without  turning  your 
current  organization  upside  down. 

ICG  Commerce  is  making  e-procurement 
work  for  companies  around  the  globe.  Shouldn't 
we  make  it  work  for  you? 

"^ommerce 

The  Promise  of  e-Procurement  Made  Real." 


iCG 


v.icgcommerce.com  Call  toll  free:  877.935.ICGC 
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CES 

with  no  human  intervention  on  the 
lender's  side. 

CLIENTS:  Cisco,  Eastman  Chemical, 
InsuranceOrder.com,  Metal  Suppli- 
ers Online,  Cargill,  PlasticsNet.com. 
BUZZ:  Banks  such  as  First  Union 
and  Wells  Fargo  have  been  shower- 
ing money  on  Ecredit.  The  owner- 
ship stakes  give  the  company  easy  access  to  their  lending 
departments,  but  will  it  still  have  the  freedom — and  desire — to 
drive  down  rates  for  its  borrowers? 


EI&ujl 


(Private) 


www.elease.com 

CHIEF  EXECUTIVE:  Ivan  Wolkind 

MODEL:  Marketplace 

DESCRIPTION:  What's  in  a  name?  At  least  $2  million  if  you  are 
Elease  founder  Ivan  Wolkind.  That  is  how  much  money  he  and 
his  backers  spent  to  get  its  domain  name.  However,  in  the 

crowded  field  of  online  leas- 
ing, tiny  Elease  has  been  able 


Wticomt  U  «t«M**  -  iw  »—  faay  * 


ca 


t"/.''IW 


OQuickQuote 


to  stand  out  for  its  expansive 

, __ ,.__„ offering  and  ease  of  use  (see 

story  p.  77).  The  site's  original 
focus  was  nothing  more  com- 
plicated than  brokering  leases 
online  in  what  is  essentially  a 


neutral  marketplace.  It  claims  to  have  closed  the  largest  lease 
ever  transacted  online,  worth  $4.5  million. 
CLIENTS:  Gateway. 

BUZZ:  Backed  by  Idealab,  the  original  Internet  incubator,  Elease 
has  gotten  off  to  a  flying  start.  Now  it  is  trying  to  expand  be- 
yond its  middleman  roots  to  become  an  application  software 
provider,  selling  software  that  lets  companies  evaluate  and  man- 
age their  portfolio  of  leases.  Idealab  companies  have  tradition- 
ally made  splashy  debuts,  only  to  stumble  badly  later  on.  With 
Elease,  Idealab  gets  another  chance  to  prove  it  can  back  a  good 
idea  that  goes  the  distance. 


GE  Small  Busin ess  Solutions 

www.gesmallbusiness.com 
CHIEF  EXECUTIVE:  Jack  Welch 
MODEL  Marketplace 
DESCRIPTION:  GE  was  a  pio- 
neer ol  business-to-business 
transactions  in  the  early  days 
of    the    Internet    (FORBES, 
Mar.  10,  1997)  and  it  is  still 
charging  hard  in  this  area. 
Under   orders    from    Welch 
himself,  nearly  every  division 
of  (it  is  being  Webified  (see 


(GE) 


For  small  businesses  seeking  financing,  its  Small  Busi- 
ness Solutions  division  has  plenty  to  offer  in  a  well-designed 
lite.  The  site  allows  small  businesses  to  g«  |  an  array  of 
and  leases  direct  from  GE  online.  Customers  can  even 
oi  cars  through  the  site. 


CLIENTS:  Small  and  medium-size  businesses. 
BUZZ:  The  scope  of  services  GE  wants  to  offer  seems  to  kno  I 
no  bounds.  They  extend  beyond  simple  financing;  the  sit  | 
volunteers  to  manage  everything  from  a  small  business'  err  I 
ployee  benefits  program  to  its  communications  services.  Bi 
can  one  company  really  master  all  these  areas,  even  if  th; 
company  is  GE? 


MuniAuction 


(Private) 


www.muniauction.com 

CHIEF  EXECUTIVE:  Myles  Harrington 

MODEL:  Marketplace 

DESCRIPTION:  Few  Web  sites  have  quite  as  much  gumption  ; 

MuniAuction,  which  cuts  the  traditional  Wall  Street  middleme 

out  of  the  bond-trading  process.  (No  surprise  that  the  site  is  or 

of  the  few  without  a  large  ownership  stake  in  brokerage  fin 

hands.)  The  site  offers  a  range  of  municipal  bond  products  an 

boasts  of  lower  fees  than  old-fashioned  Wall  Street  brokers.  Mi 

niAuction  says  it  has  now  completed  more  than  280  auctioi 

with  bonds  worth  more  than  $450  billion. 

CLIENTS:  Institutional  investors  (e.g.,  New  Jersey,  Connecticut 

and  broker-dealers  (e.g.,  Goldman  Sachs,  Morgan  Stanle 

JPMorgan). 

BUZZ:  MuniAuction's  recent  attempt  to  create  a  secondary  ma; 

ket  for  municipal  bonds  stumbled  badly  as  a  result  of  technic 

glitches.  But  the  site  managed  its  second  secondary  auction, 

March,  much  more  smoothly;  $13  million  worth  of  bon(| 

traded  hands. 
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www.tradeweb.com 

CHIEF  EXECUTIVE:  Tim  Toffey 

MODEL:  Marketplace 
DESCRIPTION:  TradeWeb  is  by  f 

the  biggest  online  bond  ei 
change,  bringing  together  buye 
and  sellers  of  U.S.  Governme 
debt.  It's  backed  by  a  who's  wl 
of  bond  trading  firms,  fro 
Goldman  Sachs  to  Merrill  Lync 
As  a  result  it  has  had  no  trouble  building  up  volume  ve 
quickly — the  value  of  all  the  bonds  traded  on  the  site  ju 
passed  $  1  trillion.  Six  billion  dollars  in  debt  now  gets  trad< 
every  day. 

CLIENTS:  Blackrock,  Banc  One  Investment  Advisors,  M. 
Investment  Management,  Metropolitan  West  Ass 
Management 

BUZZ:  This  year  TradeWeb  will  begin  offering  trades 
agency  debt  (Fannie  Maes  and  Freddie  Macs)  and  foreij 
debt.  These  markets  are  less  liquid  and  less  transparent  th; 
the  Treasury  market,  meaning  TradeWeb's  electron 
exchange  has  the  potential  to  dramatically  shrink  tl 
fat  spreads  that  exist  today.  Of  course,  those  fat  spreads  a 
the  source  of  great  profits  to  its  Wall  Street  owners  ai 
their  existing  bond  trading  arms.  So  how  much  TradeW 
lives  up  to  its  potential  as  an  efficient  market  remai 
to  be  seen. 
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"Sweeny,  if  I'm  going  to  take  credit  for  this  payment  paradigm  shift, 
you  had  damn  well  better  tell  me  what  it  all  means!" 


The  check's  not  in  the  mail 

There's  no  faking  it  in  the  new  economy.  Real  success  requires 

something  more.  Something  better.  Welcome  to  Clareon, 

the  B2B  payment  solution  that  makes  paper  checks  virtually  obsolete. 

Clareon  enables  Internet  commerce  with  cross-platform  ease. 

Global  access.  State-of-the-art  security.  Breakthrough  efficiency. 

In  other  words,  everything  electronic  payment  needs  to  be. 

www.clareon.net 


clareon 

the  business  payment  network 


<0  Donald  Reilly 


EVERAGE 


By  Doug  Donovan 

"How  does  shrimp  get  out 
of  a  pond  in  Thailand  and 
end  up  on  your  plate  in 
America?"  asks  Mark 
Moore,  chief  executive  of 
GlobalFoodExchange.com. 
"You  don't  want  to  know." 
But  plenty  of  B2B 
operations  are  trying  to 
take  a  bite  of  the  $800 
billion  global  food  market 
and  $600  billion  global 
alcohol  beverage  market. 

These  B2B  guys  think 
they  can  streamline  the 
process,  guaranteeing 
freshness,  reducing 
inventories  and  generally 
bringing  order  to  a 
fragmented  industry. 

But  it  won't  be  easy. 
Headaches  abound,  from 
government  regulations  to 
product  spoilage.  One  of 
the  industry's  darlings— 
Efdex.com— has  already 
burned  through  $69 
million  in  venture  capital 
with  nothing  but  a  Web 
site  to  show  for  it.  And  its 
chief  executive,  Ellen 
Marram,  formerly  of 
Tropicana,  bolted  after 
just  seven  months. 

Still,  no  one  has 
achieved  any  significant 
scale.  With  the  threat  of 
such  food  giants  as 
Cargill  joining  in  the 
Rooster.com  consortium, 
many  of  these  small  fish 
may  end  up  being 
devoured. 


BevAccess.com 


(Private) 


www.bevaccess.com 

CHIEF  EXECUTIVE:  Greg  Ahnert,  Derek  Bromley 
MODEL:  Marketplace 

DESCRIPTION:  A  wholesale  alcoholic  beverage  ex- 
change looking  to  streamline  existing  relationships 
between  producers,  distributors  and  buyers  in  the 
$110  billion  industry.  It's  established  a  strong 
clientele  in  the  New  York  area — more  than  1,000 
users — and  has  partnered  with  GE's  Global  Ex- 
change Services  to  link  client  computers  to  its  site. 
Revenue  comes  from  supplier  advertising  and  dis- 
tributor transaction  fees.  The  site  is  free  to  buyers. 
CLIENTS:  Marriott  Marquis  New  York,  McSor- 
ley's  Ale,  Tavern  on  the  Green,  Zachy's  Wine  and 
Liquor  Inc.,  Le  Cirque  2000. 
BUZZ:  Recently  merged  with  Beverage  Media 
Group,  a  65-year-old  company  with  33  local 
beverage  publications  that  reach  more  than 
140,000  licensees  monthly.  The  move  brings  cru- 
cial old-line  connections  and  industry  prestige. 


Buyproduce.com 


(Private) 


www.buyproduce.com 
CHIEF  EXECUTIVE:  Greg  Flood 

MODEL-  Marketplace 

DESCRIPTION:  Launched  in  October  1999  this 
online  wholesale  fruit  and  vegetable  market  offers 
a  seller-driven  marketplace.  An  order-tracking 
system  aims  to  resolve  the  20%  disputed-invoice 
rate  in  the  $200  billion  fresh  produce  industry. 
Sellers  are  charged  a  flat  1.5%  transaction  fee, 
which  is  capped  at  25  a^^gr^^^^mmmmm 


cents  per  container. 
CLIENTS:  More  than 
900  customers,  includ- 
ing Sandstone  Market- 
ing of  Brawley,  Calif. 
BUZZ:  The  company  just  successfully  closed  on  a 
$20  million  round  of  financing. 


EcFood.com 


(Piiyale) 


www.ecfood.com 

CHIEF  EXECUTIVE:  David  Laukat 

MODEL-  Marketplace 

DESCRIPTION:  A  food-industry  exchange  featur- 
ing food  products,  supplies  and  restaurant  and 
food-production  equipment.  Provides  purchaser 
and  seller  auctions,  product  catalogs  with  fixed 
prices,  purchaser  and  seller  trading  services,  and 
customizable  company  storefronts  where  users 
can  advertise  their  products. 
CLIENTS:  Food-industry  giants  such  as  the  Pills- 


bury  Company  as  well  as  smaller  businesses  si  hj 

as  Nonni's  Food  Company. 

BUZZ:  As  of  May  15  EcFood.com  struck  a  caij 

with  the  Boise,  Idaho-based  food  processor,  t 

Simplot  Company,  for  which  EcFood  will  piJ 

vide  purchaser-recruitment  services  and  se  ji 

auctions. 


Eskye.com 


(Privi 


www.eskye.com 

CHIEF  EXECUTIVE:  I.  Smoke  Wallin 

MODEL  Other 

DESCRIPTION:  Targeting  the  heavily  regulated! 

coholic  beverage  market,  Eskye  links  retailers,  <; 

tributors,  and  suppliers  in  an  online  marketplj 

that  speeds  up  transactions  but  maintains  the  :* 

tus  quo.  Important  alliances  with  seven  of  the  . 

tion's  top  ten  distributors  offer  Eskye  acces.'^ 

more  than  89%  of  the 


total  domestic  market 
(see  story  p.  82). 
Eskye.com  also  re- 
cently launched  a 
wireless  application, 

powered  by  Ebots-m  (mobile),  which  allows 
mote  access  to  its  online  marketplace. 
CLIENTS:  Targets  the  550,000  U.S.  restauraJ 
bars  and  other  outlets  with  liquor  licenses.  M  i 
than  550  retailers  have  registered  in  Chicago  < 
Detroit,  the  company's  first  two  active  market 
BUZZ:  Eskye.com  recendy  closed  on  a  $48.5  n 
lion  round  of  financing.  The  company  has  a| 
forged  alliances  with  PurchasePro.com  (Nasd} 
PPRO)  and  Restaurantpro.com  to  expand 
reach  of  their  respective  online  exchanges. 


Foodtrader.com 


(Eriyi! 


www.foodtrader.com 

CHIEF  EXECUTIVE:  Frank  Tomasino 

MODEL  Marketplace 

DESCRIPTION:  A  neutral  trading  hub  for  all  fac 

of  the  food  industry,  from  meat,  poultry,  gra 

and  fresh  produce  to  gourmet,  ethnic  and  orgai: 

More  than  8,000  buyers  and  sellers  from  ]i 

countries  have  registered  to  use  the  site.  You  dc| 

have  to  register  to  browse  for  prices.  The  ; 

serves  as  a  transaction  intermediary,  confirm 

the  legitimacy  of  bids  and  correcting  bidd 

errors.  While  it  currendy  relies  on  seller  trans 

tion  fees  (.5%  to  3%),  it  hopes  to  phase  those 

and    support    itself 

through  advertising 

revenue. 

CLIENTS:    Safeway, 

Supervalu,      Tyson 

Foods,    Proctor    & 

Gamble. 
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BUZZ:  Notable  transaction:  In  May  there  was  a  $1.6  million 
deal  completed  at  the  site  between  a  U.S.  seller  and  the  largest 
food  distributor  in  Canada. 


FoodUSA.com 


(Private) 


www.foodusa.com 

CHIEF  EXECUTIVE:  Rod  Heller 

MODEL  Marketplace 

DESCRIPTION:  Tailored  to  the  meat  and  poultry  industry, 
FoodUSA  links  buyers  and  sellers  end-to-end,  from  slaugh- 
terhouse packers  and  processors  to  the  distributors  and  re- 
tailers. Membership  is  fee-based  and  the  site  charges  the 
seller  a  .5%  transaction  fee,  with  a  cap  of  $450  per  trans- 
action. So  far,  the  site  claims  to  have  registered  1,200  users. 
It  also  has  a  partnership  with  AgInfoLink.com,  which 
tracks  animal  quality  and  verifies  the  source  of  meat  back 
to  the  farm. 

CLIENTS:  An  alliance  with  the  American  Meat  Institute  gives 
FoodUSA  access  to  its  roster  of  more  than  600  members. 
BUZZ:  So  far  FoodUSA  has  done  $10  million  in  transactions. 
Only  one  deal  was  done  without  the  aid  of  a  salesman.  Great 
model  but,  without  more  funding,  they'll  be  dead  meat. 


GlobalFoodExchange.com 


(Private) 


www.globalfoodexchange.com 
CHIEF  EXECUTIVE:  Mark  Moore 

MODEL  Marketplace 
DESCRIPTION:  Dealing  in 
meat,  poultry,  seafood,  fruit 
and  vegetables,  GlobalFood- 
Exchange.com  offers  buyers 
or  sellers  private  exchanges 
within  which  they  can  re- 
quest prices  and  negotiate 
details  like  fat  content,  packaging  and  preparation.  Transac- 
tion fees  range  from  .5%  to  1%.  The  site  expects  future  rev- 
enues from  client  services  like  deal  and  payment  tracking. 
Partnerships  with  Aqua-Gulf  Transport  and  C.H.  Robinson 
Worldwide  Inc.,  allow  members  to  manage  their  logistics  on- 
line. Users  can  browse  product  catalogs  without  logging  on. 
CLIENTS:  Unipro,  Conagra  and  Perdue. 
BUZZ:  This  site  is  backed  by  the  well-regarded  VC  firm, 
Charles  River  Ventures.  It  recently  opened  Latin  American 
operations  in  Guadalajara,  Mexico.  On  the  seafood  front,  it 
announced  an  exclusive  relationship  with  the  National  Fish- 
eries Institute  and  bought  the  Gloucester  Seafood  Display 
Auction.  Expect  them  to  give  Gofish  a  good  fight. 


Gofish.com 


(Private) 


www.gofish.com 

CHIEF  EXECUTIVE:  Neal  Workman 

MODEL  Marketplace 

DESCRIPTION:  Gofish.com's  predecessor  company,  Seafax, 
operated  as  a  debt  management  service  for  seafood  compa- 
nies for  15  years  before  going  online.  That  puts  Gofish.com 


in  the  perfect  position  to  screen  seafood  buyers  and  sellers 
for  financial  viability.  Revenues  hail  from  annual  member- 
ship fees  (ranging  from  $500  to  $4,000)  and  a  seller-side 
transaction  fee.  Unique: 
Gofish.com  guarantees  to  pay 
the  seller  80%  of  the  purchase 
price  within  48  hours.  The  buyer 
has  30  days  to  repay  Gofish.com 
and  cough  up  the  20%  balance 
to  the  seller. 

CLIENTS:  Boasts  450  subscribers  and  700  users,  including 
Wal-Mart,  Shells  Restaurants,  Mazzetta  Company,  Fishery 
Products  International,  Harbor  Seafood,  Promarisco  in 
Ecuador  and  Queen  Marine  Food  Company  in  Thailand. 
BUZZ:  Planning  a  European  expansion  by  the  end  of  2000. 
Gofish.com  gets  plenty  of  press  and  has  a  great  site.  What  it 
needs  is  more  transactions. 


ICS  FoodOne.com 


(Private) 


www.icsfoodone.com 

CHIEF  EXECUTIVE:  Richard  J.  Alt 

MODEL  Marketplace 

DESCRIPTION:  Allows  manufacturers,  producers  and  suppli- 
ers to  post  catalogs  online  to  push  new  products  and  promo- 
tions directly  to  retailers.  Also  provides  retailers  faster  pricing 
information  and  speed-to-shelf  time  in  ordering.  Customers 
can  close  deals  online  or  via  phone  or  fax.  Members  can  also 
auction  off  closeouts,  excess  inventory  or  close-dated  goods. 
Membership  cost  is  $240  a  year. 

CLIENTS:  Claims  to  serve  nearly  1,000  stores  and  manufac- 
turers, including  the  midwestern  supermarket  company  Hy- 
Vee  Inc.,  Associated  Grocers  of  Seattle,  Washington,  and 
Spartan  Stores  of  Grand  Rapids,  Mich. 
BUZZ:  On  Nov.  12,  1999,  ICS  FoodOne  formed  an  alliance 
with  the  ViaLink  company  for  help  with  their  information 
exchange  systems,  IntroExpress  and  PromoExpress. 


ProduceOnline.com 


(Private) 


www.produceonline.com 

CHIEF  EXECUTIVE:    Chuck   James   and   Ken   Johnson, 
cofounders 
MODEL  Marketplace 

DESCRIPTION:  Internet  play  of  the  venerable  produce- 
monger  C.H.  James  &  Company,  in  business  since  1883. 
Loaded  with  expertise  and  great  connections.  Food  service 
B2B  Instill  is  a  backer  as  is  Alcatel  Ventures.  ProduceOnline 
hopes  to  connect  fragmented  produce  buyers  and  sellers. 
Produce  may  be  tailor-made  for  the  Web.  Less  than  10%  of 
produce  buying  is  done  via  EDI.  Since  going  live  in  October, 
the  site  has  had  only  $1  million  in  transactions,  but  claims 
500  clients.  Currently  charges  transaction  fees  of  up  to  1% 
and  plans  for  subscription  fees  as  well. 
CLIENTS:  Buying  co-ops  like  Pro-Act. 

BUZZ:  Recently  got  backing  from  Ron  Burkle's  Yucaipa,  a 
shrewd  LBO  investor  and  the  biggest  shareholder  of  Kroger.  F 
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was  the  thing  to  be. 


e-Business  Consulting 
Marketing  Strategy 


b  Development 


ine  Media 


jlication  Implementation 


t  Marketing 


lie  Relations 


into  the  nation's  third-largest  business  marketing  company,  and  were  twice 
named  the  best  firm  in  the  country  by  B-to-B  magazine.  So  if  your  customers 
<jsses,  you  have  no  business  talking  to  anyone  else. 


H^t 


BUSINESS  TO  BUSINESS 


inquiry@hsrb2b  com      513-346-3430     hsrb2b.com 


We  were  b-to-b  before  it 


After  20  years  of  driving  the  bus  that  is  business-to-business,  imagine  they  can't  possibly  conjure  up  the  knowledge,  experience  and  expertise 
our  surprise  when  one  day  it  became  a  bandwagon.  Suddenly  tech  that  we've  gained  during  two  decades  of  business  marketing.  Along  the 
firms  and  consumer  agencies  are  claiming  to  understand  b-to-b.  But        way,  we  pioneered  the  use  of  the  Internet  in  business  transactions,  grew 


besT  ineweo 


Mapping  B2B  today  is  a  bit  like  mapping  America  from  the 
crowsnest  of  Columbus'  ship  in  1492.  Here  is  our  view  of  the  New  World. 


BARELY  A  DAY  GOES  BY  WITHOUT  A  COMPANY  OR 
coNSORtium  declaring  that  it  has  entered  the  B2B 
arena.  So  far  there  seems  to  be  more  hype  than  real 
commerce.  Many  of  the  new  Web  alliances  may  never 
get  beyond  the  press  release  stage. 
Web  marketplaces  come  in  three  major  types.  Buyer 
changes  or  sourcing  networks;  supplier  marketplaces, 
■signed  to  benefit  producers;  and  neutral  hubs,  where  neither 
lyers  nor  sellers  dominate.  Those  organized  by  industry  are 
lied  vertical  marketplaces. 

Analysts  argue  that  neutrality  is  a  prerequisite  for  successful 
mmerce:  no  one  wants  to  play  in  their  competitor's  sandbox, 
it  many  neutral  hubs  have  trouble  recruiting  buyers  and 
Hers.  Ultimately,  money  talks  and  industry-backed  biased 
lbs  like  Covisint  will  be  impossible  to  ignore. 
Horizontal,  or  cross-industry  marketplaces,  include  MROs 
laintenance,  repair  and  operations),  which  aggregate  vendor 
talogs  for  supplies,  and  BPOs  (business  process  outsourcers), 
inch  outsource  noncore  services  ranging  from  human 
sources  to  utility  bill  paying.  Like  Cisco,  smart  companies  will 
e  BPOs  to  free  up  capital  so  they  can  focus  on  the  things  that 

Illustration  by 


directly  enhance  their  brands. 

All  of  this  might  not  be  possible  if  not  for  the  enablers. 
Companies  like  Ariba,  Commerce  One  and  Internet  Capital 
Group  roam  the  B2B  universe,  offering  the  money  and 
mechanics  to  create  Web  marketplaces. 

In  the  interest  of  clarity,  we  have  oversimplified  our  map  of 
the  B2B  universe.  While  many  of  these  hubs  are  only  just 
emerging,  eventually  these  marketplaces  and  companies  will 
connect  to  each  other  endlessly — kind  of  like  six  degrees  of 
separation  for  the  Web. 

Neutral  Gofish.com,  for  example,  might  sell  frozen  Alaskan 
snow  crab  legs  to  a  restaurant  chain  in  Buffalo,  which  gets  its 
cleaning  supplies  from  MRO  hub  Grainger.  The  restaurant 
might  link  into  a  supplier  marketplace  like  FSXchange  where 
it  would  buy  stainless  steel  racks.  The  manufacturers  on 
FSXchange  would  connect  to  E-Steel  to  buy  raw  materials. 
E-steel  would  also  be  linked  to  car  companies  like  Ford 
though  Covisint.  These  more  "transparent"  networks  will  be 
faster,  more  productive  and  efficient.  Suddenly  those  oft- 
touted  trillion  dollar  commerce  gains  don't  seem  so 
ridiculous.  F 


Leo  Espinoza 
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When  the 


Ull.it 


settles, 


redtagbiz.com  will  be  the  clear  choice. 


Despite  the  hits  that  B2B  dot. corns  have 
taken  in  recent  weeks,  redtagbiz.com 
remains  unshaken.  In  fact,  since  our  December 
1999  launch,  we've  surpassed  the  $50  million 
mark  in  sales. 

We've  done  it  through  vast  experience  and 
a  solid  infrastructure.  Our  B2B  site  evolved 
from  a  successful  wholesale  business.  At 
redtagbiz.com,  manufacturers  and  retailers 
depend  on  our  "click-and-mortar,"  e-wholesale 
site  as  an  easier,  faster  and  more  efficient  way 
to  do  business.  They  can  take  advantage  of: 


•  Access  to  manufacturers  and  retailers 
worldwide 

•  Active  facilitation  of  every  transaction 

•  No  listing  fees 

•  Many  new  channels  of  distribution 

•  Qualified  buyers 

•  Product  verification 

The  competition  has  a  hard  time  competing 
with  our  efficiency,  experience  and  expertise. 

To  learn  more  about  what  makes  us  the 
clear  choice  in  the  e-marketplace,  simply  visit 
www.redtagbiz.com  or  call  1-800-499-1308. 


redtagbiz*** 


The  new  paradigm  for  successful  buying  and  selling. 

7585  Equitable  Drive  •  Eden  Prairie,  MN   55344 


www.redtagbiz.com 


B2B-speak,  Anyone? 

Every  industry  has  jargon.  But  the  dialect  of  Internet  B2B  can  sound  particularly  foreign  to  the  untrained  ear.  This  baf- 
fling blend  of  technobabble  and  consulting-speak— intoned  at  industry  conferences,  peppered  into  press  releases,  and 
dropped  into  cocktail  chatter  by  people  in  trendy  eyeglasses— can  make  even  bad  ideas  sound  impressively  cutting- 
edge.  Want  to  show  off  your  B2B  prowess?  Lose  the  tie,  pop  a  pager  onto  your  belt  and  head  for  the  nearest  coffee  bar, 
confidently  intoning  these  words  into  your  ultraslim  cell  phone.  Before  you  know  it,  it'll  start  raining  stock  options. 


ASP  Application  Service  Provider. 
This  summer's  hot  acronym,  ASPs 
run  and  hostssoftware  for  other  com- 
panies, which  access  the  applications 
over  the  Web  for  a  monthly  usage  fee. 
Adios,  diskettes.  Hello,  data  security 
headaches. 


CLICK  &  MORTAR  (a.k.a.  Clicks  & 
Bricks).  Overly  cute  nicknames  for 
the  integration  of  e-commerce  with 
plain  old  drive-to-the-store  com- 
merce. It  goes  both  ways:  Sears  now 
sells  mowers  online  while 
Amazon.com  keeps  shopping  for  new 
warehouse  space. 


DOMAIN  EXPERT  The  New  Economy 
way  of  saying  you're  an  industry 
guru.  Not  to  be  confused  with  being 
the  master  of  your  domain. 


DYNAMIC  COMMERCE  Doing  busi- 
ness without  a  set  price.  It  occurs  in 
online  transactions  like  auctions,  re- 
verse auctions,  and  bid-and-ask  deals. 
A  big  part  of  B2B's  promise  to  make 
pricing  more  efficient. 


HORIZONTAL  Multi- industry.  Some 
marketplaces  and  ASPs  operate  in 
only  one  industry  segment  (verti- 
cally), while  others  serve  companies 
across  numerous  industries  (hori- 
zontally). No  diagonals  yet,  though. 


INFOMEDIARY  A  company  that  com- 
piles marketing  information  on  Web 
users,  then  slices  and  dices  it  to  make 
it  useful.  A  good  exchange  includes 
an  infomediary  function,  providing 
data  and  analysis  for  its  market.  In  the 

„  Old  Economy  trade  publications 

I  ruled  this  space. 


VJ 


INFRASTRUCTURE  (sometimes 
e-frastructure).  Forget  bridges  and 
tunnels.  The  21st  century's  infra- 
structure is  the  equipment  that  pow- 
ers the  Web,  from  phone  lines  to  data 
centers  and  servers.  It's  also  notable 
for  being  the  sector  of  B2B  where  peo- 
ple are  actually  making  money. 


MONETIZE  A  pompous  way  of  saying 
make  money.  Our  advice  to  Internet 
companies:  Stop  worrying  about  what 
to  call  it.  Just  do  it. 


MRO  Maintenance,  Repair  and  Oper- 
ations. Purchasing  of  the  "nonstrate- 
gic"  stuff  that  keeps  a  company  run- 
ning: lightbulbs,  garbage  can  liners, 
claw  hammers.  Ordering  via  the  Web 
gives  it  unprecedented  sex  appeal. 


REVERSE  AUCTION  Unlike  a  regular 
auction,  where  the  highest  bidder 
wins,  in  a  reverse  auction  a  buyer 
awards  business  to  the  lowest  bidder. 


SPACE  Say  space  when  you  mean  "in- 
dustry" or  "market,"  or  anytime  you 
are  at  a  loss  for  a  noun  when  talking 
to  a  New  Economy  person.  When  in 


doubt,  use  liberally. 

SCALE  Grow  fast.  Technologies  scale 
when  they  work  as  well  for  many  peo- 
ple as  they  do  for  a  few.  Business 
models  scale  by  adding  customers 
quickly  while  limiting  additional 
costs,  one  of  the  Web's  better 
features. 


SOLUTION  Every  B2B  player's  got  one. 
Thing  is,  its  often  hard  to  tell  what  the 
problem  is. 


VERTICAL  Industry  sector.  See  "space" 
and  "horizontal." 


VORTAL  A  "vertical  portal,"  essentially 
an  industry  home  page/ASP  where 
members  can  go  for  community,  info 
and  services.  There's  no  way  to  say 
vortal  without  sounding  like  a  dork. 


VPN  Virtual  Private  Network.  Not  to 
be  confused  with  the  Spice  Channel,  a 
VPN  is  safe  harbor  in  the  turbulent 
waters  of  the  Web.  This  secure,  dedi- 
cated communications  loop  uses  the 
public  network  of  the  Internet  to 
carry  private  transactions  or  other 
sensitive  info. 


WAP  Wireless  Application  Protocol. 
The  communications  standard  for  the 
wireless  Web.  Its  adoption  will  hasten 
the  day  when  you  can  download  the 
Web  from  any  mobile  device. 


XML  extensible  Mark-up  Language. 
The  successor  to  HTML,  in  which  most 
Web  pages  are  written.  XML  is  sup- 
posed to  let  legacy  systems  talk  to  one 
another  freely.  It  would  help  if  there 
weren't  competing  versions  of  XML. 


■ 


i 
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yer Exchange 

irketplace  dominated  by  large  buyers 
in  an  industry  or  a  group  of  buyers 

egating  purchases.  Suppliers  typically 
o  fill  contracts  at  the  lowest  price  in 
r  is  often  called  a  reverse  auction. 

xamples:  Covisint,  Metique, 
FreeMarkets. 


Technology 

The  arms  merchants  of  B2B.  These 

companies  provide  the  software, 

applications  and  expertise  necessary  to 

create  business-to-business  marketplaces. 

Examples:  Ariba,  Oracle,  Commerce  One, 
\  VarticalNet. 


inancial 

Like  their  techie  cousins,  these 
B2B  evangelists  finance  and  pn 
tother  resources  for  Web-enhanced 
commerce. 

Internet  Capital  Group, 
Accel  Partners,  Morgan  Stanley, 


el  Partner 


••       •      • 


\  / 


rl 


[II 


Hubs  and/or  Appjications  Service  Providers  (ASP)  that 
manage  noncore  functions  for  companies  or  exchanges, 
such  as  human  resources,  payroll,  customer  relationship 
ement  and  facilities  management. 

les:  Employease,  Cadence  Network,  GoCo-op. 


Neutral  Exchan 

Independent  marketplace  doi 
neither  by  buyers  or  sellers.  Often  set 
up  by  an  independent  startups. 


-**    -.i*  ■ 


goe 


than 


e-business 


monitoring 


has 


m 


ever 


gone 


The  first  e-business  monitoring  software 
to  go  beneath  the  surface,  eSpecto  is  the  only  one  that  monitors 

your  site's  functionality  from  a  user's  perspective.  Going  far  beyond  e-business 
monitoring  software  that  simply  reports  on  availability  and  response  time,  eSpecto  assures  corporations 

that  their  sites  are  actually  working,  not  just  available.  To  see  what  depths  we'll  sink  to  in  order 
to  monitor  your  site,  call  1-513-352-0020  or  visit  www.especto.com. 


eSpecto 


■  Erika  Brown 

Mpite  economic 

hperity,  the  hospitality 

|  istry  suffers  from 
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lation.  While  the 
elines  of  the  world 
<  away  at  industry 

I  gins,  insiders  fear 
business  travel 
d  subside  as 
:onferencing  and 
jment  sharing 
ace  face-to-face 
tings.  If  that's  not 
enough, the 
glutted  dot-com 

B~  el  industry  has  a  new 
at:  Web  consortia  of 
line  powerhouses  like 
proposed  airline 
el  Orbitz,  a  venture  of 
;n  top  carriers  that's 
in  press  release 
;e. 

rocurement  for  the 
Ditality  industry, 
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rh  of  bedspreads, 
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year,  is  getting  to  be 
pular  e-business. 
Jing  from  upstart 
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pply  to  big  hotel 
ms'  own  e-systems. 
i  all  this  competition, 
;ains  should  be 
tiful.  Word  has  it  that 
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I  ring  significant 
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www.choicebuys.com 

CHIEF  EXECUTIVE:  Chuck  Ledsinger  (Choice 
Hotels) 

MODEL  Marketplace 
DESCRIPTION:  The 
second-largest  hotel 
chain  in  the  world, 
Choice  Hotels  Interna- 
tional, has  nearly  5,000  properties  currently  open  or 
under  development.  That  means  they'll  be 
needing  a  lot  of  those  tiny  shampoo  bottles. 
ChoiceBuys.com  connects  the  chain's  franchisees  to 
a  pool  of  vendors  to  order  all  manner  of  supplies. 
CLIENTS:  Choice's  chains  include  Clarion, 
Comfort,  Quality  and  EconoLodge. 
BUZZ:  Choice  recently  became  part  owner  of 
StayConnect,  a  new  venture  that  provides  laptops 
and  high-speed  Internet  hookups  to  hotels  both 
within  and  beyond  the  Choice  chain. 


(L0JCiLJLP_ 


(Private) 


www.gocoop.com 

CHIEF  EXECUTIVE:  Christopher  Cogan 
MODEL  Marketplace 

DESCRIPTION:  A  scalable  procurement  system  that 
GoCo-op  claims  will  reduce  purchase  cycles  from 
7.2  days  to  2  days  and  reduce  costs  25%  to  50%. 
The  system  enables  order  tracking,  the  issuing  of 
purchase  orders,  real-time  purchases  and  search- 
ing multi-vendor  catalogs.  HotelCo-op  offers 
hotel-related  supplies  and  services. 
CLIENTS:  Wyndham  Hotels  &  Resorts,  Hyatt 
Hotels  &  Resorts,  Marriott,  GuestSupply.com. 
BUZZ:  Soon  to  offer  manufacturers'  closeouts  and 
product  specials,  as  well  as  hotel-related  auctions. 


Hsupply 


(Private) 


www.hsupply.com 

CHIEF  EXECUTIVE:  Ravi  Kalakota 

MODEL  Marketplace 

DESCRIPTION:  An  end-to-end  procurement  site 
for  hotel  chains,  facilitating  product  selection,  or- 
dering, approval  routing,  tracking  and  delivery. 
More  than  150  properties  are  actively  making 
transactions,  with  more  than  1 ,000  hotels  sched- 
uled to  come  online  before  the  end  of  the  year. 
CLIENTS:  U.S.  Franchise  Systems,  Stonebridge 
Companies,  Buckhead  America  Corp. 
BUZZ:  Hsupply  is  working  to  make  its  service 
reachable  from  cell  phones  and  personal  digital 
assistants.  That  way,  busy  executives  will  be  able 
to  make,  approve  and  check  the  status  of  orders 
instantly  from  wherever  they  happen  to  be. 


www.purchasepro.com 
CHIEF  EXECUTIVE:  Charles  E.  Johnson 
MODEL  Marketplace 

DESCRIPTION:  PurchasePro.com  offers  public 
and  private  e-hubs,  connecting  21,000  businesses 
in  150  marketplaces,  including  hotel  supply.  Se- 
lected by  Hilton  to  establish  its  proprietary  pro- 
curement network,  the  industry's  largest  purchas- 
ing exchange  yet.  A  partnership  with  Eskye.com 
adds  beverage  purchasing  capability.  Charges 
both  subscription  and  transaction  fees. 
CLIENTS:  Hilton  Hotels,  Mirage  Resorts. 
BUZZ:  Stock  is  climbing  back  from  a  100-point 
drop  and  they've  recently  been  discounting  sub- 
scription fees  to  attract  new  customers. 


Sabre 


^ise) 


www.sabre.com 

CHIEF  EXECUTIVE:  William  J.  Hannigan 

MODEL  ASP 

DESCRIPTION:  Sabre  Business  Travel  Solutions 
(BTS),  which  books  40%  of  the  world's  travel, 
promises  corporate  clients  30%  travel-manage- 
ment savings  with  its  service-laden  site. 

I  CLIENTS:      More 
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than  400  corpora- 
tions, including 
Motorola  and  Dell 
Computers. 
BUZZ:  Major  new 
deal  with  Ariba  to  create  a  procurement  market- 
place serving  the  airline  and  hotel  industries.  It 
should  be  a  powerhouse. 


WorldRes 


^WBES) 


www.worldres.com 

CHIEF  EXECUTIVE:  Greg  Jones 

MODEL  Marketplace 

DESCRIPTION:  A  reservation-booking  engine 
linking  hotels  of  all  sizes  with  affiliate  travel  ser- 
vices like  Internet  portals,  call  centers  and  travel 
agencies.  Allows  these  partners  to  make  real-time, 
confirmed  hotel  reservations  online.  WorldRes 
shares  a  commission  fee  with  its  affiliates  for 
every  reservation  booked.  Operating  in  142 
countries,  it  processed  $31.1  million  in  bookings 
in  the  first  quarter  of  2000. 
CLIENTS:  Specializes  in  small  hotels,  inns  and 
B&BS,  and  resorts  like  Vail  and  St.  Moritz. 
BUZZ:  Recently  scored  a  major  partnership  with 
Sabre.  After  raising  $60  million  in  venture  fund- 
ing, WorldRes  filed  for  its  IPO  on  Apr.  4.  Bad  tim- 
ing, but  company  growth  is  promising.  F 
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By  Graham  Button 

Compared  to  other 
industries,  buyers  and 
sellers  of  big  machines 
have  been  slow  to 
convert  to  online 
dealmaking.  Part  of  the 
reason  is  simple  inertia. 
Another  part  is  the 
amount  of  money  and 
complexity  involved  in 
transactions.  Would  you 
click  a  button  on  your 
screen  and  spend 
a  small  fortune  for  a 
Caterpillar  excavator? 
So  the  new  marketplaces, 
like  used  construction 
equipment  auctioneer 
lronPlanet.com,  are 
focused  on  reducing 
risks  to  participants  and 
offering  so-called  value- 
added  services  such  as 
financing,  appraisals, 
maintenance,  support 
and  logistics. 

Most  of  the 
companies  we  cover 
focus  on  components  for 
big  machines  or  used 
heavy  equipment. 
Because  these  markets 
are  relatively  fragmented 
and  involve  high  value 
transactions,  they  make 
for  ripe  B2B  targets.  Some 
players  like  Esprocket, 
may  use  their  expertise  in 
selling  equipment  and 
spread  it  to  other 
industries  much  the  way 
Ventro  has  with 
Chemdex. 


AssetTrade 


(Private) 


www.assettrade.com 
CHIEF  EXECUTIVE:  Gavin  Kerr  (interim) 
MODEL:  Marketplace 

DESCRIPTION:  Offers  an  array  of  services  to  com- 
panies looking  to  redeploy,  buy  or  sell  used  indus- 
trial equipment.  The  company,  which  maintains  a 
database  of  more  than  350,000  qualified  buyers, 
works  with  sellers  to  market  their  goods  online  and 
through  traditional  methods  like  direct  mail  and 
telemarketing.  One  distinction  from  competitors: 
All  assets  offered  for  sale  are  exclusive  to  Asset- 
Trade.  Disposition  options  for  sellers  include  con- 
signment as  well  as  sealed-bid  and  open-bid  auc- 
tions. Buyers  pay  transaction  fees  of  2%  and  up. 
CLIENTS:  Perfection  Machinery,  DuPont  and 
Perry  Videx. 

BUZZ:  In  May  AssetTrade  announced  a  strategic 
alliance  with  DuPont.  The  industrial  giant  will 
use  AssetTrade  to  redeploy  equipment  internally, 
as  well  as  acquire  and  sell 
used  equipment.  Also  has 
deals  with  Henry  Butcher 
International,  a  provider 
of  disposal,  valuation,  fi- 
nancial and  consultancy 
services  and  Michael  Fox 
International,  which  specializes  in  auctioning 
commercial  and  industrial  assets. 


BigEquip.com 


(Private) 


www.bigequip.com 

CHIEF  EXECUTIVE:  Greg  Woods  (interim) 
MODEL:  Marketplace 

DESCRIPTION:  An  auction  site  for  used  heavy 
construction  equipment,  modeled  after  Ebay, 
where  sellers  can  specify  a  reserve  price  (i.e.,  min- 
imum acceptable  bid)  and  the  duration  of  the 
auction.  At  the  end 
of  a  successful 
auction,  the  seller 
contacts  the  buyer 
to  negotiate  un- 
resolved terms 
such  as  paymenl 
method  and  transportation.  The  site  also  has  a 
purchasing  agent  that  will  find  equipment  to  your 
specification  using  brokers,  rental  companies  and 
others.  Through  third-party  vendors, 
BigEquip.com  offers  inspection,  transportation, 
financing  and  escrow  services.  Sellers  pay  Big- 
1  quip  transaction  fees  ranging  from  5%  to  7%. 
CLIENTS:  United  Access,  R&B  Machinery. 


BUZZ:  Presendy,  BigEquip  is  focused  on  upg 
ing  its  Web  site  and  it  shows.  A  neat  applet  all 
you  to  easily  get  a  picture  and  description  of  i 
things  being  auctioned.  BigEquip's  Ebay  m< 
has  potential.  Problem  is,  the  offerings  are 
skimpy.  When  we  checked,  we  only  found  a 
listings  for  scissor  lifts. 


BigMachines.com 
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www.bigmachines.com 

CHIEF  EXECUTIVE:  Godard  Abel 

MODEL  Marketplace 
DESCRIPTION:  BigMachines.com  provides  t 
nology  for  automating  the  procurement  and 
figuration  of  industrial  machinery.  It  also  o 
ates  a  B2B  marketplace  that  aggregates  supj 
catalogs  in  the  fluid  systems  industry — mani 
turers  and  distributors  of  pumps,  valves,  c 
pressors  and  mixers.  Buyers  can  simultanec 
select,  configure  and  buy  machinery  from  m 
pie  vendors.  The  site  combines  transaction  m 
anisms,  such  as  direct  orders  and  a  reques 
quote  (RFQ)  process  with  industry  directo 
content  and  community  features.  The  com|J 
recendy  partnered  with  StockMaster.com  to 
vide  quotes  and  other  investment  info. 
CLIENTS:  Abel,  a  wholly  owned  subsidiar 
Roper  Industries  and  KSB,  Europe's  largest  m; 
facturer  of  pumps  and  valves. 
BUZZ:  The  company  has  some  brand  name  { 
ners.  In  May  BigMachines.com  hired  Ariba  <j 
hance  its  e-commerce  infrastructure.  It  al. 
backed  and  advised  by  Sculley  Brothers 
Given  John  Sculley's  record  at  Apple,  let's  1 
brother  Arthur  is  doing  most  of  the  advising 


Capacity  Web 
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www.capacityweb.com 

CHIEF  EXECUTIVE:  Arvind  Kapur 

MODEL  Marketplace 
DESCRIPTION:  This  outsourcing  marketplace 
formed  by  two  Indian-born  entrepreneurs, 
from  McKinsey  and  the  other  from  Booz,  All< 
Hamilton.  The  Web  site  aims  to  help  manufa 
ers  of  "built-to-order"  industrial  products  opti 
their  production  capacity  and  return  on  a 
Companies  with  excess  plant  capacity  during  "s1 
market  periods  are  matched  with  companies 
can't  handle  their  orders  and  need  to  outso 
them.  In  addition,  CapacityWeb  is  position 
self  as  a  resource  for  manufacturers  to  identii 
suppliers  for  custom-fabricated  parts.  The  to 
mostly  on  the  metals  industry,  and  the  comp 
revenue  model  is  based  primary  on  transactior 
membership  fees. 
CLIENTS:  120  members. 
BUZZ:  The  kind  of  outsourcing  this  firm  o 
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1  ild  help  its  clients  manage  business  cycles.  It  has  been 
lining  with  other  business  process  outsourcers  like 
h  ghtquote.com,  which  recently  signed  on  to  provide  logis- 
Ifor  manufacturers  using  this  site.  There  is  also  an  align- 
n  t  with  Bureau  Veritas,  a  top  industrial-sector  quality-certi- 
ii  ion  firm. 
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t  ».esprocliet.com 

3  IF  EXECUTIVE:  Ben  Coes 
I  )EL  Marketplace 

r  CRIPTION:  Focusing  on  the  $400  billion  used  capital  equip- 
1  it  market — mostly,  the  big  machines  that  go  inside  factories. 
i  ocket  lets  buyers  and  sellers  of  vertical  boring  mills,  1 0-ton 
1  x  presses  and  turbines  work  at  their  own  pace,  conduct  due 
4,ence  and  calculate  the  various  costs  inherent  in  large-ticket 
■r.  sactions.  The  heart  of  Esprocket  is  a  proprietary  online  "Ne- 
t  ition  Table"  that  lets  users  replicate  the  real-world  process 

4  ammering  out  the  details  of  com     gg— ■_BaaBcr] 
,  <  >  terms  on  transactions  without 

-i  !ong  lunches  and  cigar  smoke.  In 
-<.  tion,  the  company,  through  part- 
«  hips  with  third-party  vendors,  of- 
:  ancillary  services  ranging  from  in- 
p  tion  and  appraisal  to  financing,  shipping  and  logistics.  At  its 
launch,  the  site  had  more  than  20,000  listings  representing 
(  oximately  $500  million  of  assets. 

I  :MTS:  Raco  Industrial,  Eagle  Picher  Automotive,  Aztec  Manu- 
i  iring. 

(  Z:  Esprocket's  founder  Ben  Coes  was  lucky  enough  to  have 
-t  aide  who  was  a  tennis  buddy  of  John  Chambers,  chief  exec- 
Je  of  Cisco.  Chambers  read  his  plan,  invested  money  and 
{  Coes'  little  dot-com  has  $25  million  in  funding  and  blue- 
•  backers  including  Chase,  Bessemer  and  Fleet.  Like  Ventro, 
it  ocket  plans  to  spread  its  marketplaces  to  other  verticals  like 
i  ;r  and  pulp,  chemicals  and  food  processing. 


* 


^HarJudx 


llLtrtwiM-hets.co« 

I  -F  EXECUTIVE:  Glen  Meakem 

I  lEL  Enabler/Marketplace 

I  CRIPTION:  FreeMarkets  is  a  leading  B2B  marketplace,  serv- 
■  in  more  than  100  categories.  Through  its  reverse  auction 
t  ketplace,  in  which  prospective  suppliers  lower  their  bids 
\  1  the  auction  closes,  FreeMarkets  has  established  an  impres- 
J  client  base  of  purchasing  organizations.  Last  year  the  mar- 
ijlace  was  used  to  auction  heavy  equipment — things  like  hy- 
llic  lifts  and  bulldozers.  FreeMarkets  works  with  buyers  to 
ify  their  needs  in  -detail  via  an  RFQ  and  then  selects  prospec- 
^  buyers  to  participate  in  online  bidding  events.  FreeMarkets' 

proprietary  BidWare  software  lets 
buyers  monitor  auctions  and  sup- 
pliers submit  bids  in  real  time. 
Since  1995  FreeMarkets,  which 
derives  most  of  its  revenue  via 
transaction  fees  levied  on  suppli- 
ers, has  executed  more  than  $5.4 


billion  of  purchase  orders  involving  some  4,000  suppliers  from 
more  than  50  countries. 

CLIENTS:  Visteon,  United  Technologies,  Owens  Corning,  Bayer, 
DaimlerChrysler  Aerospace,  SmithKline  Beecham,  Navistar, 
U.S.  Postal  Service,  American  Airlines. 

BUZZ:  FreeMarkets'  stock  swooned  after  major  client  General 
Motors  announced  in  January  it  would  move  its  online  pro- 
curement business  to  Commerce  One.  But  the  list  of  buyers  has 
continued  to  grow,  adding  clients  like  the  U.S.  Navy  and  An- 
heuser-Busch. The  company  also  bought  Imark.com,  a  B2B  for 
surplus  equipment  and  inventory. 


lndustrialVQrtex.com 


(Private) 


www.indHStriaJvortex.coni 
CHIEF  EXECUTIVE:  David  Smith 

MODEL:  Marketplace 

DESCRIPTION:  Aggregates  electronic  catalogs  and  e-commerce 
sites  from  suppliers  of  industrial  automation  equipment  (motors, 
valves,  software,  timers,  sensors,  etc.).  Buyers  can  execute  purchase 
orders  and  post  RFQs.  Transaction  fees  are  levied  on  suppliers 
who  execute  sales  or  submit  bids.  The  site  also  offers  an  area  high- 
lighting new  products  and  specially  priced  items  and  hosts 
conventional  and  Dutch  auctions  for  used,  overstocked  or  slow- 
moving  inventory.  For  the  time  being, 
buyers  must  confirm  stock  and  deliv- 
ery status  directly  with  the  supplier, 
but  the  B2B  plans  to  provide  real-time 
stock  and  order  information  online. 
CLIENTS:  Toshiba,  Honeywell,  Emer- 
son Electric,  Nematron,  Omron  Elec- 
tronics, among  others. 
BUZZ:  IndustrialVortex,  which  has  more  than  100  supplier 
members,  plans  to  rebrand  itself  as  Invortica 
(www.invortica.com)  and  launch  a  redesigned  site.  A  key  ele- 
ment of  the  new  initiative  involves  introducing  Commerce  Cen- 
ters— personalized  B2Bs  for  individual  suppliers. 


(fmki)    IronPlanet 


(Private) 


www.ironplanet.ceHi 

CHIEF  EXECUTIVE:  Reza  Bundy 

MODEL  Marketplace 

DESCRIPTION:  A  marketplace  for  used  backhoes,  excavators  and 
other  construction  equipment.  All  equipment  for  sale  on  this  site 
is  rigorously  inspected;  secured  payments  are  executed  through  a 
third-party  bank.  Bidders  are  "financially  preapproved"  via  credit 
checks.  Sellers  pay  IronPlanet  a  fee  that  typically  ranges  from  4% 
to  6.5%  (based  on  transaction  value).  Buyers  can  receive  notifica- 
tion when  equipment  they  want  comes  up  for  auction,  and  bid- 
ding can  be  monitored  online. 

CLIENTS:  Construction  companies,  utility  contractors,  general 
contractors,  subcontractors,  OEM  dealers,  independent  dealers, 
equipment  brokers  and  dealers. 

BUZZ:  Company  has  solid  backing  from  Kleiner  Perkins  and  Accel 
Partners  and  was  founded  by  a  former  research  analyst  from  a 
leveraged  buyout  and  venture  firm.  For  inspections,  IronPlanet 
has  a  partnership  with  DynCorp,  a  leading  provider  of  technical 
services.  F 
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Forbes  is  first  to  introduce  :Cue:C.A.T.™  technolog 
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s  subscribers  are  first  to  get  it! 
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1  Convergence.  KEj 


_ 


The  :Cue:C.A.T.  No  fur.  No  claws. 
No  teeth.  Just  amazing  new 
technology  that  will  forever 
change  the  way  you  interact  with 
this  magazine.  And,  all  Forbes 
subscribers  will  be  getting  a 
:Cue:C.A.T.  FREE! 

With  a  :Cue:C.A.T.  device  devel- 
oped by  DigitalConvergence.com, 
you  will  swipe  a  :Cue,  which 
looks  like  this: 


UT 

[HERE  IT'S  E 


and  be  taken  directly  to  a  spec- 
ific Web  page  . . .  giving  you  the 
information  you  want  instantly. 
No  more  wading  through  dozens 
of  Web  pages  or  typing  in  long 
URLs.  Just  the  information  you 
want  with  a  single  swipe — anoth- 
er way  Forbes  keeps  you  ahead  of 
the  curve. 

Plus,  as  a  Forbes  subscriber,  when 
you  get  the  :C.A.T.  you  can  swipe  a 
special  :Cue  and  enter  the  Forbes 
"Swipe  A  Jag"  SwipeStakes1', 
which  features  $500,000  worth  of 
fabulous  prizes  including  5  Jaguar 
2001  S-Type  cars! 


So,  be  on  the  lookout  for  your 
:Cue:C.AT.  package  in  late  August. 
Then  be  ready  to  swipe  more  :Cues 
in  the  September  11  Best  of  the 
Web  issue,  as  well  as  future  issues 
of  Forbes,  ASAP  and  FYI  for  more 
chances  to  enter  the  SwipeStakes. 

If  you  thought  the  mouse  was  cool, 
you  ain't  seen  nothing  yet. 
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By  Joanne  Gordon 

Sending  thousands  of 
products  via  trucks, 
ships,  planes  and  trains  is 
B2B  commerce  at  its  gritty 
core.  It's  not  easy  getting 
stuff  from  here  to  there. 
Consider  the  variables: 
delivery  deadlines;  last- 
minute  changes;  weather 
delays;  international 
import  laws;  thousands 
of  independent 
transportation 
companies. 

Logistical  hubs 
simplify  this  process  and 
allow  companies  to 
outsource  much  of  the 
management  of  these 
essential  functions.  We 
estimate  more  than  50 
such  sites  exist— 
including  those  from 
powerhouses  like  FedEx 
and  UPS.  "At  the  end  of 
the  day  large  shippers 
[manufacturers]  are  not 
going  to  log  onto  ten  Web 
sites.  They'll  have  two  or 
three  favorites,"  says 
Lazard  Freres  analyst 
Greg  Burns.  So  expect 
consolidation. 

We  have  limited  our 
list  to  companies  that 
don't  own  fleets  of  trucks 
and  planes.  These 
players  have  fewer  fixed 
costs  and  often  feature 
more  flexibility  in 
providing  services. 


www.celarix.com 

CHIEF  EXECUTIVE:  Evan  Schumacher 

MODEL  ASP 

DESCRIPTION:  Launched  as  a  shipment-tracking 
service  in  August  1998,  Celarix  has  matured.  So 
far,  300  manufacturers  use  Celarix  to  look  for 
space  among  15  ocean  carriers  that  have  signed 
on.  Others  are  using  Celarix's  software  to  track 
shipments,  regardless  of  the  shipper  they  use.  A 
third  service  automates  a  carriers'  office  opera- 
tions. Revenues  will  barely  top  $1  million  this  year. 
CLIENTS:  L.L.  Bean, 


Williams-Sonoma, 
Sharp. 

BUZZ:  Celarix  will 
benefit  from  regu- 
latory reform  that 
loosens  rules  on  in- 
ternational shipping.  Hopes  to  eventually  add  air 
and  truck  services.  Meanwhile,  some  $59  million 
in  funding  gives  it  staying  power. 

C.H.  Robinson  Worldwide  (chrw) 

www.chrobinson.com 

CHIEF  EXECUTIVE:  Sid  Verdoorn 

MODEL  Marketplace 

DESCRIPTION:  This  95-year-old  transportation 
outfit  already  holds  its  own  offline:  It  hauled  in 
$2.3  billion  in  sales  last  year  by  finding  vehicles  on 
which  manufacturers  and  retailers  could  ship 
some  1.5  million  loads.  The  online  arm  has  been 
up  since  last  summer.  Transportation  companies 
can  log  on  and  find  freight  to  fill  empty  space  on 
trucks,  ships  and  planes;  choose  cost-effective 
travel  routes;  calculate  fuel  taxes;  look  up  ac- 
counts receivable  and  more.  Shippers  can  order, 
track  shipments,  access  copies  of  documents,  etc. 
CLIENTS:  3M,  Frito-Lay,  Wal-Mart. 
BUZZ:  Offline,  Robinson  has  relationships  with 
20,000  carriers  and  10,000  shippers.  Only  exist- 
ing customers  can  be  part  of  the  community, 
and  so  far  just  10%  are  actually  using  the  Web- 
based  services. 


FreightDesk.com 
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www.freightdesk.com 

CHIEF  EXECUTIVE:  Robert  Quartel 

MODEL  ASP 

DESCRIPTION:  Unlike  other  B2B  sites  trying  to  re- 
place middlemen,  FreightDesk.com  openly  em- 
braces 'he  middlemen  who  buy  space  on  ships 
and  planes  on  behalf  of  manufacturers.  It  also 


handles  the  paperwork.  So  far  only  one  ser 
up  and  running:  FreightDesk  Pro,  which  ] 
forwarders,  manufacturers,  ship  and  airline  i 
panies  to  the  same  database  and  lets  them  j 
manage  and  track  a  shipment.  Two  more  ser 
launching  this  summer:  FreightDesk  Office  | 
ports  to  automate  all  paperwork  for  forwa 
And  MyFreightDesk  creates  personalized 
puter  screens  for  forwarders  and  shippers. 
CLIENTS:  C.H.  Powell,  Econoncaribe,  MSAS.  I 
BUZZ:  Since  the  site  launched  in  March,  useij 
making  about  25,000  transactions  a  mc 
FreightDesk  claims  that  number  will  double| 
quarter.  High-profile  chief  has  already  helpec 
Amazon.com's  former  top  logistics  officer 
locked  up  just  under  $5  million  in  financi: 
one  round.  Owns  the  domain  www.tracking.j 


FreightMatriy.com 


(P 


www.freightmatrix.com 
CHIEF  EXECUTIVE:  Sanjiv  Sidh 

MODEL  Marketplace 
DESCRIPTION:  FreightMatrix  brings  I2's  sof 
onto  the  Web  to  be  used  by  manufacturers,  l 
portation  companies  and  brokers.  A  slew  of  I 
ware  partners  will  make  it  possible  to  auto^ 
customs  paperwork  and  provide  related  cor 
Carriers  will  buy  subscriptions  to  the  porta 
can  pay  Freight- 
Matrix  to  manage 
their  online  data- 
bases of  contracts 
and  rates.  Ship- 
pers can  also  cre- 
ate their  own  private  vendor  communities. 
CLIENTS:  Ryder  Logistics,  Hays  Logistics. 
BUZZ:  Only  just  finished  testing,  but  still 
change  to  watch  thanks  to  I2's  supply  chain  j 
ware  and  its  big  client  base. 


P 


om 


0M 


. 


www.freightquote.com 

CHIEF  EXECUTIVE:  Timothy  Barton 

MODEL  Marketplace 

DESCRIPTION:  Lets  manufacturers  shop  for  si 

on  trucks  and  planes  and  track  shipments  onl 

Users  submit  shipping  criteria — a  load's  I 

their    budget    and    delivery    schedule — I 

Freightquote  comes  back  with  a  list  of  suggel 

vendors  and  prices.  Takes  a  5%  to  10%  pied 

the  quoted  price. 

CLIENTS:  60  carriers,  like  Roadway;  3,000  si 

shippers. 


164 


FORBES-   Best  of  The  Web    •    lul>  17,2000 


"You  re  right,  honey. 
You  should  go  play  poker  all  night  with  your  friends." 


'Sure,  dear,  here's  the  remote.  Put  on  whatever  you  want." 


Life's  a  lot  easier  when  the  answer  is  yes. 


says  "Yes"  to  more  shipping  needs  than  anyone  because 
« the  widest  portfolio  of  services  in  the  industry. 
Express"-  expedited,  time-definite  air  and  ground  service 
00%  Satisfaction  Guarantee. 

Delivery- guaranteed  service  with  24/7  constant  monitoring 
notification. 
Ground -the  fastest,  most  reliable  ground  service  with 
"  points  than  any  other  carrier 
/-fully  integrated  international  air  ocean  and  land  solutions. 


*    1UU 
1 1ard 


Add  our  worid-class  customer  service  centers  and  state-of-the-art 
web  site  featuring  My  Yellow  -  with  rating  and  tracking  services 
that  keep  you  in  the  loop  every  second  of  the  way.  So,  no  matter 
where,  when  or  how  you  need  something  shipped,  you  know 
what  our  answer  will  be. 


1-800-610-6500    wwwyellowfreight.com 


I 


YELLOW 

YES  WE  CAN. 


radon  Suypter  to  me  U  S  Swim  Team 
2000  Yellow  Freight  Syflem,  Inc  M  Rights  Reserved 


SftfA'fi  %fc  ©STATION 

BUZZ:  Brags  that  it  delivers  results  in  seconds.  Unlike  many 
competitors,  Freightquote  will  eventually  serve  all  four  trans- 
port modes:  road,  air,  ocean  and  rail.  Last  half  of  1999  revenues 
shy  of  $1  million;  could  hit  $18  million  by  year  end. 


FreightWise 


(Private) 


www.freightwise.com 

CHIEF  EXECUTIVE:  Owen  Zidar 

MODEL:  ASP 

DESCRIPTION:  FreightWise  hasn't  gotten  off  the  ground  yet,  but 
once  it  does,  it's  designed  to  let  buyers  (shippers)  and  sellers 
(train  and  trucking  companies)  meet  online  and  do  business. 
Shippers  can  view  excess  space  in  a  variety  of  vehicles.  After  the 
goods  are  actually  transported,  the  funds  are  transferred  be- 
tween buyer  and  seller  through  FreightWise's  site.  Shippers  will 
also  be  able  to  track  and  trace  their  cargo  midtransit.  Freight- 
Wise  takes  a  cut  of  each  transaction.  Also  hopes  to  make  money 
by  reselling  its  transaction  data. 
CLIENTS:  None  yet. 

BUZZ:  Its  roots — and  all  of  its  funding — stem  from  railroad 
heavyweight  Burlington  Northern  Santa  Fe.  Will  its  owner's  bias 
hurt  its  efforts  with  air  and  sea  transporters? 


fiflCargo.com 


(Private) 


www.gocargo.com 

CHIEF  EXECUTIVE:  Eyal  Goldwerger 

MODEL:  Marketplace 

DESCRIPTION:  The  self-described  Nasdaq  of  the  shipping  in- 
dustry assembled  by  a  gaggle  of  transportation  and  Wall  Street 
types.  Investors  include  Goldman  Sachs  and  Softbank.  Essen- 
tially a  bulletin  board  system  that  facilitates  a  reverse  auction  be- 
tween manufacturers  (a.k.a.  shippers)  and  ocean  vessels.  Here's 
how  it  works:  Manufacturers  post  their  freight's  size,  destination 
and  delivery  date.  Freight  forwarders  can  log  on  and  see  all  the 
freight  up  for  grabs.  In  turn,  car- 
riers submit  their  criteria  for 
hauling — geography,  import  vs. 
export,  and  type  of  cargo.  Go- 
Cargo  automatically  alerts  carri- 
ers when  an  appropriate  vendor 
is  found.  Claims  8,000  shippers 
and  1,500  ocean  carriers  are  signed  up  to  participate.  Not  sur- 
prising since  it's  all  free  until  a  shipper  accepts  a  bid;  then  up  to 

of  the  cost  is  paid  by  carriers  to  GoCargo. 
CLIENTS:  General  Electric  and  Warner  Lambert. 
BUZZ:  Go(  largo  claims  it  has  facilitated  "thousands"  of  transac- 
tions since  opening  in  November  1999.  It's  putting  all  its  eggs  in 
the  exchange  basket,  while  competitors  see  an  exchange  as  only 
a  minor  piece  of  a  bigger  logistics  pie. 


Logistics.com 


(Private) 


www.logistics.com 
CHIEF  EXECUTIVE:  Yossi  Sheffi 
MODEL:  Marketplace 

DESCRIPTION:  Enters  the  digital  wars  with  a  dozen  proven  soft- 
products  and  blue-chip  clients  who  already  use  the  com- 
pany's software  to  help  move  products  as  quickly  and  cheaply 


as  possible  while  tracking  and  managing  the  pro< 
Logistics.com  is  now  tweaking  its  software  to  work  over  the 
for  an  ASP  model.  The  site  officially  launched  in  January. 

the  digital  marketplace  wasn' 
until  May. 

CLIENTS:  Procter  &  Gamble,  1 
Mart,  Ford,  Colgate-Palmolive. 
BUZZ:  Logistics.com  is  backed  b} 
ternet  Capital  Group.  Chief  exect 
Yossi  Sheffi  is  an  MIT  professor  who  founded  a  logistics  soft 
company  in  1988,  sold  it  to  Sabre  in  1996  and  bought  it 
in  January. 

National  Transportation  Exchange  <pn 

www.nte.net 

CHIEF  EXECUTIVE:  James  Davidson 

MODEL:  Marketplace 
DESCRIPTION:  A  sophisticated  matchmaker  between  comp* 
with  stuff  to  ship  and  trucking  outfits  looking  to  fill  empty  s{ 
Shippers  tell  NTE  what  and  when  they  want  to  ship  and  the  i 
imum  they'll  spend.  NTE's  technology  generates  a  reason 
market  price  at  or  below  the  shipper's  stated  maximum, 
shops  the  shippers'  freight  to  a 
slew  of  trucking  companies. 
NTE  notifies  the  shipper  of  a 
carrier  that  agreed  to  ship  its 
lot.    Claims    most    matches 
made  in  about  3  hours.  Mem- 
bership is  free,  but  NTE  takes  a 
percent  of  the  cost. 

CLIENTS:  3M,  Menlo  Logistics,  Schneider  Dedicated. 
BUZZ:  One  of  the  most  well-known  and  well-funded  indi 
exchanges,  with  $72  million  from  notables  such  as  FedEx, 
and  Hummer  Winblad.  The  exchange  has  been  working 
1995  and  went  online  in  1997.  Some  500  shippers  and  true 
companies  participate,  up  25%  this  year.  Could  be  missing 
boat  by  ignoring  ocean  and  airline  companies  or  by  not  offe 
compatible  software  services  to  automate  operations. 


ShipLogix.com 


(i 


www.shiplogix.com 

CHIEF  EXECUTIVE:  Tom  Escott 

MODEL  ASP 

DESCRIPTION:  Founded  in  April  with  $15  million  in  fun< 
from  Goldman  Sachs  and  Odeon  Capital  Partners.  Targe 
small  and  midsize  shippers  who  want  to  rent  its  transporta 
management  software  over  the  Web.  Designed  to  let  shipper 
business  with  road,  ocean,  air  and  rail  companies  online 
competing  price  quotes,  sign  contracts,  locate  a  shipmen 
route,  invoice  and  till  empty  space.  Expects  50%  of  revenut 
come  from  software  "rents"  and  the  other  half  from  B2B 
who'll  use  its  service. 

CLIENTS:  Just  one,  Freight  Masters  Systems. 
BUZZ:  Still  testing  its  Web-based  products  and  hopes  to  b< 
by  September.  Its  experienced,  well-connected  and  now  v 
enriched  management  team  left  Caliber  Logistics  after  Fe 
bought  it  in  January  1998. 
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TWO  WORDS 

FOR  THOSE  WHO 

DON'T  THINK  IT'S 

IMPORTANT  TO  BE 

MISSION-READY: 


GENERAL  CUSTER. 


When  you're  trying  to  win  on  the  Web, 
it  can  feel  like  the  odds  are  against  you.  Many 
e-commerce  solutions  take  too  long  to  deploy.  And 
when  they  don't  deliver  as  promised,  your  reputation 
and  your  bottom  line  can  suffer  heavy  casualties. 
•  That's  why  you  need  a  mission-ready  e-commerce 
solution  from  InterWorld''-.  •  Mission-ready  means 
ready  to  go  live  fast,  with  a  comprehensive  out-of-the- 
box  solution.   Ready  to  adapt  swiftly  to  change. 


Ready  to  leverage  the  power  of 
information.  And  ready  to  manage  your  supply 
chain,  end  to  end.  •  It  also  means  ready  for  success 
-  as  proven  by  our  large  base  of  installed  clients, 
each  with  a  thriving,  rock-solid  online 
presence.  •  Call  877-326-6637  or  visit 
www.interworld.com.  No  one  is  more 
mission-ready  to  help  you  make  a 
winning  stand  on  the  Web. 


interw«rld 


For  this  free  white  paper  go  to 

www  interwortQ'  COrr ,  r 


IVliSSION-READY         E-COMMERCE 


iiSifA 


TISING 


By  Michael  Crebb 

The  ad  industry  is  a 
$117  billion  behemoth 
with  enough  ready-to- 
purge  inefficiencies  to 
make  your  typical  B2B 
exec  weak  in  the  knees. 

But  the  Web  is  still 
learning  how  to  work  this 
market.  A  prime  lesson  of 
the  past  year:  The  auction 
model,  which  connotes 
remnant  or  distressed 
inventory,  is  a  lousy  lure 
for  media  buyers,  who 
look  for  choice 
placements  in  prime 
markets.  (Not  too  many 
last-minute  Super  Bowl 
spots  in  those  Web 
auctions.)  AdAuction.com 
learned  this  the  hard 
way  when  it  abandoned 
its  business  plan  this 
spring,  changing  its 
model,  its  name  (now 
OneMedia-Place)  and  its 
top  brass.  Big  venture 
money  poured  in. 

But  what  about  the 
Web  itself?  Those  grating 
banner  ads  are  fast  being 
replaced  by  affiliate 
marketing,  the  strategic 
placement  of  e-commerce 
links.  If  no  one  clicks, 
then  no  one  pays. 
Analysts  predict  that  by 
2002,  these  ads  will  drive 
almost  a  quarter  of  all 
consumer  e-buying.  The 
future  beckons. 


AdOutlet.com 


www.adoutlet.com 

CHIEF  EXECUTIVE:  Alan  B.  Masarek 

MODEL:  Marketplace 

DESCRIPTION:  An  exchange  for  buyers  and  sellers 
of  all  forms  of  media,  including  TV,  radio,  Inter- 
net and  print.  Its  Advertising  Distribution  System 
(  \ns)  allows  ad  sellers  to  know  the  identity  of 
each  buyer  so  they  can  customize  prices.  Charges 
sellers  a  steep  15%  to  20%  transaction  fee. 
CLIENTS:  Claims  more  than  350  media  properties 
and  7,500  media  buyers,  including  USA  Today, 
24/7  Media,  and  Fox  News  Sunday. 
BUZZ:  Recently  completed  a  $25  million  round  of 
funding,  led  by  DLj's  Sprout  Group.  Lured  Peter 
Lund,  former  CBS  chief  executive,  as  Director. 


BeFree 


IBFRE) 


www.befree.com 

CHIEF  EXECUTIVE:  ( .ordon  Hoffstein 

MODEL  Marketplace 

DESCRIPTION:  A  company  that  sets  up  and  man- 
ayes  paymenl  systems  for  affiliate  Web  sites 

that  have  click-through 
arrangements  with 
giant  e-commerce  por- 
tals like  Yahoo  and 
GeoCities.  BeFree  takes 
a  finder's  fee  only  if  a 
sale  results. 

CLIENTS:  VOL,  Lycos,  About.com,  GeoCities, 
Barnesandnoble.com  .\nd  Yahoo. 
BUZZ:  Stock  dropped  from  $60  to  less  than  $10. 
Bui  with  the  company's  $175  million  war  chest, 
declining  operating  losses  and  blue-chip  Web 
customer  list,  mam  analysts  like  its  chances. 


(Private) 


BuyMedia 

www.buymedia.com 
CHIEF  EXECUTIVE:  Michael  R.  I.kkson 
MODEL  Marketplace 

DESCRIPTION:  An  exchange  lor  radio  and  TV  ad- 
vertising time,  in 
which  media  buy- 
ers send  requests  to 
sellers,  then  negoti- 
ate  rates   offline. 
\tter  prices  are  set, 
buyers  process  the  deals  online.  Claims  to  channel 
more  than  $2  million  in  ad  sales  daily. 
CLIENTS:  More  than  2,900  media  buyers  use  its 
database  of  radio  a\k\  IV  stations  nationwide. 
BUZZ:  Recently  purchased  Market  ion,  a  sales, 


scheduling,  and  accounting  software  package 
TV  and  radio  stations.  Marketron  sales  are  t 
only  egg  in  its  revenue  basket. 


(Private)    Betty  Images 


(GE1 


www.gettyimages.com 

CHIEF  EXECUTIVE:  Jonathan  Klein 

MODEL:  Marketplace 
DESCRIPTION:  The  online  destination  for  adv 
tising  and  creative  types  looking  for  photos  a 

film  footage.  Its 
ventory,  some  ol 
digitized  and  dov» 
loadable,  stands 
excess  of  70  milli 
photographs 
30,000  hours  of  footage.  Overall  revenues  wi 
$105  million  in  the  first  quarter  of  2000  alo 
with  $31.5  million  of  that  coming  via  the  Web 
CLIENTS:  Advertising,  design  and  marked 
agencies. 

BUZZ:  Sailed  past  rival  Corbis  (owned  by  I 
Gates)  with  its  March  acquisition  of  the  19 
based  Visual  Communication  Group,  the  1 
major  available  image  archive.  Getty  now  ha 
lock  on  the  creative  professional  market. 


LinkShare 


(Priw 


www.linkshare.com 

CHIEF  EXECUTIVE:  Stephen  D.  Messer 

MODEL  Marketplace 
DESCRIPTION:  Another  company  that  enab 
e-commerce  sites  to  negotiate  and  manage  de 
with  thousands  of  affiliates  that  host  en 
through  ads.  If  those  click-throughs  end  in  sa 
the  affiliate  and  LinkShare  take  a  cut. 
CLIENTS:  f( '  Penney,  Lands'  End  and  Priceline.cc 
BUZZ:  I  aunched  a  B2B  version  of  its  affiliate  m 
keting  services  in  January.  Smart  move. 


OncMediaPlace 


(p 


www.onemediaplace.com 

CHIEF  EXECUTIVE:  (erry  Machovina 

MODEL  Marketplace 

DESCRIPTION:  OneMediaPlace  is  an  online  m 

ketplace  for  media  planners,  buyers  and  selk 

The  company  initially  specialized  in  online  I 

outdoor  advertising,  and  is  now  moving  into 

radio  and  print.  Charges  sellers  a  sliding-sc 

transaction  fee. 

CUENTS:  Starbucks,  Yahoo,  AOL. 

BUZZ:  formerly  called  AdAuction.com,  the  co 

pany  recently  did  an  about-face  on  its  busin 

plan,  changing  from  an  auction  model  to  one  t 

facilitates  existing  ways  of  doing  business.  j 

mone\  guys  were  pleased;  $67  million  of  vent 

money  soon  followed. 
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Two  miracles.  Three  Bristol-Myers  Squibb  medicines. 

And  one  very  happy  ending. 


ie  little  miracle  above  is  Luke  David  Armstrong.  The 
;  one  is  his  dad,  Lance.  Winner  of  the  2,287- mil'-  [999 
ur  de  France.  And  of  an  even  more  grueling  battle  — 
inst  testicular  cancer.  Using  three  Bristol-Myers  Squibb 
icer  drugs,  doctors  worked  with  Lance  to  beat  his 


illn'-ss.  lor  over  three  decades,  Bristol    Myers  Squibb 
been  at  the  forefront  of  developing 

Now,  we're  working  with  I^ance  to  spread  the  word  about 
early  detection,  treatment,  I  id  triumph.  Learn 

more  by  visiting  our  VWb  site:  www.lims.iom. 

QB&  Bristol-Myers  Squibb  Company 

Hope,  Triumph,  and  the  Miracle  of  Med 


-it**. 


EPICAL 


want  to  compete  with  it.  New  cochief  executiv 
Wygod,  could  help  WebMD's  cause. 


By  Dolly  Setton 

Health  care  is  the  single 
largest  vertical  of  the 
U.S.  economy, 
contributing  16%  of  GOP. 
It  is  also  an  unmatched 
economic  opportunity: 
administrative  costs  eat 
up  $250  million  annually. 
Because  the  industry  is 
geographically  dispersed, 
it  could  benefit  from  the 
connectivity  the  Web 
provides. 

The  key  is  information 
that  allows  buyers  to 
get  the  right  goods  at 
the  right  prices.  But 
despite  the  info- 
intensive  nature  of  the 
industry,  health 
companies  historically 
have  underinvested  in 
technology. 

"It  will  take  about  two 
to  five  years  until  the 
industry  realizes  benefits 
from  new  technology. 
There  probably  won't  be 
big  power  shifts,  just 
more  efficiency,"  says 
Credit  Suisse  analyst 
Stephen  DeNelsky.  Drug 
distributors  aren't  going 
to  go  away;  you'll  still 
need  warehouses  to  store 
drugs.  But  middlemen 
such  as  Envoy,  which 
does  electronic 
transactions  on  a  private 
network,  may  be  cut  out 
if  they  don't  Webify. 


Allscripts 


(MDRX) 


www.allscripts.com 

CHIEF  EXECUTIVE:  Glen  Tullman 

MODEL:  ASP 

DESCRIPTION:  AllScripts  makes  software  that  al- 
lows doctors  to  send  prescriptions  electronically 
to  pharmacies  and  check  for  adverse  drug  inter- 
actions, on  a  handheld  touchpad.  Doctors  pay 
$200  a  month  for  the  service,  plus  a  setup  charge. 
CLIENTS:  More  than  3,000  doctors'  offices 
nationwide. 

T>  BUZZ:  Allscripts 
could  face  rising 
competition  from 
newer  rivals  such  as 
Iscribe.  And  if  doc- 
tors aren't  con- 
vinced this  new  product  will  save  them  time,  it's 
off  to  sickbay  for  Allscripts. 

Carclnsite (cam) 

www.careinsite.com 
CHIEF  EXECUTIVE:  Marvin  Rich 
MODEL  Marketplace/ ASP 

DESCRIPTION:  Carclnsite  provides  an  office  man- 
agement system  for  physicians  that  integrates  an 
information  exchange,  e-commercc  portal,  lab 
communication,  claims,  insurance  eligibility  and 
prescription  ordering.  A  merger  with  former  rival 
Healtheon/WebMD  awaits  regulatory  approval. 
CLIENTS:  1  >octors,  hospitals,  insurers. 
BUZZ:  Merger  poses  integration  challenges.  Looks 
like  Carelnsite's  Martin  Wygod  will  be  in  the  dri- 
ver's seat  of  the  new  entity,  WebM  I ). 


Healtheon/WebMD 

www.webmd.com 

CHIEF  EXECUTIVE:  Jeffrey  Arnold/Martin  Wygod 

MODEL  Marketplace/ ASP 

DESCRIPTION:  Soon-to-be-renamed  WebMP  is 
the  gorilla  in  Ehealth.  It  seeks  to  connect  all 
parties  in  health  care:  doctors,  patients,  hospi- 
tals, insurers  and  employers.  Healtheon  makes 
a  large  part  of  its  money  through  charging 
HMOs  for  transactions  and  selling  advertising 
on  WlebMD.  A  key  acquisition  that  recently 
closed  was  Envoy,  the  electronic  data  inter- 
change unit  of  Quintiles  Corp. 
CLIENTS:  Doctors,  patients,  hospitals,  insurers. 
BUZZ:  Great  potential,  but  faces  huge  execution 
challenges:  attracting  doctors,  integrating  differ- 
ent platforms,  migrating  business  to  the  Internet, 
and  working  successfully  with  insurers  that  might 


UUL 


(IDXI 


www.idx.com 

CHIEF  EXECUTIVE:  Richard  Tarrant 
MODEL:  ASP 

DESCRIPTION:  Health  plans,  hospitals  and  phys 
cian  groups  use  the  company's  systems  to  gh 
doctors  access  to  patient  records  and  to  automa 
billing  and  other  administrative  functions.  Sy 
tern  maintenance  and  subscription  fees  accoui 
for  nearly  65%  of  sales.  Like  everyone  else,  IDX  p 
cently  inked  a  deal  with  Healtheon/WebMD. 
CLIENTS:  Physicians  groups,  management  se 
vices  organizations,  health  plans  and  hospitals. 
BUZZ:  IDX  has  been  forced  to  restructure,  cuttir 
employee  rolls  by  about  5%. 


InfoCure 


(inc: 


www.infocure.com 

CHIEF  EXECUTIVE:  Frederick  Fine 

MODEL  ASP 

DESCRIPTION:  InfoCure  connects  70,000  docto 

and  38,000  dentists  to  pharmacies  through  the 

PCs.  The  firm  is  moving  from  an  upfront  pa 

ment  model  to  a  subscription-based  pricir 

model.  Also  focusing  on  leveraging  its  custom 

base  through  e-commerce  deals  with  ParkSton 

Per-Se  and  Microsoft.  Healtheon  has  invest* 

$10  million. 

CLIENTS:  Doctors  and 

dentists. 

BUZZ:  InfoCure's  new 

approach  may  help  it 

bounce  back  to  health. 

The  e-commerce  deals 

are  important  sources  of  recurring  reveni 

and  the  subscription  model  is  more  appealir 
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(HLTH)      to  younger  doctors  starting  out. 


Medihuy.com 


(Prival 


www.medibuy.com 

CHIEF  EXECUTIVE:  Dennis  Murphy 

MODEL:  Marketplace 

DESCRIPTION:  Marketplace  for  medical  supplk- 

surgical  products  and  capital  equipment.  Me< 

ibuy  earns  volume-based  commissions  paid  1 

sellers;  the  service  is  free  for  buyers.  Also  ru 

auctions  for  used  equipment  and  excess  inve: 

tory.  In  March  purchased  the  e-commerce  arm 

Premier,  one  of  four  large  ( IPOs  that  dominate  tl 

supply  chain  to  hospitals. 

CLIENTS:  Hospitals,  medical  suppliers. 

BUZZ:  Paid  $45.5  million  for  a  three-year  deal  wi 

Healtheon/WebMD  to  reach  its  doctor  membe 

Could  face  stiff  competition  if  the  announo 


170      FORBES"   Best  of  The  Web   ■    [ul 


iortium  of  major  medical  suppliers, 
jding  Johnson  &  Johnson  and  GE 
ical  Systems,  set  up  online  shop. 


oforma.com 


4HE0E) 


"  Mieoforma.com 

I  IF  EXECUTIVE:  Robert  Zollars 

I IEL  Marketplace 

i  CRIPTION:  Online  medical  supplies 

giange.  Bailed  out  of  merger  with 

i  )sis  and  affiliate  Health  Vision.  Enter- 

1  .--commerce  agreement  with  VHA  to 

I  in  guaranteed  revenues  from  the 

E  ip's  hospital  members. 

J  NTS:  Medical  suppliers  and  hospitals. 

I  Z:  Faces  tough  competition  from  ri- 

a  such  as  Broadlane  (a  joint  venture 

t  een  Ventro  and  Telnet  Healthcare), 

1  ibuy  and  EmpactHealth.com. 


ixyMed.com 


(PILL) 


i  '.proxymed.com 

I  T  EXECUTIVE:  Harold  Blue  (interim) 

I  IEL:  Marketplace 

I  CRIPTION:  A  smaller-scale  version  of 

1  <et  leader  Envoy,  it  links  50,000  physi- 

£ .  in  more  than  2,000  health  care  orga- 

i  dons  through  their  private  network, 

k  yNet.  Delivers  lab  results,  insurance  re- 

10  irsements,  prescription  orders  and  in- 

ince  eligibility  information. 

I  :NTS:  50,000  individual  physicians, 

J  )0  pharmacies  including  CVS,  Eckerd, 

jWalgreens. 

tZ:  It  recently  restructured,  cutting 


>  by  $8.5  million  and  the  company 
<  force  by  20%,  including  the  chief 
utive,  chief  financial  officer  and  chief 
ating  officer. 


HfJL 


(VNTR) 


«'.  vent  ro.com 

i  IF  EXECUTIVE:  David  Perry 

I  €L:  Enabler/Marketplace 

I  CRIPTION:  Runs  several  exchanges  in- 

iiling  Broadlane,  for  hospital  and  med- 

i.upplies  (formed  with  Tenet  Health- 

11 1  and  Promedix,  for  specialty  medical 

ilucts  like  prosthetic  heart  valves. 

Jed  1999  revenues  of  $31  million, 

Til  Jy  from  transaction  fees. 

« NTS:  Hundreds  of  suppliers,  hospitals. 

•  fc  Harvard  M.B.A.  Perry  has  brought 

her  the  major  manufacturers  and  re- 

rs.  Though  it  could  be  a  few  years 

logistical  challenges  are  overcome, 

ro  is  likely  to  be  a  major  player.       F 
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A  meeting  planning  solution 
to  fit  your  bottom  line. 


allmeetings.com 


Call  us  for  a  better  bottom  line: 

Great  meetings.  Lower  costs.  Solutions  that  fit. 

Reduce  your  meeting  costs  by  25-50%!  Did  you  know  that  meeting  planning 
is  one  of  your  company's  most  controllable  expenses?  AIIMeetings.com  is  a  total 
online  planning  resource  that  puts  money-saving  solutions  right  at  your 
fingertips.  On  one  easy-to-use  site,  your  planners  will  find  the  lowest  hotel  rates 
and  most  cost-effective  transportation  solutions  worldwide  in  just  minutes,  as 
well  as  meeting  location  options  based  on  total  program  cost,  faster 
comparisons,  customized  searches  and  easy  online  estimates  for  immediate 
review.  You  II  find  big  savings  -  right  away. 

Want  to  save  even  more?  Let  us  customize  an  Intranet  Solution  to  fit  your 
own  system.  As  our  site  literally  becomes  your  site,  you'll  save  even  more  in  the 
long  run.  Like  a  custom-made  suit  designed  especially  for  you,  we'll  create  your 
system  to  include  your  travel  policies,  favorite  hotels,  preferred  vendors, 
negotiated  rates  and  the  overall  look  and  feel  of  your  own  corporate  identity. 
Watch  productivity  soar,  as  your  customized  system  promotes  compliance 
company-wide,  with  all  the  information  your  planners  need  in  one  place  -  your  own 
system.  You'll  even  be  able  to  track  and  benchmark  your  travel  and  entertainment 
budgets  over  time,  watching  your  system  maximize  every  dollar  spent. 

Try  At/Meetings,  com  on  for  size.  We  think  you  'II  find  us  to  be  a  perfect  fit! 
For  more  information  call  us  at  702.558.9900  ext  610  or  visit  our  website 
www.  a  I /meetings,  com. 

702.558.9900    ■    www.allmeetings.com 
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By  Brett  Nelson 

Turning  inventory  has 
always  been  the  key  to 
the  metal  distribution 
game.  After  all,  unsold 
50,000-pound  coils  of 
steel  can  really  clutter  up 
a  balance  sheet,  let  alone 
a  warehouse. 

Still  in  search  of 
profits,  today's  hottest 
metals  exchanges  offer 
a  lot  more  than  the 
opportunity  to  buy 
and  sell  excess 
prime-grade  steel. 

Some  give  access  to 
prequalified  suppliers 
whose  inventory  runs  the 
gamut  from  tool  steel  to 
titanium.  Others  provide 
technical  material  specs 
and  Web  site  design.  Still 
more  exchanges  are 
rolling  out  financing  and 
shipping  functions— even 
the  chance  to  reserve 
time  on  a  mill.  (If  they 
don't  provide  these 
services,  forthcoming 
consortia  of  big  industry 
players  may  turn  them 
to  slag.) 

We're  not  suggesting 
that  you  scrap  the 
occasional  tee  time  with 
customers,  but  50  to  500 
basis  points  for  each 
transaction— and 
perhaps  a  small  yearly 
subscription  to  a  given 
site— is  probably  worth 
it  to  move  those 
pesky  coils. 


Aluminium.com 


(Private) 


www.aluminium.com 

CHIEF  EXECUTIVE:  Alan  Kestenbaum 

MODEL  Marketplace 

DESCRIPTION:  Launched  in  April  and,  as  of  early 
June,  more  than  1,200  participants  were  trading 
aluminum  ingots,  slabs  and  scrap.  The  site  allows 
sellers  to  negotiate  every  aspect  of  their  trades. 
Transaction  fees  range  between  0.4%  and  1%, 
based  on  volume.  Financing  kicks  in  another  10 
basis  points. 

CLIENTS:  From  mills  to  manufacturers. 
BUZZ:  Unveiled  a  nifty  feature  that  allows  sellers 
to  take  immediate  cash  payment.  Plans  to  offer 
trading  of  semifabricated  sheets,  coils  and  extru- 
sions. A  copper  exchange  is  in  the  works. 


E-Steel 


^Private) 


www.esteel.com 

CHIEF  EXECUTIVE:  Michael  Levin 

MODEL:  Marketplace 
DESCRIPTION:  Michael 
Levin's  second  attempt 
at  a  steel  exchange.  Users 
post  material,  send  in- 
quiries and  haggle  in 
private    chat    rooms. 
Cost:  between  30  and  88 
basis  points  per  transaction.  Plans  to  charge  a 
monthly  subscription  fee  and  referral  fees  for  fi- 
nancing and  logistics  services. 
CLIENTS:  2,300  metal  suppliers,  including  Ford 
Motor  and  USX  Corp. 

BUZZ:  Working  with  First  International  Bank  to 
automate  credit  delivery.  Ford  agreed  to  buy 
4  million  tons  of  steel  products  here. 


MaterialNet.com 


(Private) 


www.materialnet.com 
CHIEF  EXECUTIVE:  1  )avid  Centner 
MODEL  Marketplace 

DESCRIPTION:  Youngest  of  metals'  big  three  (in- 
cluding F-Sleel  and  Metalsite),  the  company  runs 
reverse  auctions  between  buyers  and  brokers  of 

t*^£ Material^  icom  I  semifinished  products 
*  and  raw  materials.  Ex- 
ample: A  manufacturer 
enters  a  request  for  a 
quote  and  service  centers 
bid  against  each  other  to 
win  the  order.  Sellers  pay  a  1.5%  to  5%  transac- 
tion fee,  based  on  volume.  Materials  include 
stainless  steel,  nickel  and  titanium. 


CLIENTS:  More  than  400  metals  suppliers. 
BUZZ:  Introduced  its  "Beat  This  Price"  aul 
format,  in  which  buyers  set  the  opening  pricj 
commit  to  the  purchase  upfront. 


MetalSite 
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www.metalsite.com 

CHIEF  EXECUTIVE:  Patrick  Stewart 

MODEL  Marketplace 
DESCRIPTION:  Formed  by 

YVeirton  Steel,  LTV  and 
Steel  Dynamics,  the  site 
serves  as  a  sealed-bid  auc- 
tion-style exchange,  online 
catalog  and  information 
aggregator.  It  logs  more  than  5,200  transactil 
month,  charging  between  .25%  and  2%  for  | 
Offers  carbon  steel  and  some  stainless 
Monthly  inventory:  150,000  tons. 
CLIENTS:  Bethlehem  Steel,  LTV,  Weirton  Sted 
BUZZ:  Internet  Capital  Group  bought  a  35% | 
from  Weirton  Steel  for  $180  million.  In 
MetalSite  teamed  with  Metal  Managemenj 
Philip  Services  to  launch  ScrapSite.Net,  aj 
change  for  steel  and  nonferrous  scrap  metall 


Metal  Suppliers  Online (pj 

www.metalsuppliersonline.com 
CHIEF  EXECUTIVE:  Alan  Gamble 

MODEL  Marketplace 

DESCRIPTION:  Generates  90%  of  revenu 
charging  a  $500  yearly  fee  for  its  database  o 
service-center  and  extrusion-shop  invent 
Offers  specs  on  nearly  17,000  steel  and  n 
rous  grades.  Builds  Web  sites  for  mills  and  i 
centers  and  makes  money  from  banner 
Charges  2%  to  5%  for  transactions. 
CLIENTS:  Timken,  Admiral  Metals,  RTI  Int 
tional  Metals 

BUZZ:  Gamble  raised  $1  million  from  angi 
vestors  and  moved  the  operation  from  his 
room  to  a  5,000-square-foot  office  north  of  Be 

Onlinemet 

www.onlinemetals.com 
CHIEF  EXECUTIVE:  )ohn  Byrum 

MODEL  Marketplace 

DESCRIPTION:  Targets  orders  too  small  for  t 

tional  service-centers  which  move  material  in 

sheets  and  demands  a  $250  to  $500  minii 

order.  Average  order  size:  $100;  average  saving 

line:  50%.  Carries  a  slew  of  sizes  in  inventor 

many  grades  of  steel. 

CLIENTS:  NASA,  Kodak  and  machine  shops. 

BUZZ:  Number  of  orders  has  grown  more 

500%  in  one  year.  Teamed  with  Machinetool. 

a  portal  for  that  industry,  to  increase  traffic 
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Select  the  wrong 

consultants  and  you  might 

find  yourself  up  a  creek. 


Looking  (or  the  right  consultants? 

( lo  to  the  world's  leading  e  marketplai  e  (or  rinding 

pre-qualified  consulting  firms 

-  PENgroup.com  - 

where  qualified  consultants  can't  wait  to  sink 

their  teeth  into  your  project. 

Save  time.  Save  money.  Get  better  results. 

visit  www.pengroup.com 

<)vcr  1 ,  500  pre-qualified  consulting  firms 

A  database  of  over  200,000  additional  firms 

150,000  registered  business  users 


i 


* 


< 


PENGROUP.com 

The  Expert  Marketplace 
800-983-9737 
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EqualFooting 


By  Colleen  Mastony 
and  Graham  Button 

One  of  the  fastest 
growing  and  most 
fragmented  B2B 
segments  is  also  one  of 
the  most  mundane.  It's 
called  Maintenance, 
Repair  and  Operations, 
but  most  refer  to  it  simply 
as  MRO. 

MROs  are  marketplaces 
designed  to  let  companies 
buy  and  sell  things  like 
staplers,  brooms,  paper 
clips  and  office  chairs. 
American  companies 
spend  hundreds  of 
billions  of  dollars  every 
year  on  such  items.  Often, 
they  overpay.  The  cost  of 
card  files  and  scissors 
becomes  exorbitant  when 
you  take  into  account  all 
the  work  required  of 
employees  just  to 
complete  a  purchase 
order  and  push  it  through. 

MROs  like  IProcure  and 
Grainger  let  companies 
electronically  procure 
products  in  bulk  at  costs 
up  to  25%  less. 


www.equalfooting.com 
CHIEF  EXECUTIVE:  Jim  Fox 
MODEL:  ASP 

DESCRIPTION:  A  marketplace  designed  for  small 
businesses  in  construction  and  manufacturing. 
EqualFooting  offers  comparison  shopping  for 
hundreds  of  thousands  of  items  offered  by  na- 
tional, regional  and  local  suppliers — from  air 
compressors  to  wheelbarrows.  Buyers  can  also  so- 
licit bids  through  a  free  request  for  quote  (RFQ) 
system;  sellers  pay  transaction  fees  ranging  from 
3  to  5%.  Also  available:  e-commerce,  financing, 
leasing  and  discounted  shipping  services  via 
third-party  suppliers. 

CLIENTS:  Fastenal,  JLK,  Vally  Safety,  Wesco, 
TruServ. 

BUZZ:  Backers  include  AOL's  Steve  Case  and  Marc 
Andreessen.  Claims  to  have  a  wider  array  of 
products  than  Grainger.  EqualFooting  has  plenty 
of  alliances:  Bank  One/First  USA,  Automatic  Data 
Processing  and  the  Small  Business  Administra- 
tion, for  example.  Quips  chief  executive  Fox, 
"Grainger's  business  model  seems  to  be  about 
creating  different  Web  sites." 


(Private)      fijtMlU^JL 
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FacilityPro.com 


www.facilitypro.com 
CHIEF  EXECUTIVE:  Peter  Dunning 
MODEL  Marketplace 

DESCRIPTION:  Geared  towards  facility  managers 
at  property  management  companies,  real  estate 
investment  trusts  and  other  real  estate  owners,  as 
well  as  vendors.  With  more  than  2,500  users  at 
600  locations,  FacilityPro  offers  more  than 

1.7  million  products. 
The  company  buys  in 
bulk  from  leading 
suppliers  and  distrib- 
utors and  tacks  on  a 
markup  on  sales  to 
buyers.  Its  other  rev- 
enue source  is  building  online  procurement  mar- 
ketplaces for  clients. 

CLIENTS:  Haverty's  Furniture,  Avado  Brands, 
Federated  Department  Stores  and  Encompass 
Services  among  others. 

BUZZ:  Got  a  big  boost  from  an  April  procurement 
deal  with  Encompass,  the  largest  facilities  services 
firm  in  the  U.S.  The  company  estimates  the  10- 
year  pact  will  generate  more  than  $10  billion  in 
purchase  transactions.  Encompass  also  made  an 
equity  investment  in  the  B2B  as  part  of  the  deal. 


www.grainger.com 

CHIEF  EXECUTIVE:  Richard  L.  Keyser 

MODEL  Marketplace 

DESCRIPTION:  B2B  has  been  a  boon  to 
70-year-old  industrial  supply  giant.  Grair 

actually  supp 
several  MRO  \ 
sites  which  incl 
Grainger.com,  Or 
Zone.com,  Fi 
MRO.com,  and  Tc 
MRO.  In  two 
FindMRO.com  found  and  delivered  a  dent 
chair  to  the  Adanta  Thrashers  hockey  team  ( 
needed  it  for  sewing  up  injured  players  on 
sidelines)  and  in  Thrashers  colors,  no  less. 
CLIENTS:  35%  industrial  manufacturers;  1 
commercial;  15%  contractors;  12%  institutio 
21%  other. 

BUZZ:  Grainger  hopes  that  its  brick-and-mo 
distribution  network,  with  372  branches,  giv 
an  edge  over  upstart  competition.  Ordering  f 
Grainger  means  the  item  will  likely  come  fro 
nearby  Grainger  outpost,  not  a  distant  wareho 
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www.iprocure.com 
CHIEF  EXECUTIVE:  Larry  Blackwell 
MODEL  Marketplace 
DESCRIPTION:  The  B2B  spawn  of  Datastream 
terns,  which  sells  automated  facilities  man; 
ment  systems.  Ipro- 
cure is  a  network  of 
MRO  buyers  and  sup- 
pliers, whose  catalogs 
contain  more  than 
2  million  items;  it's 
designed  to  integrate 
with  Datastream  software  and  leading  sup] 
chain  management  systems.  Iprocure  also  ol 
stand  alone  (i.e.  nonintegrated)  Web-based  j 
curement  software.  More  than  350  customers  j 
chase  industrial  parts  and  supplies  via  Iproc 
which  takes  a  2%  cut  of  sales.  Iprocure  also  gei 
ates  revenue  from  software  licensing  fees. 
CLIENTS:  Lear  Automotive,  US  Filter,  Dean  Fo 
and  Bosch  Brake  among  others. 
BUZZ:  In  the  first  quarter  of  2000,  Iproc 
announced  partner  agreements  with  Purchas 
Center.com,  an  MRO  marketplace;  e-comrm 
enabler  On  Display  and  Web-based  surj 
auctioneer  DoveBid. 
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DOES  YOUR  WEB  SITE 


is  it  starved  for  fresh  content? 

ract  visitors  and  keep  them  on 
jr  site  with  fresh  news,  photos 
d  features,  custom-filtered 
r  your  web  site,  and  updated 
tntinuously.  Visit  our  web  site. 


OUR  SUBSCRIBERS 
lerica  Online,  InteliHealth,  Microsoft, 
h  erNature.com,  ProgressiveFarmer  com, 
and  hundreds  more. 


OUR  CONTENT  SOURCES: 
w  York  Times  Syndicate,  Red  Herring, 
light  Ridder/Tribune,  USATOOAY.com, 
iristian  Science  Monitor,  Salon.com, 
'ew  York  Post,  and  over  500  others. 
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MRO.com 


(Private) 


www.mro.com 

CHIEF  EXECUTIVE:  Chip  Drapeau 

MODEL:  ASP 

DESCRIPTION:  Includes  a  procurement  marketplace,  which  can 
handle  multiple  languages,  currencies  and  tax  codes,  and  an  auc- 
tion exchange  for  surplus  inventory.  Buyers  license  a  software  in- 
terface for  automating  requisitions  and  for  tracking  invoices  and 
and  shipping  status  online.  Sell-side  clients  license  software  to 
build  and  manage  electronic  catalogs.  MRO.com  generates  rev- 
enue from  software  licensing  and  "subscription"  fees. 
CLIENTS:  Morrison  Knudson,  ANZ  Bank,  Rockwell  Automation. 
BUZZ:  Until  recently  MRO.com  has  only  been  successful  captur- 
ing the  plant-level  MRO  market  at  smaller  companies.  It's  start- 
ing to  catch  bigger  fish:  in  February,  Cargill,  the  privately  held 
agricultural  giant,  signed  on. 


Group,  WinEstimator,  Sprint. 
BUZZ:  Recently  announced  a  three-year  deal  with  AOL  to 
velop  cobranded  marketplaces;  also  working  with  Hiltoi 
create  a  private  procurement  network  for  the  hotel  comp 
and  a  public  marketplace  for  the  hospitality  industry. 


PurchasingCenter.com 


JW 


PurchasePro.com 


(PPBO) 


www.purchasepro.com 
CHIEF  EXECUTIVE:  Charles  Johnson  Jr. 
MODEL  Enabler 

DESCRIPTION:  PurchasePro.com  clients  form  an  extensive  net- 
work of  B2B  procurement  marketplaces  for  industries  ranging 
from  food  and  beverage  to  construction.  The  company  gener- 
ates revenues  from  transaction  and  network  access  fees  as  well  as 
advertising. 
CLIENTS:  Hilton  Hotels,  Mirage  Resorti,  Mandalay  Resort 


www.purchasingcenter.com 
CHIEF  EXECUTIVE:  Paul  Baier 

MODEL  Marketplace 
DESCRIPTION:  Offers  access  to  a 
centralized  database  of  supplier 
catalogs,  hosts  auctions  for  surplus 
inventory  and  lets  buyers  post  request  for  quotes  (RFQs).  Th< 
also  industry  news,  expert  advice,  message  boards  and  job  p 
ings.  Revenues  are  generated  by  transaction  fees. 
CLIENTS:  W.  A.  Berry  &  Son,  TrizecHahn,  Amphenol. 
BUZZ:  In  February  raised  $26  million  in  a  second  round  of 
vate  financing,  led  by  Sigma  Partners.  Recently  announced  ai 
liance  with  Datastream  Systems  and  its  Iprocure.com  site 
above).  Under  the  alliance,  the  companies  will  provide  bu 
with  access  to  each  other's  supplier  networks. 


SupplierMarket.com 


4si 


www.suppliermarket.com 
CHIEF  EXECUTIVE:  Jon  Burgstone 

MODEL  Marketplace 


SCRIPTION:  An  auction  site  focused  on  manufactured  materi- 
such  as  metal  stampings,  injection-molded  plastic  parts  and 
ew  machine  parts.  There  is  no  cost  to  buyers;  suppliers  pay  a 
tisaction  fee  ranging  from  2%  to  4%,  depending  on  the  value 
JieRFQ. 

ENTS:  Simmons  Mattress,  JL  French,  US  Filter  and  Masco. 
H;  Recent  alliances  include  deals  with  Made2Manage  Sys- 
is,  an  enterprise  resource  system  provider  for  small  and 
dsize  manufacturing  companies,  and  NexPrise,  a  provider 
systems  that  enable  manufacturers  to  communicate  with 
>pliers. 


"spot"  buys  to  be  managed  through  one  location.  Buyers  pay  a 
subscription  fee  based  on  the  number  of  users  and  the  number 
of  suppliers;  suppliers  pay  a  nominal  fee  to  have  their  catalog 
Web-enabled. 

CLIENTS:  Buy  side:  3M,  University  of  Pennsylvania,  Seagate 
Technology,  General  Electric,  Level  3,  Boeing,  Cinergy,  Wa- 
chovia, Harley-Davidson.  Supply  side:  Staples,  Office  Depot, 
Boise  Cascade,  3M,  Compaq,  Newark  Electronics,  Wesco. 
BUZZ:  Five  divisions  of  parent  company  General  Electric  re- 
cently signed  on  as  buyers.  We  assume  that  didn't  take  much 
arm-twisting. 


VH  Register 


(Private)      Works.COm 


(Private) 


•  w.tpnregister.com 
IEF  EXECUTIVE:  Ray  Schiavone 

DEL:  Marketplace 

SCRIPTION:  A  joint  venture  between  GE  Information  Services 
1 1  Thomas  Publishing  that  combines  industrial  catalog  infor- 

tion    with    reporting, 

nitoring  and  other  fea- 
|  es  like  integration  with 

rd-party  procurement 

terns.  Private  catalogs 
I  ornate  supplier  relation- 
i  ps  based  on  negotiated 
:  cing  and  contract  terms. 

other  feature  facilitates  "off-contract  sourcing,"  allowing 


www.works.com 

CHIEF  EXECUTIVE:  Bo  Holland 

MODEL  ASP 

DESCRIPTION:  This  Internet  service  helps  small  businesses  move 
purchasing  online.  It  streamlines  approvals,  ordering,  tracking 
and  backoffice  accounting  processes.  Teamed  up  with  an  office 
products  wholesaler,  the  firm  offers  30,000  items,  including  soft- 
ware, telecom  products,  office  supplies  and  janitorial  supplies.  A 
cooperative  buying  program  gives  small  and  midsize  companies 
discounts  for  volume  purchasing,  like  Mercata's  site  for  con- 
sumers. There's  no  set-up  fee;  buyers  pay  $1.50  per  order. 
CLIENTS:  More  than  4,000  paying  customers. 
BUZZ:  Recently  sold  a  40%  equity  stake  to  Grainger  (see  above) 
for  $2 1  million  cash.  F 


Introducing  Account  Tracker 

by  CNBC.com. 

With  one  password,  access  your  investment  and  personal  finance  accounts  all  in  one  place. 
From  banking  and  credit  cards  to  bills  and  email.  Simple.  Secure.  Free.  Register  online  today. 


<  com 
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By  Lea  Goldman 

The  prospect  of  a 
paperless  society  hasn't 
scared  printers  and 
publishers  from  the  Web. 
The  printing  industry  has 
spawned  scores  of 
e-companies  promising 
to  do  away  with  the  costly 
inefficiencies  of 
commercial  printing — 
everything  from  job 
bidding  to  producing 
glossy  catalogs  to 
retooling  in-house  copy 
shops  with  the  latest 
equipment— although  few 
actually  do  the  printing. 
Our  survey  looked  at 
publishing  hubs,  like 
Noosh.com,  and  a  few 
paper  industry  hubs. 
Neutral  exchange 
PaperExchange.com  got 
an  early  lead  in  B2B,  but 
now  other  industry 
consortium  exchanges 
are  being  formed.  In  fact, 
PaperExchange.com 
member  International 
Paper  recently  joined 
forces  with  Georgia 
Pacific  and 

Weyerhaeuser  to  create 
a  new  supplier  market. 
If  this  new  industry  hub 
gets  beyond  the  press 
release  stage, 
PaperExchange.com 
could  be  in  trouble. 


58k.com 


(Private) 


www.58k.com 

CHIEF  EXECUTIVE:  Richard  Robb 

MODEL-  Marketplace 

DESCRIPTION:  This  first-mover  claims  to  be  the 
only  open  auction  site  uniting  commercial  buyers 
with  printers.  Projects  range  from  small-time 
color  brochures  to  multi-million  dollar  catalogs. 
Like  Ebay  and  other  consumer  auction  sites,  buy- 
ers are  rated  onsite  for  their  deal  follow-through. 
The  site  prescreens  all  sellers  and  takes  a  2%  cut 
of  all  completed  deals. 

CLIENTS:  Quebecor,  New  York  Transit  Authority. 
BUZZ:  Partnered  with  Freightquote.com  in  May, 
allowing  for  online  scheduling  and  tracking  of  the 
shipping  process.  Recently  launched  a  European 
version  of  the  site,  limiting  clients'  expensive 
shipping  and  tariff  costs. 


Collabria 


(Private) 


www.collabria.com 

CHIEF  EXECUTIVE:  Alan  Hu 

MODEL  ASP 

DESCRIPTION:  Automates  all  aspects  of  a  com- 
pany's print  needs,  from  RFQ  to  proof,  print  and 

delivery.  Also  facilitates 
in-house  functions  like 
billing,  order  analysis 


± 


!i  and  authorization.  Col- 
labria uploads  all  of  a 
ififSiTSiiiii "  f  company's  print  mate- 
rials— such  as  annual  reports,  sales  brochures  and 
softball  T  shirts — to  a  private  site  where  specs  can 
be  changed  and  orders  made.  On  top  of  a  base 
$2,500  annual  fee,  there's  also  a  marginal  (less 
than  $50)  fee  for  each  transaction. 
CLIENTS:  Ziff-Davis,  Cisco,  E-Trade,  Apple. 
BUZZ:  Recent  partnership  with  Imation  for  color- 
proofing  technology.  More  than  $46  million  in  VC 
funding  from  ABS  and  ICG  ventures,  among  others. 
Recently  entered  into  distribution  agreement  with 
Mitsui  to  market  to  and  support  Japanese  clients. 


Noosh.com 


(Private) 


www.noosh.com 

CHIEF  EXECUTIVE:  Ofer  Ben-Shachar 
MODEL  \M> 

DESCRIPTION:  Full-service  print  procurement.  For 
a  monthly  fee  upward  of  $1,000,  buyers  post  a  job, 
request  an  estimate  and  choose  bidders.  Printers 
download  job  requirements,  input  pricing  infor- 
mation and  pump  out  bids,  paying  an  average  of 
0  Noosh  for  jobs  completed.  Add  to  that 


real-time  messaging  to  proofers,  graphic  art 
and  mail  houses.  Not  for  casual  or  rush  orders.  I 
CLIENTS:  J.  Crew,  Blue  Cross/Blue  Shield,  Wj 
Fargo,  Bank  of  America  and  General  Electric,  wr  fa 
expects  to  drop  $600  million  in  print  jobs  ther 
BUZZ:  One  of  the  best-funded  of  all  the  print  p  ■ 
curement  sites,  Noosh  boasts  more  than  $80  r 
lion  in  venture  funding  to  date.  Recendy  scutt 
plans  for  an  IPO,  but  has  more  than  enough 
uidity  to  withstand  the  coming  industry  shakec 


PaperExchangccom 


(Priv;  ] 


www.paperexchaage.com 
CHIEF  EXECUTIVE:  Kent  Dolby 

MODEL  Marketplace 
DESCRIPTION:  A  paper  manufacturer  in  Sea ; 
with  a  warehouse  full  of  newsprint  finds  a  bui 
in  New  Delhi  with  the  right  price.  Paper!  ■ 
change.com  promises  a  sale  before  dust  settles  t 
the  pulp.  An  exclusive  deal  with  logistics  provi 
C.H.  Robinson  provides  customers  with  a  re 
time  freight  calculator  to  estimate  shipping  coj 
The  site  guarantees  payment  in  case  of  buyer  | 
fault  and  even  contracted  with  global  qualij 
assurance  outfit  SGS  to  provide  dispute  resoluti 
in  case  that  Indian  publisher  finds  his  newsprin 
actually  tissue  paper.  No  fee  to  list,  but  sellers  pc 
up  3%  of  all  completed  sales. 
CLIENTS:  International  Paper,  Bowater,  Noo 
Asia  Paper  and  Pulp,  Staples,  Impresse. 
BUZZ:  Great  alliances,  but  what  will  happen  if  | 
new  industry  consortium  takes  off? 


PrintCafe 


(Priva 


www.printcafe.com 

CHIEF  EXECUTIVE:  Bill  Guttman 

MODEL  ASP 

DESCRIPTION:  Has  distinguished  itself  as  tj 
provider  of  print  management  systems.  Buy 
tell  their  printers  exacdy  what  they  want  in  re| 
time,  involving  their  third-party  vendors  ev< 
step  of  the  way.  PrintCafe  sets  up  unique  ai 
branded  sites  for  each  customer  where  they  c 
conduct  business.  Annual  subscriptions  be$| 
at  $100  per  user,  per 


prints 

Cafe 


site.   Printers  pay  a 

subscription    fee    as 

well.   There   are    no 

transaction  fees  for 

either. 

CLIENTS:  Time  Warner, 

American  Airlines,  Andersen  Consulting,  The  Gk 

and  Mail,  Xerox  and  Salomon  Smith  Barney. 

BUZZ:  An  online  mecca  for  influential  publishe 

In  April  partnered  with  Hewlett-Packard  to 

change  procurement  systems  for  technologi 

Recently  filed  for  an  IPO 
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Some  companies  are  really  on  the  ball, 


i 


901%^ 


Some  of  the  world's  most  forward-thinking  companies  have  transformed  their  Web  sites  into  Live  meeting  rooms. 


*L 


c 


&       They  have  discovered  the  speed,  reliability  and  scalability  of  the  WebEx  Interactive  Network.  Their  Web  sites 
now  hum  with  people  conducting  business  right  in  their  browsers,  without  any  hardware  or  software  changes. 
Now  you  can  give  presentations.  Share  software  and  desktops.  Tour  the  Web.  Voice  and  video  conference.  All  in  real- 
Tie.  All  on  the  Web.  Talk  about  ROI.  Isn't  it  time  your  company  got  on  the  ball?  Visit  webex.com  or  call  1-877-50-WebEx  to  see  how 
eat  minds  meet  online. 

ireat  minds  meet  online  at  webex.com 

bEx  and  the  WebEx  logo  are  trademarks  of  WebEx  Communications,  Inc.  ©2000  WebEx  Communications,  Inc.  All  rights 
erved.  All  other  names  ;nd  logos  are  registered  trademarks  of  their  respective  owners. 
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CapitalThinking 


By  Stephane  Fitch 

If  ever  there  were  an 
industry  that  needed  the 
Internet,  it's  the 
notoriously  old-fashioned 
commercial  real  estate 
business.  A  slew  of 
Internet  sites  promise 
they'll  save  some  of  the 
time  and  paperwork  that 
goes  with  complex  real 
estate  deals.  Then  there 
are  the  dozens  of 
property  listing  sites  not 
to  mention  those  devoted 
to  financing,  title  search 
and  market  research.  But 
most  of  the  online 
marketplaces  won't  help 
you  vault  past  brokers, 
consultants  and  other 
middlemen.  They  simply 
maintain  the  current 
order  and  cut  down  on 
paperwork.  In  fact,  much 
of  what  is  online  is  merely 
brochureware  for 
commercial  realtors  and 
financiers.  Stay  tuned; 
many  big  property 
owners  will  soon  set  up 
or  link  to  their  own 
procurement  exchanges 
and  other  marketplaces. 
Starwood  Hotels  & 
Resorts,  for  example, 
said  in  May  that  it  will 
begin  moving  its 
$3  billion  a  year  in 
purchasing  onto  Zoho's 
Web  site. 


(Private) 


www.capitalthinking.com 

CHIEF  EXECUTIVE:  Heather  Shively 

MODEL  Marketplace 

DESCRIPTION:  Here's  a  Web  site  that  serves  as  on- 
line storefront  for  23  commercial  real  estate 
lenders,  including  big  names  like  JP  Morgan  and 
CIBC  World  Markets.  But  the  Web  site  does  more 
than  just  match  lenders 


and  borrowers.  There 
are  tools  here  that  let 
you  and  your  lender, 
and  any  intermediaries, 
see  documents  about  the  building,  the  loan  and 
even  things  like  rent  rolls  or  engineering  drawings. 
CLIENTS:  JP  Morgan,  First  Union. 
BUZZ:  CapitalThinking  only  recently  closed  its 
first  loan,  but  it's  got  another  53  deals  in  various 
stages  of  closing.  Together  these  loans  are  worth 
$500  million,  and  they  range  in  size  from  $1  mil- 
lion to  $56  million. 

Commercial  Realty  Online  (Private) 

www.comro.com 

CHIEF  EXECUTIVE:  Bob  C.  Spoerri 

MODEL  Marketplace 

DESCRIPTION:  When,  say,  the  property  manager 
of  2  N.  LaSalle  St.  in  Chicago  has  an  empty  floor 
to  fill,  what  does  he  usually  do?  Send  out  flyers,  of 
course.  It's  expensive,  and  it's  not  necessary  any- 
more thanks  to  Comro.com.  The  very  navigable 
Web  site  lets  building  owners  advertise  openings 
and  prospective  tenants  can  find  out  what's 
available.  Comro's  got  90%  of  the  better-quality 
Chicago  space  listed, 
and  now  it's  trying 
to  sign  up  property 
managers  in  54 
other  cities. 
CLIENTS:  Trizec- 
I  [ahn,  [ones  Lang  LaSalle. 

BUZZ:  Comro  is  going  national,  and  the  Web  site 
scored  a  coup  when  it  hired  Chief  Executive  Spo- 
erri in  April.  Spoerri  spent  23  years  at  Chicago 
property  firm  LaSalle  Partners.  So  far  the  site  has 
500  million  square  feet  of  office  and  industrial 
posted,  but  Spoerri  wants  to  get  to  3  billion 
quickly. 


C.Q.Star_G.rjiup- 
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www.costargroup.com 

CHIEF  EXECUTIVE:  Andrew  Florance 

MODEL  Marketplace 

R    B    1     S   •   Best  of  The  Web    •    |uh  17,2000 


DESCRIPTION:  CoStar  is  known  for  the  expens 
data  and  analysis  it  sells  to  real  estate  professic 
als.  Its  database  touches  18  billion  square  feet 
commercial  properly  in  the  U.S.  Now  CoStar  1 
launched  a  site  to  help  property  buyers  shop 
deals.  Because  it's  established  as  a  research  tc 
for  brokers  and  owners,  CoStar  ought  to  have 
edge  over  fledgling  property  marketplaces. 
CLIENTS:  Cushman  &  Wakefield,  Insigij 
Financial. 

BUZZ:  CoStar's  Andy  Florance  says  he  has  creat 
a  separate  unit,  called  Electronic  Media,  that  v 
allow  building  owners  to  advertise  their  vacanc 
to  prospective  tenants.  Since  CoStar  already  1 
close  contacts  with  many  landlords,  it  could  b 
fearsome  competitor  to  Comro.com. 


LquityCily.com 


(Priva 


www.equitycity.com 
CHIEF  EXECUTIVE:  John  Blumberg  (Chairman 
MODEL  Marketplace 
DESCRIPTION:  This  online  catalog  lets  real  est; 
dealmakers  advertise  their  projects.  Say  a  de\ 
oper  wants  to 
build  a  small  hotel 
in  Dayton,  Ohio 
and  needs  $10  mil- 
lion. He  can  put  a  . 
detailed  prospec 

tus  on  this  site  for  pension  funds  or  oth 
investors  to  view.  In  early  June  $300  million 
equity  was  being  sought  through  this  site. 
CLIENTS:  Transwestern,  Lincoln  Property. 
BUZZ:  Equity  City's  clients'  complaints  ha 
prompted  the  site  to  allow  subscribers  to  set  i 
customized  pages  that  would  show  them  only  t 
deals  that  fit  their  criteria. 


RealtylQ.com 


(Priiu 


www.realtyiq.com 

CHIEF  EXECUTIVE:  Bruce  Weissberg 

MODEL  Marketplace 

DESCRIPTION:  Here's  a  property  data  and  i 
search  service  for  real  estate  brokers  who  sp 
cialize  in  leasing  or  selling  office  buildings.  Y< 
can  find  out  how  many  vacancies  there  are  ir 
particular  neighborhood  or  even  a  single  buil 
ing  in  New  York  or  Chicago  or  Los  Angeles.  T 
data's  the  real  thing — the  company  used  to  bl 
long  to  brokerage  giant  Cushman  &  Wakefiel 
Its  $50  monthly  subscription  fee  is  a  tenth 
CoStar's. 

CLIENTS:  Cushman  &  Wakefield,  Grubb  &  Elli 
BUZZ:  A  new  round  of  fundraising  for  Realty 
will  begin  at  the  end  of  July.  Meanwhile,  the  W 
site  is  adding  cities  to  its  coverage:  Atlanta, ! 
Louis,  Minneapolis  and  Portland,  Ore. 


f 


• 


• 


oducing  i2i.  Now  there's  a  revolutionary  new  concept  in 
if:  trading  for  global  businesses.  It's  called  i2i,  an  Internet- 
nning  network  of  world-class  companies  that  connects  buyers 
sellers  into  an  industrial-strength  e-marketplace.  There's  never 
ii  anything  quite  like  it.  i2i  gives  you  a  choice  of  three  forms 
fansactions — classifieds,  auctions,  and  exchanges — on  a 
hpletely  secure  and  confidential  trading  platform  that  you  can 
tomize  to  fit  your  particular  needs.  In  addition,  you  can  click 
r  way  through  the  transaction  with  support  services  ranging  from 
ection  to  shipping.  And  because  of  our  partnership  with  SAP, 
can  seamlessly  integrate  your  company's  operations  with  our 
mg  platform.  i2i.  The  click  you've  been  waiting  to  hear. 


industry     industry 
Trade  With  Industrial  Strength" 


become  a  member  today,  please  visit  us  at  www.i2i.com  or  call  1-888-840-4490. 
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Foodbuy.com 


(Private) 


By  Missy  Sullivan 

These  days,  the 
eating-out  business  is  fat 
and  happy,  which  is  good 
news  for  companies 
selling  food,  supplies  and 
services  to  the  $375 
billion  restaurant  and 
food  service  industry. 

Procurement  sites  are 
popping  up  like  uncooked 
toast.  Many  support 
current  supply-chain 
realities,  namely  the 
domination  of  huge 
national  distributor 
chains.  Comparison- 
bidding  sites,  meanwhile, 
have  a  fatal  flaw:  They 
alienate  the  big  guys, 
who  are  busy  automating 
their  own  catalogs. 

So  where's  the  beef 
here?  Some  sites  will 
charge  subscription  fees 
for  procurement  systems 
and  vendor  storefronts. 
Others  hope  to  take 
transaction  fees  on  a 
whole  bevy  of  restaurant- 
related  business— from 
equipment  and  service 
purchases  to  credit  card 
transactions.  Nearly 
all  will  offer  point-of- 
purchaseadsforthe 
manufacturers  who 
reside  one  step  further 
up  the  food  chain. 


www.foodbuy.com 

CHIEF  EXECUTIVE:  Scott  MacLellan 

MODEL  Marketplace 

DESCRIPTION:  Streamlines  purchasing  and  com- 
plex rebate  transactions  by  leveraging  group  buy- 
ing power  and  speeding  communication.  Caters 
to  all  segments  of  the  food  service  industry,  in- 
cluding restaurants,  hotels,  universities,  prisons, 
military  bases  and  health  care  institutions. 
CUENTS:  U.S.  Army,  IHOP. 
BUZZ:  A  recent  alliance  with  Morrison  Manage- 
ment should  boost  volume. 


Foodgalaxy.com 


(Private) 


www.foodgalaxy.com 

CHIEF  EXECUTIVE:  Martin  Horn 

MODEL  Marketplace 

DESCRIPTION:  Bid-based  procurement  site  that 
delivers  lowest  food  and  supply  prices  from  ven- 
dors. Allows  operators  to  post  weekly  shopping 
lists  online  for  preferred  vendors  to  bid  on.  Rev- 
enues come  from  subscriptions,  vendor  store- 
fronts and  manufacturer  advertising. 
CLIENTS:  Sardi's,  Memorial  Sloan-Kettering. 
BUZZ:  Restauranteurs  complain  that  their  big 
suppliers  don't  want  to  come  on  board. 


Foodscape.com 


(Private) 


www.foodscape.com 

CHIEF  EXECUTIVE:  Mack  Tilling 

MODEL  Marketplace 

DESCRIPTION:  A  spinoff  of  Instill,  the  leading 
procurement  facilitator  of  large  chains,  Food- 
scape  aims  for  a  piece  of  the  more  fragmented  in- 
dependent operator  market.  On  the  procurement 
side,  it  offers  automated  ordering,  vendor  store- 
fronts, and  a  bevy  of  back-office  services. 
BUZZ:  Some  analysts  whisper  that  while  Instill  has 
been  a  procurement  leader  for  seven  years,  its  re- 
cent profits  have  been  anemic,  prompting  this 
move  into  the  indie  market. 
CLIENTS:  Applebee's  Neighborhood  Grill  and 
Bar,  Marie  Calender's  and  Sodexho  Marriott. 


Freshnex.com 


(Private) 


www.freshnex.com 

CHIEF  EXECUTIVE:  Greg  Belanger 

MODEL  Marketplace 

DESCRIPTION:  A  fresh-foods  marketplace  that 
connects  chefs,  grocers  and  restaurant  operators 
directly  with  sources  of  fresh  seafood,  meats,  pro- 
duce and  specialty  foods.  Suppliers  post  quanti- 


ties and  prices  of  available  products,  and  buye 
order  online.  Overnight  delivery  via  FedEx. 
CLIENTS:  Range  from  restaurants  with  celebri 
chefs  like  Larry  Forgione  to  heartland  chains  lil 
K-Bob's  Steakhouse.  Also:  Whole  Foods  Grocei 
BUZZ:  Juiciest  business  model  of  the  lot  cuts  se 
eral  days  out  of  the  supply  chain — and  at  lea 
one  middleman — to  deliver  a  high-quality  pro< 
uct.  Has  attracted  backers  like  GE  Investments. 


Restaurantpro.com 


(Privi 


www.restaurantpro.com 

CHIEF  EXECUTIVE:  Christopher  R.  Hemmeter 

MODEL  Marketplace 

DESCRIPTION:  Offers  free  DSL  Internet  access  ar 

computers  to  conne 
restaurants  and  foe 
service  suppliers.  H 


partnered  with  Cor 
merce  One  to  create 
program  that  faci 
tates  procurement  of  food,  beverages,  servic 
and  supplies.  Projects  revenue  from  transactic 
fees  and  bundling  merchant  processing  syster 
Best  shot:  an  alliance  with  Bank  of  America  th 
throws  off  transaction  fees  on  every  credit-ca 
swipe  in  participating  restaurants. 
CUENTS:  Just  launched  June  15.  Claims  170  suj 
pliers  and  200  restaurants. 
BUZZ:  Partnership  with  Eskye.com  on  the  bevera 
end.  And  how  will  lack  of  DSL  availability  affect  t 
speed  of  the  company's  market  penetration? 


TheSauce.com 


(Privi 


www.thesauce.com 

CHIEF  EXECUTIVE:  Peer  Munck 

MODEL  Marketplace 
DESCRIPTION:  Helps  independent  operators  in ; 
aspects  of  back-office  business,  from  hiring  en 
ployees  to  buying  equipment  and  insurant 
Plans  online  wireless  food  ordering  capabilil 
The  service  is  currently  being  tested  in  the  L 
Angeles  area  and  will  launch  in  other  markets 
j  the  fourth  quarter. 
CLIENTS:  The  Coi 
Dance  Cafe,  Harpoc 
Henry,  Big  Cany< 
Country  Club  and  mo 
than  4,000  other  independent  restaurants. 
BUZZ:  Backing  by  Alliant  Foodservices,  one  of  tl 
big  national  distributors,  gives  this  site  financi 
staying  power,  but  little  incentive  to  upend  the  e 
isting  supply  chain. 
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RETAILING4! 


)\  Julie  Gold 

]  ine  retailers  are 
:  illy  taking  a  lesson 
fc  nWal-mart.  Reaching 

suppliers  of 
:  ducts— everything 
:  r\  apparel  to 
rmonds— is  just  as 
Lr  lortant  as  reaching 
Msumers  over  the  Web. 
1  retailers  are  turning 

Veb  marketplaces  to 
:  chase  supplies  and 
I  excess  inventory. 

Dracte  is  helping 
/  l-Mart's  McLane 
:  isidiary  set  up  a 

curement  exchange 
•h  Chevron.  Sears  and 
.iainsbury  are  doing 

same.  There  are  now 
1  rketplaces  for  shoes, 
ftiitureand 

1  lacement  plow  blades. 
Jsed  advantageously, 

:  Web  may  be  a 
Huscitating  force  for 
•  iilers  who  are 
sfering  from  the  online 
)  ;laught.  At  the  very 
4st,  it  will  be  a  way  for 
Vm  to  cut  costs  and 
urove  supply  chain 

2  ciency. 

However,  the  smartest 
r -iilers  aren't  sitting 
s  I.  Wal-Mart  and 
I  ;tco,  already  operate 
if  ;e  B2B  marketplaces 
f!  small  businesses, 
tnsferring  their  models 
I  he  Web  will  just  make 
itiugherforthe 
flipetition. 


7th0nline 


(Private) 


www.7thonline.com 
CHIEF  EXECUTIVE:  Max  Ma 

MODEL:  Marketplace 

DESCRIPTION:  An  online  collection  of  fashion- 
industry  showrooms  connecting  retailers,  ven- 
dors and  their  global  suppliers.  Retailers  browse 
and  order  from  vendor  storefronts  around  the 
globe.  Vendors  wishing  to  do  business  with  only 
the  toniest  retailers  can  restrict  access  to  their  vir- 
tual storefronts.  A  nice  feature:  7thOnline  pro- 
vides up-to-the-minute  trade  information  and 
communication  for  the  entire  fashion  industry.  It 
also  delivers  industry  news  to  users. 
CLIENTS:  Vendors,  retailers  and  suppliers  in  the 
global  fashion  industry. 

BUZZ:  Recently  struck  strategic  partnerships  in- 
cluding Texwatch,  a  leading  Hong  Kong-based 
portal  for  global  apparel  manufacturing. 


E7thshoes.com 


(Private) 


www.e7th.com 

CHIEF  EXECUTIVE:  Todd  Ricci 

MODEL  Marketplace 

DESCRIPTION:  E7thshoes,  a  marketplace  for  the 
branded  footwear  industry,  automates,  manages 
and  tracks  transactions,  aggregates  data  and  re- 
duces processing  costs  for  vendors  and  retailers. 
Its  catalog  is  searchable  by  product  attribute  and 
returns  high-quality 


digital  images  of 
items,  including 
incredibly  detailed 
views  of  stitching, 
laces  and  heels.  The 
site  also  offers  excess 
-inventory  auctions. 
It  makes  money  by  charging  vendors  a  fee  to  post 
their  styles  in  a  catalog  and  also  skims  off  a  trans- 
action fee. 

CLIENTS:  More  than  17  makers  of  shoes,  like 
Diesel,  Aerosoles  and  Intershoe  with  30  different 
brands.  These  are  purchased  by  buyers  from 
1,635  retailers. 

BUZZ:  Its  searchable  catalog  gives  this  company  a 
competitive  edge.  Investors  include  Morgan  Stan- 
ley Dean  Witter  Private  Equity,  MacAndrews  and 
Forbes  Holdings  Inc.,  all  of  whom  contributed  to 
E7th's  $13  million  series  B  funding. 


Egarden.com 


(Private) 


www.egarden.com 

CHIEF  EXECUTIVE:  Robert  Kassel 

MODEL:  Marketplace 

DESCRIPTION:  A  supply  and  distribution  channel 


for  lawn  and  garden  merchandise.  Members  and 
retailers  have  the  ability  to  search  multiple  suppli- 
ers' products,  order  from  them  simultaneously 
and  track  order  status.  Egarden.com  also  offers 
auctions  for  surplus  and  rare  merchandise.  An 
alliance  with  Proflowers.com  offers  merchants 
fresh-cut  flowers 
that  can  be  shipped 
directly  from  world- 
wide growers.  In  ad- 
dition, Egarden's  re- 
cent acquisition  of 
Findplants.com,  an 
electronic  horticul- 
ture catalog  of  B2B 
growers/wholesalers,  will  link  suppliers  and  buy- 
ers. The  service  is  free  to  buyers,  and  sellers  pay  a 
commission  for  successful  sales.  Things  won't  be 
free  for  long,  though.  The  company  says  it  will 
charge  a  listing  fee  to  sellers  in  2001. 
CLIENTS:  A  number  of  small,  independent  retail- 
ers as  well  as  lawn  and  garden  professionals. 
BUZZ:  Egarden.com  recently  formed  strategic  al- 
liances with  the  nation's  three  largest  hardware 
cooperatives — TruServ,  Do  it  Best  and  Ace. 


ForRetail.com 


(Private) 


www.forretail.com 

CHIEF  EXECUTIVE:  Michael  Burgess 

MODEL  Marketplace 

DESCRIPTION:  Launched  in  March  ForRe- 
tail.com,  an  exchange  in  the  giftware,  home  and 
furniture  markets,  focuses  on  the  small  to  midsize 
retail  marketplace  which  represents  approxi- 
mately 50%  of  retail  sales.  The  company  enables 
buyers  and  sellers  to  conduct  transactions,  adver- 
tise, communicate  and  bid  in  auctions.  Free  to  re- 
tailers, suppliers  pay  a  transaction  fee  of  up  to  5% 
and  reps  still  receive  commission. 
CLIENTS:  Agreements  with  sales  agencies  include 
225  Unlimited,  Inc.,  AFO/Omni  Sales,  Inc., 
Daughtry-Bernays,  Inc.,  Ruddell  &  Associates, 
and  W.  Kurt  Kuker  &  Associates,  Ltd. 
BUZZ:  The  company  won't  reveal  its  total  fund- 
ing, but  from  what  we  can  tell  it's  small:  $3  mil- 
lion from  Lend  Lease  Group,  Net  Market  Part- 
ners, Selby  Venture  Partners  and  Vortex  Partners. 
They'll  need  to  get  more  if  they  plan  to  stay  afloat. 


fiemConnect.com 


(Private) 


www.gemconnect.com 

CHIEF  EXECUTIVE:  Sanjay  Pandit 

MODEL  Marketplace 

DESCRIPTION:  A  byzantine  industry  that  still  uses 

oral  contracts  and  cartels,  the  gem  markets — and 
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Analyze  this. 

Jupiter  Communications,  the 
worldwide  authority  on  Internet 
commerce,  is  looking  for  people  with 
superior  analytical  skills  to  join  its 
world-renowned  research  team. 


As  a  Research  Analyst,  primary 
responsibilities  would  include: 

•  Leading  primary  research  for  a 
variety  of  online  initiatives. 

•  Answering  press  inquiries. 

•  Participating  in  strategic  planning 
sessions  for  clients. 

•  Speaking  at  internal  and 
industry  events. 

We  are  also  hiring  seasoned  sales 
professionals  to  support  our  growth. 

If  you  are  a  strong  conceptual  thinker 
that  thrives  in  a  close-knit  community 
work  environment,  or  an  experienced 
sales  professional,  please  forward 
your  resume  to:  jobs@jup.com 

Be  a  driving  force  behind  the 
future  of  the  Internet. 


:l|jupiter 


d 


I       ''•<I,3(|,,«J  liu        K,,»,,/       (  |j|  j|  j  f 

}itt.u    rati    ■    >.<     i vi     hid^n 


►  DETAILING 

especially  those  merchants  shunned  by 
the  cartel — are  ready  for  new  business 
channels.  GemConnect.com,  a  company 
run  by  a  collection  of  dot-commers  from 
places  like  Ebay,  as  well  as  experts  from 
the  gem  industry,  hooks  up  global  buyers 
and  sellers  of  diamonds,  gemstones  and 
jewelry.  Membership  is  free  for  all 
manufacturers,  wholesalers  or  retailers. 
The  company  makes  money  by  charging 
sellers  a  commission  on  successful  trans- 
actions. The  venture,  which  got  underway 
in  June,  received  $3.75  million  in  financ- 
ing from  the  well-known  Ecompanies 
Venture  Group  as  well  as  investments 
from  private  investors  in  the  industry. 
CLIENTS:  Jayam,  N.V.,  QJM  Corp.  and 
Hasenfeld-Stein. 

BUZZ:  Only  independent  marketplace  in  a 
crowded  field.  Others,  like  Gemkey  and 
Rapnet  are  owned  and  controlled  by  jew- 
elry families.  Soon,  GemConnect.com 
will  be  the  only  jewelry  exchange  to  pro- 
vide escrow  services  through  a  partner- 
ship with  Escrow.com. 

GlobalNetXchange.com 

www.globalnetxchange.com  (Private) 
CHIEF  EXECUTIVE:  Joseph  Laughlin 
(interim) 

MODEL:  Marketplace 
DESCRIPTION:  With  members  including 
Sears,  Carrefour  SA,  J.  Sainsbury  Pic,  The 
Kroger  Co.  and  Metro  AG,  GlobalNetX- 
change's  goal  is  to  enable  retailers  and 
suppliers  from  around  the  world  to  make 
purchases,  exchange  information  and 
forecast  demand  online.  The  company, 
built  on  Oracle's  e-business  marketplace 
platform,  initially  will  focus  on  the  mem- 
bers' combined  $200  billion  supply  chain 
purchases. 

CLIENTS:  The  equity  members  plus 
70,000  global  suppliers,  partners  and  dis- 
tributors. 

BUZZ:  Expanding  its  Pacific  and  Asian 
presence.  The  combination  of  current 
member  Carrefour — the  first  interna- 
tional retailer  in  Asia — with  new  Global- 
NetXchange  member  Coles  Myer  Ltd., 
Australia's  leading  retailer,  could  create  a 
powerhouse. 


HomePoint 


(Private) 


www.homepoint.com 

CHIEF  EXECUTIVE:  William  D.  Herlong 

MODEL:  Marketplace 


DESCRIPTION:  Formerly  a  business 
consumer  company,  HomePoint,  a  thi 
party  exchange,  now  links  manufactur 
and  retailers  in  the  home  furnishings 
dustry.  Using  PeopleSoft,  Active  Softw; 
Oracle  and  Interworld,  the  compz 
powers  both  content  and  transactio 
HomePoint  recently  acquired  Profits 
terns,  one  of  the  industry's  providers 
retail  management  software  systems 
also  has  a  sophisticated  extranet  syst 
that  links  retailers  and  manufacture 
The  technology  enables  retailers  to  tra 
act  business  with  manufacturers  in  re 
time,  such  as  online  ordering  and  ace 
to  inventory  and  product  data. 
CLIENTS:  Manufacturers,  retailers  a 
consumers  in  the  home  furnishii 
industry. 

BUZZ:  On  the  positive  side,  the  comp< 
raised  $72  million  in  funding  from 
Equity,  Granite  Private  Equity  and  Pit 
mont  Venture  Partners.  But  more  wor 
ing:  the  recent  resignation  of  chairm 
president,  and  chief  executive  Mike  Wt 


IISgift.com 


(Priva 


www.usgift.com 

CHIEF  EXECUTIVE:  John  B.  Hayes 

MODEL  Marketplace 
DESCRIPTION:  USgift.com  joins  the  t 
gift,  garden  and  home  decor  suppli 
with  the  retailers  in  this  $100  billion 
dustry.  The  company  lets  retailers,  sa 
representatives  and  suppliers  brow 
place  orders  and  track  shipments.  I 
gift.com  places  orders  to  suppliers  in  la 
volume  and  thereby  receives  a  discou 
the  company  then  charges  the  retailer 1 
standard  wholesale  price  and  make 
profit  on  the  spread  between  the  who; 
sale  price  a 
the  discounl 
price.  There  is 
charge  or  me 
bership  fee 
use  the  service 
CLIENTS:  Targ 
the  300,000  plus  retailers  in  the  who 
sale  gift,  garden  and  home  decorat 
industry. 

BUZZ:  Off  to  a  good  start.  With  $30  n 
lion  in  funding  from  Internet  Capi 
Group  and  Gilbert  Global  Equity  Pa 
ners,  the  company  has  signed  165  supr. 
ers,  who  have  an  estimated  combir 
revenue  of  $1.7  billion. 
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address 


Ivertiser  direct 


Your  connection  to  instant  information  from  Forbes  advertisers 


Automotive 


Lincoln  Mercury  Navigator 

www.lincolnvehicles.com 


METASeS. 

www.metases.com 

Nortel  Networks. 

www.nortelnetworks.com 


Business  to  Business 


Pandesic. 

1  -888-349-3249. 
www.pandesic.com 

CoVia. 

www.covia.com 


Oracle  Corporation 

www.oracle.com 

Sage  Software. 

1  -888-338-3746. 
www.sage.com 

University  Access. 

www.  un  iversityaccess .  com 


Consumer  Products/Services 


BMW  Motorcycles. 

www.bmwusacycies.com 


Communications 


AT&T  IP. 

www.att.com/business_services 

SBC  Communications. 

.   www.sbc.com 


Financial  Services 


American  Express  Corporate  Services. 

1-800-AXP-1200. 
www.americanexpress.com/corporateservices 

American  Express  Financial  Advisors. 

www.americanexpress.com/advisors 

American  Express  Small  Business  Services. 

www.americanexpress.com/blue 

Datek  Online. 

1-800-88DATEK.  www.datek.com 


Computer/Technology 


BMC  Software. 

www.bmc.com 

IBM. 

www.ibm.com 


Esurance. 

www.esurance.com 

Goldman  Sachs. 

www.gs.com 

Kinetics  Mutual  Funds. 

www.kineticsfunds.com 


SINESS 


By  Adam  Leitzes  and 
Joshua  Solan 

Business-to-small 
business  is  the  fastest 
growing  B2B  segment. 
The  key  to  success  in  this 
overpopulated  field? 
Differentiation.  With  so 
many  sites  selling 
discounted  office 
supplies,  the  companies 
with  the  biggest  name 
brands  and  the  most 
dominant  offline 
presence  have  risen  to 
the  top. 

Staples,  OfficeMax, 
and  Office  Depot  are 
making  it  difficult  for 
generic  upstart  office- 
supply  retailers  like 
OfficeSupplies.com  and 
B2Bstores.com  to 
compete.  It  looks  like 
B2Bstores.com,  which 
trades  on  Wall  Street  at  a 
mere  fraction  of  what  it 
did  when  it  went  public  in 
February 2000,  maybe 
one  of  the  first  in  the 
category  to  go  under. 

Some  New  Economy 
stocks  will  fare  better. 
Stamps.com  is  the  best 
place  on  the  Internet  to 
buy  postage,  beating  out 
rival  E-stamp.com  by 
extending  its  services  to 
become  the  complete 
e-commerce  shipping 
solution.  Bigstep.com  will 
get  you  started  with  a 
Web-based  e-business  in 
a  matter  of  hours. 


Bigstep.com 


(Private) 


www.bigstep.com 

CHIEF  EXECUTIVE:  Andrew  Beebe 

MODEL  ASP 

DESCRIPTION:  This  B2B  is  for  small  proprietors 
looking  to  start  a  Web  business  on  the  cheap.  In  a 
matter  of  hours,  you  can  have  a  fully  functional 
e-business  completely  free  of  charge.  But  you  get 
what  you  pay  for.  Many  of  the  small  business  Web 
sites  Bigstep  has  set  up,  like  the  Breteche  Creek 
Ranch  in  Cody,  Wyo.,  look  cheap.  If  you  want 
e-commerce,  complete  with  shopping  carts  and 
credit  cards,  it  will  cost  you  about  $25  per  month 
and  2.35%  of  each  transaction. 
CLIENTS:  Tiny  companies:  Yonnies  Signature 
Baskets,  SawyMoms.com,  Honesty.com,  etc. 
BUZZ:  BigStep  will  need  every  penny  of  the  $50 
million  in  third-round  financing  it  got  in  March. 
Its  main  competitors  include  Yahoo  Stores  and 
Microsoft's  BCentral. 


BizBuyer.com 


(Private) 


www.bizbuyer.com 

CHIEF  EXECUTIVE:  Bernard  Louvat 

MODEL:  Marketplace 

DESCRIPTION:  BizBuyer.com's  request  for  quote 
marketplace  lets  small  and  medium-size  busi- 
nesses get  bids  on  products  and  services  in  more 
than  60  categories,  from  information  technology 
consulting  to  legal  aid  and  office  equipment.  The 
site  is  free  for  buyers;  vendors  may  be  charged  a  fee 
for  each  quote  they  submit  and  a  commission  on 
any  completed  transactions,  though  the  fee  struc- 
ture varies  based  on  the  service  category.  BizBuyer 
also  does  double  duty  as  the  marketplace  for  both 
Office.com  and  Work.com,  a  joint  venture  be- 
tween Excite@Home  and  Dow  Jones  &  Company. 
CLIENTS:  Armstrong  Insurance,  Epoch  Networks, 
Uunet. 

BUZZ:  BizBuyer  has  received  at  least  two  votes 
of  confidence  from  high-profile  investors:  Sta- 
ples.com,  which  owns  a  10%  stake,  and  Ebay 
Chief  Executive  Meg  Whitman,  who  has  placed 
her  own  money  in  the  venture. 


DigitalWork.com 


(Private) 


www.digitalwork.com 

CHIEF  EXECUTIVE:  Rob  Schultz 

MODEL  Marketplace 

DESCRIPTION:  DigitalWork.com  offers  small 
businesses  readymade  services  in  13  categories, 
from  public  relations  to  Web  site  design.  A  hand- 
ful of  offerings,  like  travel  reservations,  are  free, 


while  most  others  are  priced  per  produc 
a  400-word  news  release  costs  $149,  prospect  1 
start  at  24  cents  a  name.  DigitalWork's  servi 
are  also  available  through  IBM's  and  Dell's  sn 
business  sites. 

CLIENTS:  225,000  small  businesses. 
BUZZ:  DigitalWork.com's  IPO  has  been  dela- 
indefinitely  because  of  the  choppy  market 
that's  par  for  the  course  for  tech  startups  th 
days.  Investments  from  Draper  Fisher  Jurvets 
Dell,  Office  Depot  and  other  strategic  partn 
should  give  it  staying  power  for  the  near  term 


Off  iceClick 


(Priv 


www.officeclick.com 

CHIEF  EXECUTIVE:  Jamie  Rapperport 

MODEL  Marketplace 
DESCRIPTION:  Designed  for  the  underappn 
ated,  unheralded  administrative  assistants  of 
world,  OfficeClick  is  part  marketplace,  part  cc 
munity  site.  The  site  lets  admins  buy  supplies 
stacking  chairs  from  such  vendors  as  Staples ; 
OfficeMax,  and  they  can  kvetch  about  tl 
bosses  and  co-workers  in  forums  like  Surviv 

the  Jungle.  Th 
forums,  howe1 
can  be  useful 
cause  admins  sh 
valuable  tips  on 
portant  rout 
functions,  fr 
shipping  to  business  travel  and  Web  conferenci 
CLIENTS:  Not  available. 
BUZZ:  Those  put-up  admins  are  about  to  su 
another  indignity — OfficeClick  plans  to  refo 
the  site  even  more  narrowly  and  target  off 
managers  alone.  Obviously,  the  site  is  court| 
the  ones  with  the  biggest  checkbooks. 


Onvia.com 


W 


www.onvia.com 

CHIEF  EXECUTIVE:  Glenn  Ballman 

MODEL  Marketplace 

DESCRIPTION:  An  all-in-one  site  that  offers  dij 
sales  of  office  supplies, 
ready-to-go  business 
services,  and  an  online 
marketplace.  In  the 
site's  most  basic  Pur- 
chase Now  section,  visi- 
tors can  choose  from 
more  than  37,000  products.  Premade  services! 
elude  payroll  processing — $1.75  per  check — J 
an  E-commerce  Starter  Kit — $75  a  month  fcj 
5-Click  Store  plan.  The  request  for  quotes  senl 
solicits  bids  from  more  than  44,000  sellers,  vj 
charges  ranging  from  free  to  $5  for  a  qui 
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The  lightbulbs  pop. 

Kerchunk! 
I  The  AC  dies. 

Blammo! 
I  The  pipes  explode. 


jUh-oh! 

P  We  need  Facility  Pro! 


i  - 1  •  •...in 
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■there  some  diabolical  force  at  hand?  Will  their  business  survive?  And  in  the  meantime,  what  will  they  tell  their  customers? 

Bter  FacilityPro.com. The  online  MRO  hero. 

9cilityPro.com  brings  facilities  managers  and  the  nation's  leading  suppliers  together  in  the  ultimate  maintenance,  repair,  and  operations  (MRO) 
■nmunity.We  put  facilities  managers  in  charge — even  when  it  seems  like  the  forces  are  against  them. 

eryday  orders.  Emergency  purchases.  Hard-to-find  items.  Facilities  managers 
t  what  they  need,  when  they  need  it — quickly,  easily,  and  cost-effectively. 
:ilityPro.com.  The  single-source  solution  for  efficient,  effective  facilities 
magement. 


ilityPro.com.  Saving  the  world  one  facility  at  a  time. 


Facility      com" 

The  Marketplace  for  the  Workplace" 


zw.facilitypro.com 


LFj! 


S$tlblNESS 

submission.  The  service  is  free  for  buyers. 
CLIENTS:  CloudSource,  Diversified  Graphics. 
BUZZ:  While  RFQ  and  auction  services  are  important  differenti- 
ating features,  they're  still  nascent,  comprising  less  than  1%  of 
1999  revenue.  In  addition,  78%  of  revenues  came  from  a  single 
supplier.  Founded  in  1996  Onvia  is  ancient  compared  to  most 
B2Bs,  and  it  was  able  to  get  to  market  with  a  $230  million  initial 
public  offering  just  before  the  tech  stock  crash.  It  will  need  that 
cash  to  stay  alive  in  a  crowded  field. 


SjnjailAg&jLOJiL 


(Private) 


www.smartage.com 

CHIEF  EXECUTIVE:  William  Lohse 

MODEL  ASP 

DESCRIPTION:  SmartAge.com  offers  a  number  of  online  services 
to  small  businesses,  including  site  design  and  promotion.  The 
firm's  focus  is  on  customer  acquisition  for  its  clients,  and  its 
flagship  product,  SmartClicks,  is  a  banner  exchange  program 
that  delivers  ads  only  on  targeted  sites.  Another  service  that 
most  online  small  businesses  won't  be  able  to  pass  up:  SmartAge 
buys  bulk  advertising  from  larger  portals  and  doles  them  out  to 
its  clients,  saving  money  and  time. 

CLIENTS:  TreasuresAndDolls.com,  Euregio.net,  Serious- 
Collector.com. 

BUZZ:  In  February  SmartAge  entered  into  a  joint  venture  with 
Internet  heavyweight  Softbank  to  create  SmartAge  Japan.  A 
planned  $90  million  IPO  was  withdrawn  in  favor  of,  once  again, 
tapping  private  investors. 


Stamps.com 


(STMP) 


www.stamps.com 

CHIEF  EXECUTIVE:  John  Payne 

MODEL  ASP 

DESCRIPTION:  Stamps.com's  small  business  service  promises  24- 
hour  access  to  postage  from  your  desktop.  Boot  up  the  Stamps.com 
software,  type  in  a  mailing  address,  select  the  correct  postage  type, 
stick  an  envelope  in  the  printer,  and  the  letter  is  ready  for  the 
U.S.  Postal  Service.  Pay  either  a 
10%  fee  on  monthly  postage  used 
($1.99  minimum,  $19.99  maxi- 
mum) or  a  $15.99  monthly  flat  fee. 
Stamps.com  boasts  the  USPS'  seal  of 
approval,  but  is  looking  to  expand  L==-  == 
its  offerings  to  compete  in  a  I  mi 
crowded  space,  including  selling  additional  shipping  supplies  and 
offering  printing  abilities  for  other  prepaid  items. 
CUENTS:  187,000  registered  users. 

BUZZ:  The  company's  partnership  with  the  USPS  is  a  major 
asset,  but  other  strong  partners  are  equally  impressive,  including 
America  Online,  Ebay,  Hewlett-Packard,  IBM,  Intel,  Microsoft 
and  Intuit. 


SlapJ_es_jcjim_ 


{PrMte) 


wwwstaples.com 

CHIEF  EXECUTIVE:  Jeanne  B.  Lewis 

MODEL  Marketplace 

DESCRIPTION:  The  e-commerce  division  of  the  Staples  office 


supply  chain,  Staples.com  includes 
three   sites:    StaplesLink.com   aids 
medium  and  large-size  businesses  in 
managing  corporate  purchasing  of  H?=i 
office  supplies;  Quillcorp.com  sells  =|^&j 
Staples'  Quill  brand  merchandise;  and  S^t_P 
Staples.com,  which  sells  office  supplies  I---W 
and  software  for  small  businesses.  The  r^a 


latter  is  the  chief  Staples.com  revenue  generator  and  is  the 

son  Staples.com  is  the  eighth  most-visited  online  retail  site 

e-business  service  marketplace,  powered  by  BizBuyer.coi 

also  available. 

CLIENTS:  Not  available. 

BUZZ:  A  $250  million  IPO  underwritten  by  Goldman  Sachs 

being  delayed  is  on  tap  for  July. 


Works.com 


4M 


www.works.com 

CHIEF  EXECUTIVE:  Bo  Holland 

MODEL  ASP 

DESCRIPTION:  An  office  supplies  store  that  goes  well  beyohc 
norm  with  purchase  management  tools,  automation,  verifica 
and  a  clever  cooperative  buying  program.  As  Mobshop.com 
Mercata.com  do  for  consumers,  Works.com  allows  small  1 
nesses  to  gang  up  on  suppliers  by  buying  in  bulk.  An  HP 
printer  that  would  cost  $669  in  the  Works.com  standard  < 
costs  $629  if  you're  a  member  of  the  cooperative  buying 
gram.  Works.com  is  also  a  small  business  purchasing  ASP  in 
guise,  allowing  administrators  to  set  up  accounts  for  other 
ployees,  set  spending  limits,  track  orders,  automate  purcha 
and  generate  reports. 

CLIENTS:  4,000  regularly  purchasing  customers. 
BUZZ:  With  backers  such  as  Hummer  Winblad  and  Me 
Lynch,  Works.com  is  one  of  the  highest  profile  companies  i 
small-business  arena.  But  most  of  the  attention  has  been  dire 
toward  its  cooperative  buying  program.  The  more  conventi 
purchasing  tools  need  improvement  in  order  to  stand  out. 


Workz.com 


(Pri 


www.workz.com 

CHIEF  EXECUTIVE:  David  Johnson  (President) 
MODEL  Marketplace 
DESCRIPTION:  Workz.com  delivers  Internet  advice,  edito 
and  utilities  to  hundreds  of  thousands  of  small  businesses 
dot-coms.  You  can  read  an  article  that  helps  businesses  dev 
a  strategic  linking  plan  or  read  a  column  by  an  industry  ex 
on  moneymaking  affiliate  opportunities.  While  the  comj 
does  have  some  software  ser- 
vices, it  plans  to  spin  them  off 
so  that  it  can  focus  entirely  on 
content. 

CLIENTS:  E-Bicycles.com, 
Kingdom  Imports,  SalemSys- 
tems. 

BUZZ:  Recendy  received  addi- 
tional funding  in  the  low  seven  figures  and  has  landed  con 
syndication  deals  with  companies  such  as  Go2Net 
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TELECOM 


By  Scott  Woolley 

Creating  a  liquid  market 
for  bandwidth  has 
obvious  appeal.  Rapid 
technology  improvements 
mean  the  price  of 
bandwidth  is  falling  by 
roughly  50%  a  year,  so 
sellers  stuck  with  excess 
capacity  want  a  way  to 
unload  it  as  quickly  as 
possible.  From  the  buyers' 
side,  the  speed  has  other 
advantages.  Laying  a  new 
fiber-optic  line  takes 
months  or  years,  while 
simply  buying  the  same 
bandwidth  lets  them  meet 
new  demand  much 
quicker. 

Bandwidth  exchanges 
are  by  far  the  most 
common  type  of  B2B 
telecom  site,  though 
there  are  a  handful  of 
other  players  focused  on 
the  nitty-gritty  business 
of  selling  telecom 
equipment  online.  By 
some  counts,  25 
bandwidth  exchanges 
have  sprung  up,  a 
profusion  which  makes  it 
harder  for  any  one  site  to 
generate  liquidity.  This 
won't  last,  says  Ross 
Mayfield,  President  of 
RateXchange,  one  of  the 
biggest  bandwidth 
marketplaces. 
"Consolidation  makes 
obvious  sense." 


Arbinct 


(Private) 


www.arbinet.com 

CHIEF  EXECUTIVE:  Anthony  L.  Craig 
MODEL:  Marketplace 

DESCRIPTION:  One  of  the  best-funded  bandwidth 
exchanges,  Arbinet  focuses  on  trading  minutes  of 
long-distance  calling.  Competitors,  that  focus  on 
trading  bandwidth  used  for  data,  not  voice,  snipe 
that  Arbinet  is  stuck  in  the  slow  growing  part  of 
the  market.  That's  true,  but  voice  traffic  currently 
generates  the  majority  of  telecom  revenues,  a  fact 
Arbinet  hopes  will  let  it  quickly  build  the  domi- 
nant bandwidth  exchange. 
CLIENTS:  Major  telecom  carriers. 
BUZZ:  Like  all  online  bandwidth  exchanges,  Arbi- 
net has  been  struggling  to  build  liquidity.  Its  trad- 
ing volume  is  up,  but  that's  thanks  only  to  a  very 
few  clients.  Just  five  sellers  make  up  74%  of  total 
volume;  the  top  five  buyers  account  for  85%  of  all 
purchases,  as  of  the  beginning  of  the  year. 


RaililJL 


(Pri*ale) 


www.band-x.com 

CHIEF  EXECUTIVE:  Marcus  de  Ferranti 

MODEL  Marketplace 

DESCRIPTION:  London-based  Band-X  claims  it's 
the  biggest  bandwidth  exchange,  though  its  top 
American  rivals  fiercely  dispute  that.  Regardless, 
three-year-old  Band-X  does  have  a  headstart  on 
its  dozens  of  rivals  and  says  it  managed  to  pull  in 
an  impressive  $6.5  million  in  revenue  last  year. 
CLIENTS:  AT&T,  British  Telecom,  Cable  &  Wire- 
less, MCI  Worldcom  and  Telefonica. 
BUZZ:  Band-X  is  trying  to  stay  ahead  of  rivals  by 
quickly  diversifying  out  of  plain  bandwidth  into 
other  telecom-related  commodities.  Recent  ex- 
ample: a  market  for  firms  renting  a  few  hundred 
square  feet  to  store  networking  gear. 


CiiiLCL 


(CSCO) 


www.cisco.com 

CHIEF  EXECUTIVE:  John  Chambers 
MODEL  Other 

DESCRIPTION:  Most  B2B  sites  are  run  by  middle- 
men hoping  for  a  sliver  of  the  action.  But  Cisco 
Systems'  Web  site  is  an  excellent  reminder  that 
many  of  the  best — and  biggest — sites  connect 
two  businesses  to  each  other  directly.  Cisco's  site 
is  completely  integrated  into  its  manufacturing 
process.  Enter  an  order  on  the  Web  and  the  re- 
quest often  gets  the  manufacturing  process 
rolling  widiin  hours 
CLIENTS:  Major  telecommunication  service 


providers,  most  large  businesses. 
BUZZ:  Cisco  isn't  content  with  the  billion 
business  now  flowing  through  its  site.  The  o 
pany  is  upping  spending  on  direct  selling 
branding,  moves  which  should  help  shift  n 
sales  onto  the  Net.  Low-overhead  direct  sale; 
one  key  reason  Cisco's  operating  margins  a 
lofty  25%.  With  more  Net  sales,  those  mar 
could  get  even  fatter. 


I 


RateXchange 


Jin 


www.ratexchange.com 

CHIEF  EXECUTIVE:  Donald  Sledge 

MODEL:  Marketplace 
DESCRIPTION:  RateXchange  tries  to  stand  ou 
focusing  on  trading  data  capacity — not  min 
of  phone  calls — and  exchanging  the  capacity 
mediately.  Trading  bandwidth  in  real-time  is 
holy  grail,  but  it  requires  a  massive  deploymen 
routers  around  the  world.  Now,  RateXchanj 
going  on  a  global  building  binge. 
CLIENTS:  Major  telecommunications  carriers 
BUZZ:  RateXchange  needs  to  pull  off  a  succe; 
public  offering — it  hopes  to  raise  around  $65 
lion — in  order  to  fund  its 
planned  build  out.  But  if 


the  stock  soars,  the  real  gg 
advantage  could  come  s«Z 
from  using  it  to  buy 
other   budding  band- 


a'i  e__>CC MANAS 


width  exchanges.  If  the  shares  sink,  chances  are 
the  firm,  which  lost  $1 1  million  the  first  quarts 
this  year,  will  become  takeover  bait  itself. 


Telezoo.com 


(Priv 


www.telezoo.com 

CHIEF  EXECUTIVE:  Elias  Shams 

MODEL  Marketplace 
DESCRIPTION:  At  first  glance  Telezoo.com  lo 
like  a  regular  online  catalog  of  telecom  gear, 
there  are  a  couple  of  twists.  Sellers  have  di 
control  over  entries,  and  those  entries  don't 
elude  any  pricing 
in  for  ma  t  io  n  . 
What's  in  it  for 
buyers?  An  auto- 
mated "request  for 
proposal"  process 
that  gives  them 
custom  bids  for  any  of  the  equipment  t 
read  about. 

CLIENTS:  AT&T,  Lucent  and  hundreds 
other  service  providers,  vendors  and  network 
tegrators. 

BUZZ:  By  having  suppliers  directly  input  their 
ings,  the  startup  has  been  able  to  amass  a  siz; 
database  with  a  small  payroll 
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To  advertise  in  this  section  call  561-686-6800 


A  position  of  power?  Maybe.  A  gift  for  influence? 
Definitely.  Limited  to  a  select  few?  No. 


$A 


RO  SCANT 


"recognizing  the 
ability  to  excel " 

Exactly  what  we  do.  Every  day. 


For  the  talented  burch  of  designers. 

programmers,  accountants,  assistants  and  engneers 

who  work  here,  leadership  changes  hands. 

PrcvuJng  each  team  member  the  chance  to  be  recognized. 

To  take  growth  one. .  .no.  two  steps  further. 

And  having  the  freedom  to  do  so. 


DIGITAL  RESEARCH  0600  Successful  candidates  must  have  an  MS  in 
electrical  engineering,  physics,  computer  science  or  mathematics;  PhD  is 
preferred  Must  have  at  least  3  years'  experience  in  the  design  and  development 
of  methods,  procedures,  or  systems  architectures  incorporating  cryptography.  A 
demonstrated  understanding  of  the  theoretical  basis  of  various  cryptographic 
methods  and  an  understanding  of  tradeoffs  for  practical  implementations  is  highly 
desired.  Use  of  software  tools  for  the  purpose  of  simulating  the  response  of  digital 
systems  and  an  understanding  of  communications  protocols  used  in  computer 
networks  is  preferred 

MANAGER  SBU  FINANCE  (OPERATIONS  FINANCE)  0393  Successful 
candidates  must  have  a  BS  in  finance  or  accounting  (CPA  or  MBA  preferred). 
Must  have  a  minimum  or  7  years'  experience  in  finance/accounting  with  part  of 
that  time  being  in  a  manufacturing  environment. 

MARKET  DEVELOPMENT  MANAGER  0223  Successful  candidates  must 
have  a  BA/BS  in  business  administration  or  related  area;  MBA  preferred  Software 
engineering  expertise  is  a  strong  plus. 

MANAGER,  SBU  FINANCE  (VIDEO  PROFIT  CENTER)  0387 

Successful  candidates  must  have  a  BS  in  finance  or  accounting;  MBA  preferred. 
Must  have  at  least  8  years'  progressive  experience  in  finance.  Sales  and 
marketing  experience  is  preferred 

HOME  NETWORKS  PUNNING  MANAGER  0576  Successful  candidates 
must  have  a  BS  degree  in  a  related  field;  MBA  preferred.  1  -3  years'  experience 
involved  in  the  development  and/or  management  of  commercial  based  multimedia 
products  or  services. 

THOMSON  multimedia,  manufacturer  of  RCA,  PROSCAN,  and  GE  consumer 
electronics,  offers  a  competitive  salary,  relocation  expenses,  and  benefits 
package,  as  well  as  the  opportunity  to  engage  your  talents  in  an  environment 
of  cutting-edge  technology  and  no-holds-barred  thinking.  For  immediate 
consideration,  please  send  your  resume  and  salary  requirements,  in  confidence 
to;  Staffing,  Job  «      FOR,  THOMSON  multimedia,  INH110,  P.O.  Box  1976, 
Indianapolis,  IN  46206-1976.  Fax:  (317)  587-6762.  E-mail: 
jobopps@tce.com,  or  visit  thomson-multimedia.com  EOE  M/F/D/V. 
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THOMSONS 

www.thomson-multimedia.com 


Get  a  job! 


mUpbs    BestJobsUSA.com 


All  levels  *  All  industries  *  Hot  IT  positions  with  daily  updates  • 
On-line  job  fairs  -  Rewme  postings  ■  Employment  Review-  features  • 
Salary  surveys  ■  Mergers,  acquisitions,  layoffs  -  And  SO  MUCH  MORE! 


- ^  Join  us  in  our  quest  to  provide  the  industry's  most  reliable  and  scalable 

messaging  systems.  Our  client/partner  list  is  the  envy  of  the  industry  and 

includes  many  high  profile  networking,  communications,  computer  systems 

and  software  companies. 

Our  impressive  growth  rate  has  created  new  opportunities  for  talented, 

motivated,  results-oriented  individuals  like  you  to  join  our  team!  All  of  this 

while  maintaining  a  unique  company  culture  and  a  sharp  market  focus/business  plan. 

— i>  Software  Engineers  -  UNIX,  00,  Java 

—s  QA  Test  Engineer 

—5-  Wireless  Software  Engineer 

- zs  UNIX  Support  Engineers 

—y  Software  Product  Managers 

—y  Professional  Services  Group 

-5-  UNIX  Performance  Engineers 

-5-  Technical  Writers/Editors 

—y  Opportunities  in: 

Santa  Barbara,  CA 

Lexington,  MA 

Bellevue,  WA 
E-mail  your  resume  indicating  the  position  to  usjobs@software.com. 

Software.com 

■-E      HTIIMI1      %'ll.'IUCTl,l(    COMPANY 

www.software.com 


lore  career  opportunities  -  visit  BestJobsUSA.com 
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tJobsUSA.com 


3rd   Generation 
Host  Publishing 


Up  and  running  in  V*  the 
time  at  %  the  cost  of  other 
web-to-host  products. 


jrResQ 

Portal 


¥ 


Web-Enable  and 

Rejuvenate  in 

One  Quick  Step 


Distinguishing  Highlights: 

•  HTML  solution 

•  Auto  rejuvenation 

•  Rapid  deployment 

•  Browser-only  -  no  applets 

•  2-tier;  access  to  mainframe  or  AS/400  -  reduces  costs, 
speeds  up  performance,  simplifies  operation 

•  Installs  on  any  server 

•  No  changes  to  firewalls 

•  Vertical  portal  solutions 

•  ASP  ready! 

Limitless  applications  for  verticals  such  as:  Banking,  Insurance, 
Call  Centers,  Healthcare,  State/Local  Government.  Manufacturing, 
Education,  Reservations 


ResPfcH! 

v.A.com 


Don't  take  our  word  (or  it  -  visit 

www.  resq  n  et .  co  m 

telephone  212.537.4800 


B2B 

The  excitement  of  a  dot.com  start-up. 
The  resources  and  assets  of  a  major  player. 


Heaven 


We're  the  exploding  Internet  and  Elec- 
tronics Division  of  a  fast-growing  Busi- 
ness Media  company.  We've  got  a 
portfolio  of  exhibitions,  publications  and 
web  sites  in  a  variety  of  B2B  markets, 
including  the  most  successful  Internet 
shows  in  the  world. 

Our  parent  has  over  50  magazines,  100 
events,  and  a  growing  portfolio  of 
online  properties.  Now  we're  transform- 
ing ourselves  into  an  Internet  company 
and  we  need  talented  staff  to  help  us 
do  it.  You'll  help  drive  the  strategy,  build 
the  teams,  and  develop  Penton's  pres- 
ence in  the  market. 

This  is  a  phenomenal  opportunity  to 
grow  and  develop  with  an  emerging 
organization.  We've  got  deep  pockets, 
open  minds,  great  assets,  and  a  young 
management  team  in  a  hurry! 

We're  looking  for  fast  track  individu- 
als in  the  following  areas: 
Editorial  •  Sales  'Tradeshows 
Marketing  •  Recruiting  •  Administrative 
•  Production  •  Online  •  Graphic  Design 
and  more  throughout  NY,  N J  &  CT. 


But  enough  about  us... 

You're  a  rising  business  media/publish- 
ing or  B2B  Internet  star  with  a  desire  to 
expand  your  exposure  and  knowledge 
in  the  Internet  and  Electronics  arenas. 
You  have  your  own  ideas  about  what 
works  and  what  doesn't  on  the  net,  and 
you're  great  at  forging  relationships 
with  all  kinds  of  partners.  Fast. 

If  B2B  is  your  vocation  and  the  Internet 
is  your  turf ...  welcome  to  your  dream 
job.  Naturally,  the  benefits  package  is 
as  good  as  the  job! 

Apply  now  with  your  resume  and  cover 
letter  to  Human  Resources: 

Penton  Media,  Inc. 

16  Thorndal  Circle 
Darien,  CT  06820 
Fax  203/559-2840 
Email:  hrdept@iw.com 


fetton 


www.penton.com 


To  advertise  in  this  section  call  561-686-680C 


Are  you  looking  for  t 
excitement  of  a  start-u 
with  all  the  perks  of 
industry  leader? 

We  have  a  sales  opportunity  for  you  in  the  Northea 

We  are  looking  for  sales  professionals  with  experience  in: 


t  Consumer  packaged  goods 
t  Database  or  relationship  marketing 

▼  E-commerce 

▼  Franchise  services 
t  Internet      n. 

t  Pharmaceutical  sales 


Mail  your  resume  to:  Valassis  Sales  Sourcing 

ATT:  FOR-0717-NESLS   19975  Victor  Parkway  Livonia.MI  481 

Jobs  Hotline:  1-800-437-0479,  Ext.  16660 

E-mail:  hr@valassis.com 


mn 
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^THIIIK  YOUR  CAREER. 


Ploy  a  vital  role  in  a  company  that  places  on  importance  on  your  tech 
development  through  ongoing,  aggressive  training  at  our  national  trait 
center.  Acuent,  Inc.  is  a  provider  of  integrated  business  and  technolog 
solutions  for  an  e-World.  Our  consulting  and  systems  integration  servi- 
encompass  e-Business,  e-Engineering,  Enterprise  Resource  Planning  ant 
Outsourcing.  We  have  formed  alliances  with  several  leading  software, 
companies  including  BottomLine,  Concur,  Oracle,  PeopleSoft,  Sequoic 
Broadvision,  Sun,  Plumtree,  Hyperion  and  Vignette.  Acuent  has  extern 
experience  in  selected  vertical  markets,  including  entertainment,  financ 
services,  healthcare,  public  sector  and  telecommunications 

Exceptional  full-time,  career  opportunities  exist  throughout  the  US  for  h 
polished  and  innovative  outside  thinkers  to  join  our  e'Business 
organization. 

Internet  Engineer  -  HTML,  JavaScript,  Java  or  C++ 

Systems  Architect  -  Jovo  or  C++,  systems  design/architeclui 

for  web-based  systems 

Systems  Consultant  -  HTML,  JavaScript,  knowledge  of  web 

methods  a  plus 

Analyst  -  HTML,  VBA,  XML  and  technical  writing  a  plus 

DBA  -  Oracle,  SOL  or  Sybase 

Appl'uations  Developers   -  Oracle  81,  ASP,  VBScript  or  Lotus 

Notes/Dom  in  o 

Computer  Systems  Engineers  -  Java,  Unix,  TCP/IP  a  plus 

Excellence  is  rewarded  with  great  salaries  plus  attainable  quarter 

bonuses,   100%  company-paid  benefits  including 

medical/dental/vision/life,  401k  with  matched' savings  and  pre-ll 

stock  options. 

Irvine     '    Chicago     "     Atlanta    "     Vienna     '     Parsippany 

All  resumes  should  be  directed  to  our  Headquarters  location: 

1 99  Cherry  Hill  Road  Parsippany,  NJ  07054 

Fax  {973)  541-2545  •  Email:  careers@acuent.com 

Please  indicate  Regional  Office  preference  in  your  e-mail  subject  tin 
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acuent 


Visit  us  on  the  web  at  acuent 
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For  more  career  opportunities  -  visit  BestlobsUSA.c 
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To  advertise  in  this  section  call  561-686-6800 


Are  You  Getting 
Your  Share 
Of  The 
eBusiness  Pie? 


mputer  Associates  International,  Inc. 

YSE:  CA),  the  world's  leading  business  software 
>mpany.  delivers  the  end-to-end  infrastructure  to 
lable  eBusiness  through  innovative  technology,  ser- 
:es,  and  education.  CA  has  over  18,000  employees 
Drldwide  and  revenue  exceeding  $6.3  billion.  So,  if 
lu're  looking  for  a  fun  &  challenging  work  environ- 
ent  with  unlimited  opportunity,  look  no  further  than 
omputer  Associates! 


Dmputer  Associates  International,  Inc. 
iman  Resources  Department  -  Forbes 
ie  Computer  Associates  Plaza 
landia,  NY  11749 
•x  your  resume  to:  800-962-9224 
imail  your  resume  to:  careers@ca.com 
hr  fastest  response,  apply  online  at: 
iww.ca.com/career/cajobs.htm 


We  Are  Looking  For  The  Following. 

•  Sales  Executives 

•  Business  Solutions  Technologists 

•  Client  Relationship  Managers 

•  RVP  -  Sales 

•  Channel  Sales  Executives 

•  National  Account  Managers 

•  Security  Sales  Executives 


OMPUTER 
ASSOCIATES 

Software  superior  by  design. 

:tts  Inianawnal.  Inc  Al  ngfts  tesef  <w!  Campus  Assoc* 


SunGard 


the  fastest  connection  to  a  tremendous 
career. 

Gard  Brokerage  Systems,  a  leading  brokerage  application  service  provider,  offers  ihe  Phase 
al-ume,  siraight-through  securities  processing  system,  which  automates  every  step  in  the 
ing  lifecycle.  Just  as  our  product  represents  the  single,  Web-based  source  for  consumer 
'net  trading  and  portfolio  management  for  brokers.  SunGard  Brokerage  System  represents 
single  career  source  for  you.  Like  Phase3.  our  career  opportunities  start  on  the  cutting-edge 
lformation  technology  and  finance,  and  continue  to  grow. 

isiness  Analysts 

k  with  the  strategic  project  group  to  develop  business  requirements  and  functional 
:ifications.  Perform  system  testing  and  user  documentation  of  the  system.  A  BS  in 
nee  or  Accounting  and  experience  in  the  brokerage  industry  and/or  capital  markets 
red.  Must  have  excellent  financial,  analytical  and  problem-solving  skills.  Job  Code:  BA 

>e  positions  are  ideally  suited  for  people  with  back  office  brokerage  experience  as  well 
rust  accounting- 

atabase  Developers 

k  with  the  Strategic  Projects  group  to  design  and  build  databases  and  table  structures 
lupport  new  products.  Provide  application  tuning  ideas  to  developers  and  impact 
ysis  to  business  and  technical  staff.  Develop  trigger  and  stored  procedures.  Experience 
i  Oracle  RDBMS  physical  architecture,  performance  tuning  and  optirrmation  and  UNIX 
i  Solaris)  required.  Job  Code:  DD 

md  your  career  potentiaL.at  SunGard.  Please  mail,  fax  or  email  your  resume  to:  Kevin 
on.  SunGard  Brokerage  Systems,  32  Crosby  Drive,  Bedford.  MA  01730.  Fax:  781-275-7411.  Email: 
i.bryson?isungafdp3.com. 

se  visit  our  website  at  www.sungardp3.com  to  learn  more  about  SunGard  and  for 


iled  descriptions  of  the  opportunities  listed  here. 
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Job  Opportunity:  Change  Everything. 


ng  experienced  consultants 
Management   Consulting 


We  are  seeking 

to   join   our 

Services  team  in  these  areas: 

E-Business 

•  E-Business  Application  /  System 
Architects  -  5+  years  experience, 
Ariba,  CommerceOne,  Broadvision, 
OpenMarket  or  Vignette.  Must  have  a 
background  in  systems  architecture  s 
capacity  planning,  infrastructure, 
performance  tuning,  disaster  recovery. 

•  Call  Center  System  Architects  -  5+ 

years  experience,  Siebel,  Vantive  or 
Clarify.  Must  have  a  background  in 
systems  architecture  -  capacity 
planning,  infrastructure,  performance 
tuning,  disaster  recovery. 

•  Senior  E-Business  Developers  -  JAVA, 
C++,  XML,  HTML  and  database  skills. 

•  Documentum  Consultants  -  5+  years 
experience  with  development  and 
configuration  in  the  Pharmaceutical 
Industry.  E-Business  programming 
and  database  skills. 

•  Content  Management  Consultants  - 
with  interwoven,  Vignette, 
Documentum,  Bulldog  or  Artesia. 

CRM 

•  Call  Center/Customer  Care,  Sales 
Force  Automation,  Relationship 
Marketing,  Siebel  Developers/ 
Architects/Project  Managers. 


Datawarehousing 

•  Data  modelers,  technical  architects, 
extract/ transform  architects,  technical 
project  managers.  Full  life  cycle  data 
warehousing  experience  needed. 
Essbase,  Business  Objects  and/or 
Informatica. 

•  Data  Mining  -  3-4  years  experience  in 
quantitative/analytical  role.    SAS,  SPSS, 
SAP/APO,    Manugistics, 
Planner  Lifestyle. 

JD  Edwards 

•  jD  Edwards  Consultants 

Financial   Applications. 

Tools.      Manufacturing,   financial   or 

distribution  industries. 

Oracle 

•  Oracle     Financials     -     5+     years 
experience. 

•  l-Procurement  -  5+  years  experience. 

To       be       considered       for       these 
opportunities,     please    fax     resumes 
to:      410-412-7997      or     email      to: 
laraine.spears@us.pwcglobal.com 
www.pwcglobal.com/mcscareers 


i2/Demand 


One  World 
JDE  Case 


Pvcq/vaTerhouseQopers  1 

Join  us.  Together  we  can  change  the  worlds 

PricewaterbouseCoopers  is  proud  to  be  an  Affirmative  Action  and  Equal  Opportunity  Employer. 
O2000  PricewaterhouseCoopers  UP.  PricewaterhouseCoopers  refers  to  the  U.S.  firm  of 
r'houseCoopers  UP  and  other  members  of  (he  worldwide  PncewaterfiouseCoopers  organization. 


nore  career  opportunities  -  visit  BesUobsUSA.com 
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Support.com 

Powers 

eBusiness 


Join  the  team. 


www.support.com/jobs 


Support.com  is  a  global  provider  of  eBusiness 
infrastructure  software  that  automates, 
personalizes,  and  enhances  user  support  over 
the  Internet.  Our  customers  include  industry 
leading  eBusinesses  and  service  providers. 

SUPPORT.COM 


■  Excellent  compensation  and  benefits  ■  Stock  Options 
■  Equal  opportunity  employer 


INTERNET  MARKETING  &  CREATIVE 
OPPORTUNITIES 


Ground  floor  opportunities  with  a  new  financial 
services  e-Commerce  site.  Enjoy  the  advantages  of 
an  Internet  start-up  environment  within  a  highly 
successful,  well  established,  Fortune  500  company. 
Email  your  resume  with  job  §  referenced  and  salary 
requirements  to:  KCHl78@hotmail.com 

MARKETING  DIRECTOR:  (#  50-80788-F) 

Formulate  and  execute  the  marketing  plan,  including  cus 
tomer  retention  and  acquisition  strategies,  usability  and  into 
lace  testing,  profile  based  marketing  techniques.  REQUIRES: 
7+  years'  experience  m  a  wide  range  of  traditional  marketing 
practices,  including  2  wars'  Internet  marketing  expertise  in 
the  merchandising  and  distribution  of  products  via  the  Web, 
on-line  advertising,  traffic  generation  and  personalization. 

WEB  DESIGNER:  (#50-78420-F) 

Use  your  creative  expertise  and  strong  graphic  design  skills  to 
lead  concept  creation  and  development.  Oversee  direction  of 
graphic  design,  including  visual  themes,  user  interface,  naviga- 
tional architecture,  page  layout  iconography  and  typography. 
RF.Ql'IRl  S:    I  Web  design  experience  including  2  + 

years'  on  line  art  production.  Photoshop  and  Illustrator 
knowledge  required,  plus  working  knowledge  of  HTML. 


To  advertise  in  this  section  call  561-686-680(, 


A  job  that  lets  me  be  rr 


A  chance  to  make  eBui 
make  sense 


Projects  that  are  anythi 
but  boring 


The  backing  ot  a  billion 
dollar  company 


The  occasional  game  o 
Tomb  Raider 


eBusiness  revolutionaries.  Everyone  claims  to  be  one  these  days.  But  \ 
have  the  credentials  to  back  it  up.  Our  Internet  applications  impact  the  h 
of  over  35  million  people.  And  that's  just  the  beginning.  We're  looking  fc 
people  who  get  a  kick  out  of  re-inventing  the  future.  You  have  a  big  idee 
we'll  give  you  the  resources  to  make  it  happen.  That's  the  way  work  is 
supposed  to  be.  And  at  PeopleSoft.  it  is.  See  for  yourself.  We're  currently 
hiring  in  the  following  areas: 

Consultants  -  Job  #  2343 

Be  part  of  an  energetic  and  growing  consulting  team.  You'll  provide  consi 
services  to  our  customers  on  technical  or  functional  issues  in  an  engage 
setting.  The  ideal  candidate  must  have  extensive  expertise  implementing 
package  or  custom  systems  in  one  or  more  of  the  following  areas  (Peopk 
or  equivalent  experience  a  plus): 

•  Technical  -  Web,  Internet,  Java,  HTML,  XML,  and  RDBMS  expertise.  I 
experience,  or  Application  Development  experience. 

•  Financials  -  G/L.  A/P.  A/R.  Billing.  Project  Costing,  Budgeting,  Asset 
Management  experience. 

•  Human  Resources  •  HR.  Payroll,  Benefits/Benefits  Administration, 
Pension  Administration,  Time  &  Labor 

•  Supply  Chain  -  P/0.  Inventory.  Order  Management,  eProcurement.  eS 

•  Customer  Relationship  Management  -  Call  Center,  Field  Service,) 
Sales  Force  Automation 

•  Professional  Service  Automation 

•  eBusiness  &  eCommerce 

•  Enterprise  Performance  Management  &  Analytical  Applicatk 

Project  Managers  -  Job  #  2348 

As  part  of  our  professional  Services  team,  we  are  seeking  experienced  proj 
managers  to  lead,  manage,  coordinate,  and  report  on  one  or  more 
implementation  projects  of  varying  size  and  scope.  You  must  have  extensiW 
application  software  implementation  experience,  in-depth  knowledge  of  pact 
application  implementation  methodologies  and  strong  team-building  skills.  I 


Please  e-mail  resumes,  indicating  job  #.  to: 

NE_Recruiters@peoplesoft.com 

PeopleSoft  is  committed  to  workforce  diversity. 
Equal  Opportunity  Employer. 


Applications  for  eBusiness 


jobs.peoplesoft.com 
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For  more  career  opportunities  -  visit  BestJobsUSA.c 
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Alibaba.com 


(Private) 


www.alibaba.com 

CHIEF  EXECUTIVE:  Jack  Ma 

MODEL-  Marketplace 

DESCRIPTION:  If  you  are  looking  for  frozen  pork 
loins  from  Denmark  or  piston  rings  from  India, 
Hong  Kong-based  Alibaba.com  could  be  the 
place  to  go.  An  Internet  souk  for  buyers  and  sell- 
ers from  192  countries,  there  are  listings  across  27 
different  industries  from  toys  to  agriculture  and 
industrial  equipment. 

CLIENTS:  Hundreds  of  businesses  in  countries 
like  Sudan  and  Uruguay. 

BUZZ:  Alibaba's  blue-chip  backers  Softbank, 
Goldman  Sachs  and  Fidelity  have  put  up  $20  mil- 
lion, but  Alibaba  has  yet  to  explain  how  it  will 
make  money.  Ma  says  that  it  may  eventually  offer 
services  like  shipping  and  financing.  He  recently 
hired  Yahoo's  search  engine  architect,  Jack  Wu,  as 
chief  technology  officer. 


Ask  JLegygs 


(ASKJ; 


www.askjeeves.com 

CHIEF  EXECUTIVE:  Robert  Wrubel 

MODEL  ASP 

DESCRIPTION:  Ask  Jeeves,  which  claims  to  have  an 
answer  to  your  every  question,  has  taken  its  Q&A 
format  into  corporations.  Created  in  1997  Ask 
Jeeves  Corporate  Services  provides  companies 
with  a  range  of  services  that  help  sites  become 
more  accessible  and  user- friendly.  From  natural- 
language  question/answering  services  to  compar- 
ison shopping  engines  to  live-help  technology,  the 
goal  is  to  help  companies  increase  sales  and  re- 
duce offline  support  costs. 
CLIENTS:  Ask  Jeeves  Corporate  Services  currently 
has  80  users,  including  Nike,  Martha  Stewart,  Dell 
and  Toshiba. 

BUZZ:  Advertisers  can  now  create  keyword- 
targeted  text  ads  fl 
online.  Companies 
bid  for  the  keywords 
that  would  transplant 
their  advertisements 
on  site.  With  partners 

such  as  Ask.com  and  DirectHit.com,  1.7  million 
pages  span  the  network  of  available  ad  space  per 
day.  The  new  program  already  has  drawn  2,500 
clients. 


BigVine 


(Private) 


www.bigvine.com 

CHIEF  EXECUTIVE:  Bippy  Siegal 

MODEL  Marketplace 


DESCRIPTION:  Old-fashioned  barter  invades  the 
tech  age.  Just  launched,  BigVine  has  already  se- 
cured thousands  of  registered  members  who've 
used  its  online  bartering  exchange  to  buy  and 
sell  goods  and  services.  At  this  marketplace,  a 
company  can  exchange  ad  space  for  airline  tick- 
ets. Members  can  trade  with  anyone  on  the  net- 
work, choosing  from  an  expansive  range — hotel 
and  travel  services,  real  estate,  restaurant  gift 
certificates,  accounting  services,  office  supplies, 
florists — of  more  than  $50  million  in 
listings. 

CLIENTS:  Ameritrend,  Houtex  Business  Products. 
BUZZ:  With  hopes  of  plowing  through  the  small 
business  market,  American  Express  is  sinking  $  1 0 
million  for  a  10%  stake  in  BigVine. 


Elance 


(Private) 


www.elance.com 

CHIEF  EXECUTIVE:  Eric  Roach 

MODEL  Marketplace 
DESCRIPTION:  Con- 
tracts workers  on  an 
as  needed  basis — a 
facet  of  the  New 
Economy,  where  all 
parts  of  the  produc- 
tion process  will  be  flexible.  Projects  are  posted 
and  freelancers  bid  on  them.  Three  thousand 
projects  from  financial  planning  to  cooking  are 
listed  at  any  one  time  out  of  a  total  of  24,000.  Web 
site  Arctic  Kingdom,  which  organizes  arctic  expe- 
ditions such  as  whale  watching  and  visiting  ship- 
wrecks, acquired  a  writer  and  graphics  designer 
for  its  Web  site  through  Elance. 
CLIENTS:  PeachTree,  NetObjects  and  Zing.com. 
BUZZ:  This  site  has  attracted  funding  from  such 
angel  investors  as  the  founder  of  Hotmail,  Sabeer 
Bhatia,  a  former  vice  president  of  Amazon.com, 
Ram  Shriram  and  general  manager  of  Microsoft, 
Vijay  Vashee. 


Eluxajd&JL 


(Private) 


www.floraplex.com 

CHIEF  EXECUTIVE:  Robert  Shaw 

MODEL  Marketplace 

DESCRIPTION:  As  flowers  can  wilt  and  lose  color, 
so  can  profits.  Floraplex  aims  to  reduce  the 
chance  of  this  happening  by  linking  growers  to 
wholesalers,  wholesalers  to  florists  and  finally, 
florists  to  the  general  public.  Here,  companies  can 
also  presell  so  that  growers  know  how  much  to 
grow  and  florists  know  how  much  to  buy.  The 
company  makes  money  by  charging  subscription 
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fees  and  taking  a  percentage  of  transactions. 
CLIENTS:  Not  available. 

BUZZ:  The  vertical  hub  so  far  includes  12  huge  flower  growers  in 
Colombia  and  Ecuador,  which  together  account  for  $300  mil- 
lion in  annual  sales.  Fifty  of  the  top  wholesalers,  all  of  which  are 
based  in  the  U.S.,  have  also  agreed  to  join  the  network,  repre- 
senting sales  of  $750  million. 


Global  Sources 
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www.globalsources.com 

CHIEF  EXECUTIVE:  Merle  Hinrichs 

MODEL:  Marketplace 

DESCRIPTION:  Hong  Kong-based  Global  Sources  used  to  be  an 

industrial  trade  magazine  pub- 
lisher. Now,  it  runs  an  online  mar- 
ketplace representing  more  than 
195,000  active  buyers  and  83,000 
suppliers.  Players  include  Kmart, 
Home  Depot  and  Sony.  Trades  a 
wide  range  of  products,  from  computer  soundcards  to  furniture. 
What  sets  this  site  apart  from  its  rivals  is  that  it  doesn't  take  any 
cuts  from  sales.  Instead,  the  B2B  relies  on  listing  fees  and  adver- 
tising for  revenue. 

CLIENTS:  Bank  of  America,  Charles  Schwab  and  Hewlett- 
Packard. 

BUZZ:  Exporters  will  now  be  able  to  build  and  maintain  their 
own  data,  saving  time  and  money  because  the  company  rolled 
out  a  catalog,  which  sets  up  private,  password -protected  online 
catalogs  for  sellers. 

The  Patent  &  License  Exchange (fawatex 

www.pl-x.com 

CHIEF  EXECUTIVE:  Nir  Kossovsky 

MODEL  Marketplace 

DESCRIPTION:  Where  ideas  are  exchanged.  Although  this 
sounds  more  like  what  goes  on  at  a  turn-of-the  century 
Parisian  salon,  it  can  also  serve  as  a  description  for  Pasadena- 
based  Patent  &  License  Ex- 
change. This  is  an  auction 
site  dealing  with  intellectual 
property  rights  such  as 
patents,  copyright,  trade- 
marks and  trade  secrets.  Re- 
search institutions  post  their 
ideas  while  subscribers  are  notified  when  an  auction  is  taking 
place.  Market  participants  are  prequalified  and  all  intellec- 
tual property  is  backed  by  $10  million  in  validity  insurance 
coverage. 
CLIENTS:  3M  Healthcare,  Procter  &  Gamble,  Honeywell. 


pl@* 


fed 


BUZZ:  IBM  is  planning  on  creating  its  own  intellectual  prope 
exchange  so  Pl-x.com  already  needs  to  watch  its  back  less  tha 
month  after  rollout.  While  funding  is  nearly  the  same — with 
x.com  receiving  $30  million  from  TMCT  Ventures,  Softba 
and  STI  Ventures,  and  IBM  getting  $35  million  from  Inten 
Capital  Group — Pl-x.com  doesn't  have  that  Big  Blue  name. 


Beelplay.com 


(Priw 


www.reelplay.com 

CHIEF  EXECUTIVE:  Mark  Litwak 

MODEL:  Marketplace 
DESCRIPTION:  From  Cannes  Film  Festival  winners  to  planr 
TV  pilots,  ReelPlay.com  is  an  online  database  of  trailers,  s; 
opses,  credits  and  pictures.  Film- 
makers submit  their  project's 
marketing  material  and 
ReelPlayer.com  digitizes  the  in- 
formation to  be  Web-ready,  free 
of  charge.  For  buffs  and  buyers 
alike,  the  site  provides  access  to 
more  than  5,000  new  film  and 
television  projects.  Through  an  arrangement  with  the  Busirl 
of  Film,  the  site  already  has  a  listing  of  most  of  the  members 
the  American  Film  Marketing  Association,  creating  the  worl 
largest  database  of  film  and  TV  programs. 
CLIENTS:  A&E  Television  Network,  Typhoon  Networks. 
BUZZ:  Second-round  funding  drew  $4.5  million  from  ventl 
capitalists  Softbank  Ventures,  Waterview  Advisors  and  Sycam| 
Ventures  as  well  as  from  entertainment  and  Internet  execut 
like  Pehong  Chen  of  Broadvision. 


Yahoo  B2B 


0 


http://b2b.yahoo.com 

CHIEF  EXECUTIVE:  Tim  Koogle 

MODEL  Marketplace 

DESCRIPTION:  Already  a  popular  Web  search  engine,  Yahoo 

also  locate  B2Bs.  You 
browse  through  the  650  c 
gories  listed  or  search  by 
word.  Type  in  "Web  desi 
and  results  appear  from  Dd 
bid,  TradeOut.com  and  Im 
Designed  with  small  busine 
in  mind,  this  site  can  esped 

be  useful  for  the  B2B  novice — you  won't  have  to  know  wl 

site  to  go  to  for  what  you  need. 

CLIENTS:  ElectronicsBin.com,  PlasticsBin.com. 

BUZZ:  The  development  of  this  site  sparked  Ebay  and  Am^ 

to  plan  competing  service. 
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Advertisement 


When  it  comes  to 

e-Commerce 


it's  not  ' 

WHO  you  know. 
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WHAT  you  know! 

Introducing  METASeS 
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[ith  speeds  of  up  to  1  GHz,  and  now  with  full-speed  performance-enhancing  cache  memory,  the 
AQ  Athlon "  Processor  helps  you  take  full  advantage  of  your  most  demanding  applications.  This  is  just 
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WITH   OUR   HELP, 

THE   MARS   LANDER  MIGHT  HAVE  ACTUALLY 

LANDED   ON    MARS. 

Make  your  next  project  a  success  by  using  HelloBrain.com.  It's  the  digital  marketplace  where  you  can  source 
solutions  to  virtually  any  problem.  Just  post  your  project  and  let  the  best  minds  from  around  the  world  find  you. 
From  programming  to  protocol,  diamond  making  to  DSP  algorithms,  they  can  deliver  the  solution  you  need 
to  get  to  market  fast.  Which  could  make  the  difference  between  flying  like  a  rocket  and  falling  like  a  rock. 


HelloBrain.com 

The  World's  Intellectual  Capital  Exchange. 


£  2000  HelloBram  com.  All  rights  reserved 
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eBusiness 


And  live  happily  ever  after,  we  might  add.  Because  we're  taking  eBusiness  to  a  whole  new  level. 
With  a  portfolio  of  customer  relationship  solutions  we've  developed  that  enables  businesses  to  inte- 
grate their  sales,  marketing  and  service  capabilities  with  the  new,  high-performance  Internet. 
And  uses  every  point  of  customer  interaction  to  create  stronger,  more  profitable  and  longer-lasting 

■  oris.  the  Nortel  Networks  logo,  the  Globemark  and  "How  the  «>rld  shares  ideas  ■  are  trademarks  of  Nortel  Networks  "What  do  you  want  the  Internet  to  be?"  is  a  service  mark  of  Nortel  Networks  ©2000  Nortel  Networks.  All  rights  reserved 


customer  relationships.  Just  one  more  way  we're  evolving  eBusiness 
into  the  way  you  do  business  every  day.  So  come  together, 
right  now  with  Nortel  Networks™  And  make  the  Internet 
whatever  you  want  it  to  be.  norte1networks.com 
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How  the  world  shares  ideas. 
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Chrysler  is  the 
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ings estimates — visit  us  online. 
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ing candidate  is  Hector  Ruiz, 
AMD's  president  and  chief  operat- 
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capturing  business  from  Intel  and 
his  plan  to  keep  AMD  profitable. 
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Best  of  the  Web:  B2B  Edition 

Our  newest  issue  (July  17)  of  Forbes. corn's  Best  of  the  Web  is  now  live  a 
fully  interactive.  Like  the  print  version,  forbesbest.com/b2b  includes  2 
profiles  of  the  most  promising  B2B  companies  in  25  different  industries 
ranging  from  aerospace  and  defense  to  logistics  and  transportation.  0 
expanded  online  version  reviews  hundreds  of  additional  sites.  And  do 
forget  to  check  our  Best  of  the  Web  consumer  ratings,  which  features 
views  of  1,800  sites,  covering  travel,  telecommunications,  brokerage,  sho 
ping  and  dozens  of  other  topics. 
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FINDER 


ForbesFinder  now  makes  it  easier  than  ever  to  get  fin 
cial  and  background  information  on  U.S.  and  foreign  coi 
porations,  including  latest  SEC  filings  and  reports  froi 
Bloomberg,  Hoovers,  Reuters  and  other  services. 


Forbes.com 
Mobile  Edition 


Now  you  can  use  your  Palm  or  Windows 
Pocket  PC  device  to  get  breaking  news 
and  analysis  from  the  Forbes.com  news- 
room, plus  select  features  from  FORBES, 
ASAP  and  Forbes  Global  magazines.  For 
information,  or  to  subscribe,  go  to 
www.forbes.com/mobile. 
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for  call  centers 


SURVIVAL   MEANS    ATTRACTING   ATTENTION   TO   WHAT'S    CRITICAL 


In  your  call  center,  every  second  counts.  And  immediate 
access   to   time-sensitive   information   is  crucial. 
BackWeb*  is  the  answer.  BackWeb  not  only  delivers      , 
data,  but  gets  it  noticed —  from  product  updates  and 
promotions  to  the  latest  changes  in  market  conditions. 
BackWeb's  patented  Polite"  Push  seamlessly  downloads 
even  large  files,  while  its  Flash  technology  animates  urgent 
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news  on  your  reps'  screens,  without  interrupting  their  cru- 
cial call  center  applications.  Increase  your  call  center's 
effectiveness   and   efficiency,   and   boost   customer 
satisfaction  with  BackWeb.  For  a  white  paper  detailing 
how  BackWeb's  e-Accelerator  can  raise  your  call  center 
productivity,  visit:  www.backweb.com/accelerate3.html 
or  call  us  at  1-800-863-0100. 


What  Pushes  e-hustness 


U  ong  the  many  confpaniet  using  BackWeb-    Bell  Atlantic  Mobile,  Compaq,  Fidelity  Investments,  Hewlett-Packard,  Robertson  Stephen* 
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us  #1  in  their  recent  online  brokerage  survey.  In  fact,  they  ranked  us  #1  in 
Customer  Service,  #1  in  Ease  of  Use  and  #1  Overall  for  Mainstream  Investors. 

For  a  first-hand  experience  of  our  customer  service,  give  us  a  call 
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Leading  edge  appliance,  1927 


Size  and  the  Web  Big  companies  will  inherit  the  Intt 
net,  says  Jack  Welch.  And  he  makes  a  compelling  argumei 
which  boils  down  to  this:  It  is  easier  for  an  established  bu 
ness  to  build  a  good  Web  site  than  for  a  good  Web  site  to  t 

tablish  a  big  business. 

Our  previous  two  surveys 
Internet  winners,  in  1998  a: 
1999,  put  the  spotlight  on  enti 
preneurs.  This  year  our  Silicc 
Valley  bureau  chief,  Elizabe 
Corcoran,  chose  as  her  Web  h 
roes  the  executives  of  well-esta 
lished  outfits  like  General  Electi 
and  Lands'  End.  You  may  1 
thinking  that  outfits  like  those  a 
hopelessly  "old  economy."  B 
exactly  what  do  you  mean  by  th 
label,  anyway?  That  any  company  older  than  you  are  must  1 
in  the  business  of  moving  around  piles  of  gravel?  One  hundn 
and  eight  years  old  it  may  be,  but  GE  is,  and  probably  alwa 
was,  as  imaginative  as  today's  dot-coms.  In  1927  its  fridge  w 
on  the  leading  edge.  Today  its  jet  engine  is.  So  is  its  online  tecl 
nology.  Read  about  our  E-gang  on  page  145. 

HOW  tO  Globalize  Ignore  a  big  market  like  China  at  yoi 
peril.  But  participating  in  it  is  also  dangerous,  as  Roby 
Meredith  displays  in  her  description  of  a  featherbed- ridd 
Jeep  plant  in  Beijing.  Does  that  mean  a  U.S.  manufacturer  h; 
no  business  running  a  factory  over  there?  Not  quite.  She  ah 
toured  an  efficient  Buick  plant  in  Shanghai.  In  "So  You  ReaL 
Want  to  do  Business  in  China?"  on  page  92,  she  tells  why  Ger 
eral  Motors  is  succeeding  where  DaimlerChrysler  is  failing. 
Our  global  report  also  includes  a  38-page  survey  of  inte 
national  business,  beginning  on  page  273,  and  an  article 
Richard  Morais  on  how  HSBC  beats  U.S.  banking  giants 
their  own  game,  on  page  68. 

By  the  Numbers  As  a  finance  magazine,  FORBES  expe 
all  of  its  writers  to  think  about  accounting  some  of  the  tim 
Some  think  about  it  all  the  time,  and  one  of  that  breed 
Elizabeth  MacDonald,  who  recently  joined  us  from  the  Wa 
Street  Journal.  On  page  1 22  she  questions  the  numbers  be 
hind  the  success  story  at  Lernout  &  Hauspie  Speech  Proc 
ucts.  On  page  354  she  joins  Brett  Nelson  in  taking  apart  th 
quarterly  earnings  estimate  racket. 
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OF     YOUR      OWN     COUNTRY. 


Mjrldwide    insurance    coverage 

f  ig  business  outside  the  US.  means  a  whole  new  set  of  risks  to  contend  with.  That's  why  Fireman's  Fund  a  member  of  the  Allianz 
Idwide  Network,  offers  international  insurance  coverage  that  can  be  handled  through  a  single  program,  by  your  local  agent.  So  call 
independent  broker,  and  maintair  d  advantage  wherever  your  company  goes  Fireman's  Fund.  License  to  get  on  with  it.  - 
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A  company  of  the  Allianz  Croup 
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Chances  are,  we  had  something  to  do  with  it.  Fact 
is,  98  out  of  the  FORTUNE  100  count  on  business 
intelligence  solutions  from  SAS  to  explore  infor- 
mation, better  understand  customer  and  supplier 
relationships,  predict  behavior,  and  unlock  hidden 
opportunities.  Today,  SAS  is  leading  the  industry 
in  bringing  this  same  level  of  intelligence  to  the 
the  world  of  e-business.  With  e-Intelligence  from 
SAS,  you  can  capture,  analyze  and  react  to  infor- 
mation from  every  point  of  contact.  Then  just  as 
quickly  disseminate  new  findings  to  anywhere 
they're  needed  across  your  extended  enterprise. 
To  get  the  answers  you're  searching  for,  call  us 
today  at  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know,. 


rsas 

.« e-Intelligence 


a-lef.yi'i <*  SAS  nun  Je  re  «t»  USA  y>a  wr«  cojr-es  i  mocatK  USA regovalon  C  7XJ,  SAS  \nssat*  Vk    356GOUS0G0O 


Forbes 


READERS    SAY 


il 


President  and  Editor-in-Chief  Steve  Forbes 
Chief  Operating  Officer  Timothy  C.  Forbes 
Chairman  Caspar  W.  Weinberger 
President-Forbes  Magazine  James  S.  Berrien 
Vice  Chairman  Christopher  Forbes 
Executive  Vice  President  Leonard  H.  Yablon 
Group  Vice  President-Editorial  James  W.  Michaels 
Publisher  Rich  Karlgaard 

President-Forbes  Global,  Forbes  FYI  Robert  L.  Forbes 
Chairman-Forbes  Global  Brian  Mulroney 

Vice  President-Finance  &  Secretary: 'eai  i  P,  Hegarty 

Vice  President-Treasurer:  Joel  B.  Redler 

Vice  President-General  Counsel:  Terrence  O'Connor 

Vice  President-Business  Development:  Gregory  J.  Zorthian 

Vice  President-Operations:  Scott  E.  Masterson 

Vice  President-Corporate  Communications: 

Monie  Begley  Feurey 

Vice  President-Circulation:  1  awrence  B.  Freeman 

Vice  President  Marketing:  Kendall  Crolius 

Vice  President-The  Forbes  Collections:  Margaret  Kelly  Trombly 

Director  of  Information  Technology:  Tom  Klein 

Controller:  Philip  E.  Reville 

Director  of  Circulation:  Mary  Lindewirth 

Director  of  General  Services:  Gary  Prasto 

Director  of  Human  Resources:  Margaret  Williams  Loftus 

Director  of  Knowledge  Management  Anne  P.  Mintz 

Vice  President,  Managing  Director  The  Americas: 

Russell  Cherami 

New  York:  Avery  Stirratt,  New  York  Regional  Director; 

George  C  Clissold,  Cons.  Adv.  Mgr.;  Jessica  Sibley,  Fin.  Adv. 

Mgr.;  Ryan  Adams,  Richard  J.  Eydt,  Kevin  Gentzel, 

Jennifer  Giampierro,  Andrew  Macaulay, 

Michael  McCormack,  James  Patten,  Sherry  Phillips; 

Eleanor  Martino,  Dir.  of  Adv.  FYI 

Atlanta:  John  H.  Reock,  Atlantic  Regional  Director; 

Timothy  Carney 

Boston:  Lisa  M.  John,  Mgr. 

Washington,  D.C.:  Nancy  E.  Sterling,  Mgr. 

Detroit:  Mike  Woods,  Midwest  Regional  Director; 

Kathy  Connell  Brennan,  Shauna  Iciek 

Chicago:  William  J.  Powers  Jr.,  Mgr.,  James  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Silicon  Valley:  Richard  Espinoza,  Western  Regional 

Director;  Candace  J.  Alexander,  Mgr.;  Angela  Flores, 

Denyce  Kehoe,  Clark  Morey,  Tom  Snow; 

Catherine  Lukas,  Dir.  of  Adv.  ASAP 

Los  Angeles:  Eric  Rucker,  Mgr.;  Jill  S.  Harris, 

Adv.  Mgr.,  FYI  West 

Special  Projects  &  Development:  Arnold  1  Prives,  Dir. 
Special  Projects;  Dulce  A.  Chic6n,  Dir.  Special  Sections 
Sales;  Peter  T.  Malloy,  Dir.  Econ.  Dev., 
Susan  D.  Toscani,  Dir.  of  Project  Management 

Vice  President  Managing  Director  Europe. 

Publisher  Forbes  Global:  Robert  A.  Crozier 

London:  Keith  Mantle,  Regional  Sales  Director/Europe; 

Juanita  Caspari,  Regional  Sales  Director/Europe;  Steven 

Rau,  Dir.  of  Adv.  Forbes  Global;  Kelly  Emery  Steelman, 

Adv.  Dir.,  the  Americas 

Vice  President  Managmr  Director  Alia 

William  Adamopoulos 

Tokyo:  Hiroyuki  Nakagawa,  Japan  Adv.  Dir.; 

Toshiaki  lizuka,  Japan  Adv.  Mgr. 

Hong  Kong:  lane  Flowers,  Regional  Sales  Dir. 

Singapore:  Philip  Cho,  Regional  Advertising  Director; 

Chris  Niblock,  <  irculatjorj  Director,  Asia/ Advertising 

I  lirector,  Korea 

International:  lames  W.  1  aC  ingnola,  Dir.,  lnt'l.  Adv., 

I  .urn  America;  ( christian  M.  Frost 

Marketing  Services:  Judy  Massey,  Exec.  Marketing  Dir.; 

Marisj  Marks.  Dir.  Marketing  S;  Promotion; 

Carol  Nelson.  Dir.  Spec.  Sections  &  Prog.; 

Frank  Dolcimascolo,  Dir.  of  Research;  Nancy  Bensimon, 

Marketing  Dir.  Tech  &  ASAP;  Karen  Moroney, 

Dir.  of  Merchandising  iv  1  vents 

Forbos  Special  Interest  Publications 
Richard  W.  Stockton,  VP/GM 

Forbes  Conference  Croup 

Rick  Johnson,  VP/GM;  (>reg  1  wing,  Dir.  Sales; 
•  Vicky  Audenried.  Karen  Hdelman 

Forbes  Investors  Advisory  Institute: 
Wallace  Forbes,  President;  Vahan  lanngian,  Director 
Advertising  Business: 

I  tarry  I  eGates,  Busint  ss  Manager,  Joyce  McCracken, 
Saks  Information;  Chcvonne  Huggins,  Tom 

lernetl  Myers,  Denise  Romano,  Robin  Stein; 
Deckel  ".  ices  Manager;  Aja  Harris, 

er,  Kim  Lau 


24  .    Jul)  24,2000 


Horse  of  Another  Color 

It  was  shocking  to  read  "Neigh  Sav- 
ers" (June  12,  p.  422).  Did  FORBES  step 
on  a  horse  apple  prior  to  oozing  out 
that  demeaning  tabloid  journalism 
against  Egyptian  Arabian  horses?  Did 
you  have  a  personal  or  cultural 
vendetta  against  the  breed? 

I  have  mentored  horse  lovers 
worldwide,  providing  people  with 
fundamental  education  about  this 
particular  bloodline.  Your  author 
should  do  more  homework.  Educa- 
tion is  paramount  before  investing  in 
any  business  or  writing  an  influential 
article  that  affects  public  perception. 

True,  some  horse  ventures  have 
been  dreadfully  fraudulent  investment 
schemes;  others  have  been  both  per- 
sonally and  financially  rewarding  to 
those  who  invested  in  a  lifestyle  with 
horses  without  the  headaches  of  own- 
ing and  maintaining  labor  and  prop- 
erty. For  your  writer  to  imply  all  such 
investors  are  "saps"  is  insulting. 

JUDITH  FORBIS 

Owner,  Ansata  Arabian  Stud 

Mena,  Ark. 

Who  Won  the  War? 

Your  article  on  William  Dean  Single- 
ton, "Where's  Dean?"  (July  3,  p.  76),  left 
readers  with  the  impression  that  the 
Denver  Post  had  "won"  the  Sunday 
newspaper  war.  That  is  clearly  not  the 
case.  Under  the  joint  operating  agree- 
ment being  proposed  between  the  Post 
and  the  Rocky  Mountain  News,  a  single 
Sunday  edition  will  be  published  under 
a  joint  masthead  with  editorial  pages 
and  selected  features  from  both  papers, 
as  will  the  Saturday  edition. 

TIM  STAUTBERG 

Vice  President 

The  E.  W.  Scripps  Co. 

Cincinnati,  Ohio 

Hogs  versus  Hondas 

Raymond  Blank,  of  American  Honda, 
is  missing  the  point  if  he  believes 
today's  big-bike  buyer  is  interested  in 
speed  and  engineering  ("Hog  Wild," 
May  15,  p.  68).  Honda  will  never  be 


A  Virus  Broke  My  China 

I  always  get  a  chuckle  from 
your  recurring  articles  on  dif- 
ferent aspects  of  the  home- 
automation  industry  ("New 
Age  Homemaker,"  July  3,  p. 
81).  The  best  example  of  a  con- 
sumer benefit  produced  by 
Mary  Walker's  company  was  a 
future  where  a  dishwasher 
would  be  able  to  automatically 
download  its  own  system  up- 
grade off  the  Internet.  I'm  just 
tingling  with  excitement  at  that 
cutting-edge  advancement:  I 
can  just  imagine  the  new  forms 
of  software  viruses  that  will  run 
amok,  turning  my  china  to 
gravel.  In  the  meantime  I'll 
stick  to  the  Stone  Age  processes 
of  hand  washing. 

JIM  FINCH 
Amherst,  N.H. 


able  to  design  a  bike  that  will  pul 
today's  Harley  rider  from  his  belovei 
Hog.  That's  because  riding  a  Harle 
isn't  about  motorcycling,  it's  abou 
riding  a  loud,  powerful  bike,  it's  abou 
pretending  to  be  bad — if  only  in  look 
and  for  a  few  hours  a  week.  My  Harle 
is  not  "driveway  jewelry."  Like  th 
saying  goes,  "If  I  have  to  explain,  yoi 
wouldn't  understand." 

ROBERT  E.  SHANr 

Senior  Vice  Presiden 

Six  Sigma  Quake 

Tempe,  Ariz 


He's  on  your  site.  He's  interested. 

He's  done  everything  short  of  jumping 

in  your  sales  guy's  lap.  Get  em! 


The  new  age  of  business  requires  new  ways  cf  making  sales.  Right  now,  hot  sales  prospects  are 
on  your  web  site,  gathering  information  about  your  company's  products  or  services.  The  problem 
is,  they  won't  be  there  long  before  they  move  on  to  check  out  the  competition.  You  need  a  way 
to  actively  engage  them  now-before  they  click  away.  At  NewChannelrwe  give  you  the  power  to 
not  only  identify  the  best  prospects,  but  actually  reach  out  and  immediately  move  them  through 
the  sales  process.  And  it  all  happens  through  your  site.  Our  record  speaks  for  itself.  Telesales 
reps  from  companies  using  NewChannel  are  closing  twice  as  many  sales  as  they  did  just 
answering  800  numbers. Turn  your  web  site  into  the  powerful  sales  tool  it  was  meant  to  be. 
Go  to  www.newchannel.com/getem  or  call  1-800-331-0987  and  see  how  you  can 
double  your  sales. 


NewChannel  Inc" 

The  hottest  prospects 
are  on  your  site."" 


www.newchannel.com/getem 


Kelly  Temporary 
Services " 


Kelly  Engineering 
Resources 


Kelly  Merchandising 
Resources" 


Kelly  Law  Registry 


Kelly  IT  Resources " 


Kelly  Scientific 
Resources 


Kelly  Staff  Leasing ' 


Kelly  Assisted 
Living 


Kelly  Information  Technology  Resources™  specializes  in  placing 
IT  professionals.  Whether  you  have  short-term  or  permanent 
staffing  needs,  Kellf  will  meet  them  quickly  and  efficiently. 
For  information,  call  l-888-GO-KELLY,  or  visit  www.kellylT.com       SERVICES 
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Look  what  we  do  now. 


READERS     SAY 

That's  a  Bit  Too  Fast 

You  were  justifiably  awed  by  the  op 
erations  aboard  the  U.S.S.  Abrahai 
Lincoln  ("Fact  and  Comment,"  July, 
p.  39).  But  your  terminology  wa 
probably  more  than  any  old  salt  coul 
take.  A  ship's  speed  is  expressed  i 
knots.  Since  a  knot  is  defined  as  a  nau 
tical  mile  per  hour,  "knots  per  hour"  i 
redundant. 

VICTOR  H.  PRUSHA1 
Thousand  Oaks,  Calx 

Thanks  for  straightening  out  our  sea  leg. 
—ED. 

Corrections 

"The  World's  Working  Rich"  (July 
p.  149)  should  have  listed  Jon  Hunts 
man  of  Hunstman  Corporation  a 
$3.9  billion  and  Charles  Ergen  o 
EchoStar  Communications  at  $11.: 
billion.  In  the  same  story  the  biogra 
phy  of  Jeffrey  Bezos  incorrectly  state( 
that  Amazon.com  had  teamed  up  witl 
Martha  Stewart.  Additionally,  w> 
should  have  reported  the  change  ii 
Berkshire  Hathaway's  book  value  pe 
share  as  up  0.5%,  not  up  .05%. 

Also,  our  biography  of  Americai 
International  Group  Chief  Executiv< 
Maurice  Greenberg  wrongly  impliec 
that  shareholders  want  him  to  resign 
Instead,  recent  shareholders'  proposal: 
have  called  on  AIG  to  place  more  in 
dependent  directors  on  its  board. 

"Buyer's  Market"  (June  12,  p.  354; 
stated  Fidelity  would  offer  a  free  Pain 
VII  to  customers  who  transfer  $50,00( 
into  an  existing  or  new  brokerage  ac- 
count. Fidelity  didn't  tell  us  that  th( 
offer  would  expire  before  publication 
With  a  limited  amount  of  Palm  VIIs 
available,  Fidelity  says  it  will  try  to  ac- 
commodate FORBES  readers  who  men- 
tion the  article.  In  the  same  article  w< 
mentioned  a  DLJ  Direct  offer  foi 
10,000  bonus  miles  on  Continental 
Airlines  for  customers  who  open  a 
$10,000  account  and  keep  it  there  foi 
six  months.  This  offer  is  for  new  cus- 
tomers only. 


□ 


Send  e-mail  to  readers@forbes.com 
Letters  will  be  edited.  Please  include 
address  and  phone  number. 
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NG    CASH    FLOW.         A 
A    LITTLE    KNOWN    BY-PRODUCT    OF    OUR    INTEGRATED 
MANUFACTURING    PROCESS.  V- 


BASF.  A  COMPANY  THAT'S  RETURN-FOCUSED  AND  GLOBALLY  POSITIONED.  WHETHER  IT'S  IN  CHEMICALS, 
HEALTH  AND  NUTRITION,  OR  OIL  AND  GAS,  BASF  ISN'T  JUST  POSITIONED  FOR  LONG-TERM  GROWTH, 
BUT  FOR  PROFITABLE  GROWTH  AS  WELL.  GIVEN  OUR  STRONG  CASH  FLOW,  WE  CAN  MOVE  QUICKLY 
gp  TO  SEIZE  STRATEGIC  OPPORTUNITIES  AND  FUND  INTERNAL  INVESTMENT  AROUND  THE  WORLD.  ALL  OF 
NYSE      WHICH   MAKES   BASF  AN   INVESTMENT   OF   GLOBAL   PROPORTIONS.  MAKING   PRODUCTS   BETTER. 


BASF 


-■  i 


Mn 
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web  hosting  the  intel  way 


Ai44 


never  goes  to  lunch 


web  hosting  is  no  job  for  9-to-5ers.  at  intel  online  services,  the  people  are 
as  exacting  as  the  technology  they  work  with,  they  have  to  be.  the  web  is 
utterly  relentless,  completely  unforgiving,  to  stay  in  control  of  it  you  have  to  be 
that  and  more,  we've  drawn  on  all  of  intel's  vast  resources  to  bring  uniquely 
specialized  skills,  methodologies  and  technologies  to  your  e-business,  every  hour 
we  take  over  2,000  measurements  of  website  performance,  monitoring  the  entire 
path  from  you  to  your  customers  in  over  40  countries,  because  in  the  surge 
economy,  there  are  no  coffee  breaks,  to  take  the  first  step,  visit  us  online  or  call 
320-2662.  ^web  hosting  for  the  surge  economy  +  intelonlineservices.com/infoj 


..'irj.  j^uV-fW-f-fd-iy  : 


Edited  bv  Willia^ 


Infoi  .'os.com 

Playing  Potato  Head 

►  Federal  appeal  law  \  ers daim  gabbling  could  break 
up  the  Idaho  trwen-potato-based  empire  started  by  Forbes 

400  member  J.R. 
Simplot.  91.  Heirs  of 
son  Richard  Sim- 
plot,  who  died  in 
1993,  are  appealing 
a  Tax  Court  ruling 
that  put  a  high  es- 
tate-tax value  on  his 

i  voting  stake  in 
closely  held  J.R.  Sim- 
plot  Co.  on  the  the- 
ory a  rival  might 
pav  a  large  pre- 
mium. His  three  liv- 
ing siblings,  who 
own  the  other  7 
of  the  voting,  sav 
their  desire  to  keep 
the  firm  private 
.-.Id  discourage 
hertv  outside  bids. 
But  the  teds  sav  the 
kads  have  had 
strong  disagree- 
ments that  are 
"likelv  to  wid 

— 

Still  Having  Trouble  Getting  It  Right 

►  forays  in  -  and  gold  mining — plus  a 


regulatory  sanction  for  false  filings — publicly  traded  LSI 
Corp.,  relocated  from  Houston  to  Ireland,  is  now  asking  < 
holders  to  allow  it  to  rename  itself  Eurobid.com  Inc.  Pre 
That's  the  same  name  as  a  private  California  firm  with  an  1 
like  Internet  auction  site  in  Europe.  Owner  Paul  Hon  is 
happy.  LS  Capital  boss  Paul  J.  Montlc  says  Hon  hasn't  cont 
him.  But  Montle  admits  his  pending  proxy  and  other  recent 
ings  list  a  wrong  Dublin  address  and  phone  number.  — W.1 

Blue-Light  Special  in  Japan 

►With  huge  debt  from  fat  times  gone  sour,  some  of  Ja 
famous  department  stores  are  expected  to  be  bought  by  I 
gain-hunting  U.S.  investors.  Among  them:  170-year  old ! 
whose  flagship  store  in  Tokyo's  posh  Ginza  area  feat 
white-gloved  elevator  girls  and  S4,000-a-bottle  brandy,  i 
candidates:  Mitsukoshi,  Tokyu  and  Daimaru.  U.S. 
fund  Cerberus  just  grabbed  Nagasakiya.    — Benjamin  i 

Look,  an  IRS  Auditor  Behind  That  Tre 

►  The  trendv  University  of  California  offers  tax-deductible  va. 
tions.  A  UC-Davis  Web  page  says  participants  travel  to  pla 
like  India,  Kenya,  Peru  and  China  as  "a  full-fledged  member 
the  research  team"  where  "no  special  experience  is  neede 
According  to  UC,  one's  own  costs — including  food  and  tra 
portation — can  be  written  off  as  a  charitable  expense.  — /. 

We  Defended  Europe  for  This? 

►  After  decades  of  taking  our  television  exports,  Europe  is 
nallv  returning  the  favor.  Among  the  shows  tentatively  set 

>n  on  a  small  screen  near  you:  Million  Dollar  B<. 

■:p.  big  payoff  for  survivalists;  Tutti  Fnitti,  strip  battle 
the  sexes;  Since  You've  current-events  quiz  : 

E  dwellers;  Queer  as  Folk,  an  all-gay  90210;  and  Tin 
described  as  Sumvor  with  a  saboteur.  — Dorothy  Pomeran 


i 


So  Churning  Is  a  Lot  Harder  to  Fight  Than  Inflation? 


.  iaan|  .?  p  ban 


aaaamiaTiow 
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or  licenses  for  financial  services  can  be  a  lucrative 
with  the  salary  of  one  famous  government  economic  regulator    —WPS. 
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When  AT&T  wanted  to  offer  $1  billion  of  the 
AT&T  Wireless  Group  IPO  to  its  employees, 
whom  did  they  call? 

Lehman  Brothers  |  Fidelity  Investments 

Strategic  Alliance 


AT&T 


$1,062,000,000 
36  million  shares 
AT&T  Wireless  Group 
Directed  Share  Program 


The  largest  directed  share  program  ever  for  a  U.S.  issuer  needed 
the  innovation  and  experience  of  Lehman  Brothers,  a  global 
investment  bank,  and  the  technology  and  distribution  capabilities 
of  Fidelity  Investments,  a  premier  retail  brokerage  firm. 


Lehman  Brothers        Fidelity       investments* 

WE  HELP  YOU  INVEST  RESPONSIBLY5*" 

©20O)  Lehman  Brothers  Inc.    All  Rights  Reserved.    Member  SIPC. 


F  0  L  L  0  W-THROUGH 


Edited  bv  Susan  aJ 
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You're  Up, 
You're  Down 

i     JANUS  CAPIT\L,  THE  FUND  FAMILY 
A    that  graced  our  mutual  funds 
A    issue  cover  last  year,  has  gotten 
\    beaten  up  this  year.  During  the 
spring  market  selloff,  the  net 
asset  value  of  some  of  Janus' 
biggest  equity  funds  tum- 
bled 25°o  to  50%,  as  the 
funds'  top  holdings,  in- 
cluding Cisco  Systems 
and  Microsoft,  also  got 
k    hammered. 
3  Even  in  this  cli- 

mate, however,  Denver- 
based  Janus  is  one  of  the  few  fund 
companies  that  keeps  attracting  new 
money.  In  fact,  three  more  Janus  funds 
were  recendv  closed  to  new  investors — 


Flashbacks 


80  YEARS  AGO  IN  FORBES  September  4.  1920 

LaSTmSn  S  UrQedl  After  George  Eastman,  of  Kodak  fame,  got  a  sizable  factory  going 
and  was  turning  out  the  best  dry  plates  the  photographic  industry  had  ever  known,  suddenly  Eastman  could 
not  produce  a  single  good  plate.  Eastman  disappeared.  Four  weeks  passed.  Not  a  wheel  was  turning  in  the 
factory.  He  had  gone  to  Mawson  &  Swan  of  Newcastle,  whose  plates  were  the  best  in  England.  He  had 
bought  their  formula  and  had  worked  two  weeks  in  their  factory  to  make  sure  that  he  understood  every 
phase  and  kink  of  the  operation.  Without  loss  of  an  hour  the  Eastman  plant  began  to  hum.  The  stoppage  of 
the  factory  had  but  served  to  increase  the  clamor  for  goods-except  that  Eastman's  hair  had  turned  gray 
over  the  inexplicable  loss  of  his  art. 

40  YEARS  AGO  IN  FORBES/ JANUARY  I.  I960 

i  erilOUS  I  M&nT  The  jet  has  materialized  across  the  travel  industry's  horizon  like  a  con- 
quering king.  Yet  when  kings  make  conquests,  devastation  is  apt  to  follow.  Jets  promise  to  be  no  exception. 
They  raise  a  considerable  challenge:  How  to  keep  filling  seats  as  more  and  more  jet  liners  are  delivered? 
Most  airline  executives  feel  that  jet  competition  will  either  result  in  mergers  or  a  return  to  subsidy.  Warns 
American's  C.R.  Smith.  "I  don't  know  whether  all  the  airlines  are  going  to 
make  it  or  not." 

25  YEARS  AGO  IN  FORBES/MAY  I.  1975 

UlTim,  Umm,  Cheap  Remember  when  Campbell's 
soup  was  just  umm,  umm  good9  Well,  according  to  the  company's  new  ad- 
vertising, Campbell's  is  umm.  umm,  cheap,  too.  The  ads  urge  homemakers 
to  serve  soup  and  sandwich  suppers  one  night  a  week,  and  go  on  to  pro- 
claim: "Campbell's  in  the  cupboard  is  like  money  in  the  bank!"  What's  going 
on  here?  Who  took  the  sex  out  of  selling?  Is  the  Marlboro  Man  out  of  work, 
too?  Has  the  White  Owl  girl  gone  up  in  smoke?  Not  quite,  but  they  have 
been  upstaged  by  a  new  hard  (times)  sell.  Sensuality  has  been  replaced  by 
the  cents-off  sale.  F 
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the  immensely  popular  Worldwid*] 
well  as  Olympus  and  Global  Life 
ences.  Next  up:  the  spinoff  of  Ja 
Capital  and  other  mutual  funds  ov 
by  parent  railway-holding-comj 
Kansas  City  Southern  Industries. 

— Jade  I 

DECEMBER  14.  1998 

Wildcatting  Arouni 

WHEN  WE  LAST  CHECKED  IN  W< 
Apache  Corp.,  the  Houston-basec 
company  was  taking  a  contrarian  tl 
cutting  spending  and  selling  assed 
anticipation  of  lower  oil  prices.  Atj 
time  Apache's  strategv  seemed  It 
big  risk.  But  as  it  turns  out,  the  cc 
pany's  timing  was  impeccable, 
prices  dropped  last  vear,  Apatj 
quickly  snatched  up  high-vield  Caj 
dian  and  Gulf  of  Mexico  proper^ 
from  Shell  for  SI. 2  billion.  Since 
story  ran,  oil  prices  have  rebounc 
and  Apache's  revenues  are  up  60°/q] 
SI. 6  billion.  Its  stock  has  risen  16| 
to  a  recent  S60. 

Apache's   swollen   cash    reset 
Hearing  SI  billion,  will  help  fina^ 
an  expansion  of  the  company's  inter 
tional  exploration  and  drilling  pj 
grams  in  Egypt,  Canada  and  Austrau 

L\71tl  C\ 

NOVEMBER  I.  1999 


Soleless 


1  \M  YEAR  WE  1AUDED  THE  RISE 
trendy  shoemaker  Steve  Madden.  Ni 
for  the  spectacular  fall.  In  lune  the 
netic  entrepreneur  was  charged  with 
curities  fraud  and  money  launderi 
for  his  alleged  role  in  helping  t 
penny  stock  firms  manipulate  pub 
offerings,  including  his  own  compari 
1993  IPO. 

Madden  says  he's  innocent  and 
staying  put  as  chief  executive  off 
Long  Island  City,  N.Y.-based  compai 
whose  profits  more  than  doubled 
$1 1.5  million  last  vear  on  sales  th 
rose  90%  to  $163  million. 

— Kcllv  Barn 


NetJets: 

For  People 

Who  Value  Experience, 

Choice  and  Time. 


•r    ce  Counts 

itive  Jet,  Inc.  introduced  the 
t    ictional  aircraft  ownership  program, 
i     izmg  business  aviation  and  making 
ordable  than  ever  before.  This  year, 
than  180,000  flights  to  over  90 
cri  to  support  our  NetJets  fractional 
t    vners.  You  buy  only  what  you  need 
I   >ur  transportation  requirements. 
I'  ry,  costs  and  a  buyback  of  your  asset 
■  ed. 

c  Matter 

t    fers  12  different  types  of  the  world's 
st  and  most  reliable  light,  midsize  and 
aircraft  to  meet  our  owners'  varying 


needs.  In  2000,  we  will  operate  over  330  aircraft 
to  support  our  NetJets  owners.  Since  1997, 
NetJets  has  ordered  40%  of  the  world's  business 
jets  (over  600  aircraft  worth  $13  billion). 

Time  Counts 

NetJets  owners  gain  time  and  efficiency  while 
balancing  their  business  and  personal  lives. 
NetJets  programs  are  available  in  the  U.S., 
Europe  and  the  Middle  East.  Owners  can  fly  in 
any  NetJets  program  on  an  interchange  basis 
without  having  to  purchase  additional  shares. 

The  Industry  Leader 

Since  1 963,  we  have  gained  more  corporate 
aviation  experience  than  any  other  company. 
With  the  most  advanced  management  software 


system  in  corporate  aviation,  NetJets  provides 
you  with  the  world's  most  personalized  service. 
Benefit  from  our  experience...  have  more  aircraft 
choices...  and  gain  valuable  time.  Choose  NetJets 
and  find  out  how  affordable  the  ultimate  in 
business  and  personal  transportation  can  be. 

1-800-821-2299 

www.netjets.com 

NetJets^ 

fixtcurivi  n r___ __ _--- 

The  pioneer  and  worldwide  leader  in 
fractional  aircraft  ownership."" 

Executive  Jet  is  a  Berkshire  Hathaway  Company 
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The  dC/lllty  to  perform  in  synchrony. 
The  StBOlllty  to  dominate  when  others  are  tossed  by  the  currents. 

integtiiti'd  and  upgraded  with  the  latest  tet  h 


I 


www.agilera.com 


wide  view  on  your  desktop,  tailored  to  job  responsibility.  Application  services  from 


Run  with  the  swift.  Stand  with  the  strong. 


ON    MY    MIND 


Edited  bv  Tim  W.  FergJ 


Popular  Delusions 

An  implicit  subsidy  of  burgeoning  Fannie 
Mae  and  Freddie  Mac  must  be  held  up  to 
greater  scrutiny,  for  everyone's  sake. 


RICHARD  BAKER 

LOUISIANA  CONGRESSMAN,  CHAIRMAN  OF  THE  HOUSE 
BANKING  SUBCOMMITTEE  ON  CAPITAL  MARKETS 

In  171 1  the  South  Sea  Co.  received  from  the  English  Crown  a 
chartered  monopoly  on  trade  with  the  "New  World" — in 
short,  a  very  lucrative  implicit  subsidy. 

At  about  the  same  time,  Parliament  had  embarked  on  a 
plan  to  reduce  the  amount  of  publicly  held  debt,  and  the 
South  Sea  Co.  answered  the 


call.  It  became  both  the 
largest  holder  of  and  issuer 
of  benchmark  debt  in  Eng- 
land. The  company's  stock, 
unsurprisingly,  rose  within 
months  from  128  to  more 
than  1,000  pounds,  investors 
perceiving  that  government 
ties  made  the  company  too 
big  to  fail.  Soon,  however,  a 
downturn  in  trade  from  the 
Americas  caused  market 
nervousness. 

For  a  time  the  South  Sea 
Co.  put  off  the  inevitable  by 
repurchasing  its  own  debt 
offerings.  When  the  com- 
pany ultimately  tanked,  the 
Bank  of  England  stepped  in 
with  millions  to  assist  in  a 
government  bailout,  and  the 
executives  of  the  South  Sea  Co.  and  the  members  of  Parlia- 
ment who  sponsored  their  schemes  were  thrown  into  the 
Tower  of  London. 

This  is  a  funny  and  eerily  familiar  story  about  how  some 
government  subsidies,  initiated  with  the  best  intentions,  can 
lead,  it  not  properly  supervised,  to  disaster. 

Today  Fannie  Mae  and  Freddie  Mac,  sibling  housing- 
finance  corporations,  are  the  U.S.  versions  of  court  favorites. 
They  trade  as  privately  held  companies  but  they  have,  by  dint 
of  their  history  as  government-sponsored  enterprises,  a  mar- 
ket-perceived government  guarantee  of  their  debts.  The  non- 
partisan Congressional  Budget  Office  in  1996  estimated  that 
that  implied  subsidy  was  worth  $6.5  billion  a  year,  $2.5  bil- 
lion of  which  went  into  the  pockets  of  shareholders.  (The 
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"They  have  contributed  to  reducing  mortgage 

rates  but,  as  Chairman  Greenspan  points  out, 

'only  to  the  degree  that  they  pass  through  to  home 

buyers  part  of  their  government  subsidy.' " 


National  Taxpayers  Union  puts  those  numbers  at  $10  bill 
and  $3.5  billion  in  1999.)  The  two  companies'  annual  reti 
on  equity,  averaging  24%  in  the  late  1990s,  well  exceeds  th 
of  other  financial  institutions.  Not  surprisingly,  Fannie 
Freddie's  assets  quintupled  to  $962  billion  in  the  home  mc 
gage  boom  of  the  last  decade. 

This  state  of  affairs  is  attracting  criticism  from  all  quart' 
Ralph  Nader  calls  the  housing  finance  twins  "poster  child 
for  corporate  welfare."  The  American  Enterprise  Instit 
faults  the  federal  subsidy  for  "squeezing  out  private  sources 
mortgage  finance."  HUD  is  reporting  that,  despite  the  si 
sidy,  the  private  sector  outpaces  Fannie  and  Freddie  in  low- 
come  and  minority  lending.  The  Treasury  has  endorsed  a 
peal  of  the  credit  guarantees  that  underlie  the  subsidy.  A 
Alan  Greenspan  has  all  but  stated  that  the  two  compan: 
advantage  in  the  capital  markets  may  no  longer  be  necesse 
Now,  as  a  free-market  Republican,  I've  got  nothi 

against  unlimited  pro] 
fairly  gained.  What's  trc 
bling,  however,  is  the  lc 
sided  nature  of  the  arran 
ment,  suggesting  that  a 
profits  they  make  they  ke 
while  any  losses  are  the  t; 
payers'  to  pay.  True,  the  t 
entities  have  contributed 
reducing  mortgage  rat 
but,  as  Chairman  Greensp 
points  out,  "only  to  the  c 
gree  that  they  pass  throu 
to  home  buyers  part  of  th 
government  subsidy." 

No  wonder  Fannie  a 
Freddie  work  hard  to  wa 
away  the  facts  about  the  si 
sidy.  But  I've  asked  the  CBO 
recalculate  the  numbers,  a 
the  Fed  will  monitor  the  i 
suits.  Expect  them  at  the  fi 
of  next  year.  Meantime,  I  have  introduced  a  bill  to  establisl 
single  independent  oversight  board  to  monitor  both  the  soun 
ness  of  government-sponsored  enterprises  and  their  missi' 
compliance.  The  talented  lobbyists  employed  by  these  two  e 
tities  have  been  turned  full  force  against  my  bill,  but  knov 
edgeable  opinion,  such  as  that  in  the  financial  press,  is  not  bt 
ing  their  line. 

The  economy  is  strong  now,  and  Fannie  and  Freddie  a 
financially  safe.  But  my  greatest  goal  is  to  see  that  taxpay< 
are  never  asked  to  pick  up  the  tab  on  trillions  of  dollars 
their  debt.  Stronger  oversight  will  benefit  the  compani 
themselves  and  their  investors,  who,  while  continuing 
prosper,  should  also  thrive  with  the  steady  certainty  that  th( 
safe  investment  will  never  go  the  way  of  the  South  Sea  Co. 
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^Celanese 


creative 

Creativity  will  be  a  deciding  factor  for  chemical  companies  in  the  future. 

It's  time  for  new  ideas.  Time  for  unique  and  inventive  solutions  to  replace  well-worn  paths, 
thrive  on  innovative  thinking.  Our  team  embraces  the  challenges  of  tomorrow. 

That's  a  spirit  we  encourage  in  the  workplace,  in  new  business  processes,  in  new  technologies. 
Our  goal  is:  To  offer  our  customers  the  greatest  possible  value  by  integrating  cutting  edge  solutions. 


Celanese  AG.  A  global  leader  in  the  chemical  industry,  www.celanese.com 


cz 

NYSE 


[*hese  J.ixs.  small  corporate  mistakes  can  equate  to  big  insurance  risks. 
I  li.it \  wh)  you  need  an  insurance  partner  who  knows  your  business 
inside  and  out.  One  that  has  walked  a  mile  in  your  shoes.  And  one  that 
can  provide  the  best  possible  coverage,  in  130  countries  worldwide, 
lor  extremely  serious  matters  like  employment  liability. 


ROYAL  &  ^ 


"^SUNALLIANCE 

You  Have  Our  Attention.* 


C  2000  Royal  &  SunAlliance  USA.  Charlotte.  NC  28273       A  member  of  the  worldwide  Royal  &  SunAlliance  Insurance  Group  pk       www.royalsunalliance-usa.com 


f ACT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


RELIEF-BEFORE  IT'S  TOO  LATE? 

At  least  the  Fed  has  stopped  turning  the  tourniquets,  but  the  time  is  coming  soon  for  it  to 
ease.  Real  rates  are  much  too  high  and  will  do  real  harm.  Don't  dawdle  on  this  one,  Alan. 

LESSONS  BLOODILY  LEARNED 


rllS  YEAR  MARKS  THE  50TH  ANNIVERSARY  OF  THE  BEGINNING 
f  the  Korean  War  and  the  25th  anniversary  of  the  end  of  the 
ietnam  War.  Both  conflicts  left  the  American  people  deeply 
issatisfied,  and  the  Vietnam  debacle  almost  undermined  our 
forts  to  win  the  Cold  War.  Future  policymakers  should  take 
>  heart  the  constructive  lessons  of  these  two  engagements. 

President  Harry  Truman  was  right  to  commit  the  U.S. 

inder  the  cover  of  the  United  Nations)  to  defend  South  Korea. 

communist  victory  on  that  peninsula  would  have  intensified 

otent  neutralist  and  leftist  forces  in  Japan,  thereby  preventing 

s  close  and  critical  alliance  with  the  U.S.  during  the  Cold  War. 

Our  intervention  made  clear  to  Stalin  and  Mao  that  the 
J.S.  was  willing  to  shed  blood  to  con- 
lin  communism.  Our  swift  response 
)  North  Korea's  invasion  gave  embry- 
nic  NATO  credibility  as  a  deterrent  to 
oviet  probes  in  Western  Europe. 

Let  statesmen  today  learn  from  the 
listakes  made  in  waging  the  Korean 
Var.  Even  though  it  was  clear  by  1950 
hat  we  were  engaged  in  a  Cold  War 
rith  Moscow,  we  foolishly  let  U.S.  mil- 
tary  strength  deteriorate  from  im- 
iressive  WWII  peaks.  Our  army  in 
apan  was  a  fighting  force  in  name  only.  Draftees  from  the 
J.S.  with  inadequate  training  were  hastily  shipped  in  to 
outh  Korea  to  try  to  stem  the  North  Korean  tide. 

This  derelict  rundown  of  the  military  was  easily  rational- 
zed  at  the  time.  We  were  building  more  nukes  than  the  Rus- 
ians,  so  we  could  neglect  our  traditional  forces.  One  hears  the 
ame  myopic  rationalizations  today  in  the  aftermath  of  the 
>outh/North  Korea  summit:  Do  we  really  need  tens  of  thou- 
ands  of  troops  in  an  area  where  the  likelihood  of  war  seems 
o  be  receding?  Why  bother  with  a  missile  defense  shield? 

As  for  the  Korean  War  itself,  the  Truman  Administration 
ladn't  the  foggiest  notion  of  what  our  military  objectives 
hould  be:  Save  only  the  South  and  halt;  or,  instead,  go  north 
md  destroy  the  regime  that  started  the  conflict.  Only  after 
China's  intervention  and  our  own  counteroffensive  in  the 
•pring  of  1951  did  the  policy  of  status  quo  ante  emerge. 
:ven  then  it  took  a  nuclear  threat  from  incoming  President, 


South  Korean  troops  at  the  Demilitarized  Zone 
underscore  how  precarious  is  the  peace. 


Dwight  Eisenhower,  in  1953  to  achieve  an  armistice. 

One  positive  legacy  of  that  war  is  Taiwan,  now  a  vibrant 
democracy.  Washington  was  resigned  to  Taiwan's  being  oc- 
cupied by  the  triumphant  Chinese  communists  after  China's 
1949  civil  war.  When  the  Korean  conflict  began,  suddenly 
Taiwan  became  an  area  we  felt  we  had  to  defend. 

Another  lesson  of  Korea:  Have  a  clear  sense  of  your 
strategic  priorities.  In  a  subsequently  notorious  speech  given 
before  the  conflict,  Secretary  of  State  Dean  Acheson  conspic- 
uously left  out  South  Korea  as  an  area  of  our  vital  interests. 

Americans  found  the  outcome  of  the  Korean  War  deeply 
frustrating,  coming  so  soon  after  our  sweeping  victories 
against  formidable  foes  in  WWII. 
How,  they  wondered,  did  we  end  up 
with  a  bloody  stalemate  like  this,  with 
the  aggressors  still  in  power? 

Lyndon  Johnson  learned  all  the 
wrong  lessons  of  Korea.  He  thought 
we  could  wage  a  low-key,  limited  war 
in  Vietnam  a  la  Korea:  leave  the  North 
Vietnamese  in  power  in  the  North, 
and  fight  to  save  only  the  South.  John- 
son's strategy  was  a  war  of  attrition,  a 
disastrous  choice  for  a  democracy.  The 
patriotic  and  moral  spirits  of  Americans  were  never  mobi- 
lized, leading  to  deep  unease  and  eventually  disaffection  and 
opposition.  LBJ  never  understood  the  politics  of  warfare,  but 
the  Chinese,  Russians  and  North  Vietnamese  did — all  too 
well.  Politically,  also,  the  clock  had  run  out. 

So  we  lost  the  Vietnam  War.  But  in  a  larger  sense  that  war 
was  a  battle  in  the  Cold  War,  which  we  did  win.  U.S.  involve- 
ment in  Vietnam  also  saved  Indonesia  from  a  communist 
coup  in  1965  and  gave  other  regional  states  time  to  get  on 
their  feet,  politically  and  economically. 

These  conflicts  make  clear  tried-and-true  yet  easily  forgot- 
ten truths:  Maintain  a  strong  and  capable  military — you  never 
know  when  a  crisis  might  erupt  that  calls  for  a  rapid  response; 
and  have  a  clear  sense  of  what  your  objectives  and  vital  interests 
are.  Unlike  with  monarchies  or  modern  dictatorships,  which  can 
treat  deployments  and  commitments  as  moves  on  a  chessboard, 
the  consent  of  a  democracy  must  be  sought  and  maintained. 
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FACT     AND      COMMENT 


SHOOT  THE  MESSENGER! 


THE  EUROPEAN  COMMISSION,  A  BUREAUCRACY  THAT  PROPA- 
gates  regulations  and  is  trying  more  and  more  to  govern  the 
1 5  nation-members  of  the  European  Union,  has  a  pretty  thin 
skin.  In  April  it  released  a  report  lambasting  several  British 
newspapers  for  allegedly  biased  reporting  on  what  these  bu- 
reaucrats have  been  doing.  The  irreverent  papers  were  ac- 
cused of  engaging  in  "scaremongering,"  "jingoistic  rubbish" 
and  "paranoia."  Moreover,  the  Commission  fretted  that  the 
British  press  was  infecting  other  media  on  the  Continent 
with  its  less-than-worshipful  reporting. 

It  isn't  as  if  these  Brussels-based  paper  shufflers  haven't 
done  some  pretty  ridiculous  things,  such  as  trying  to  ban 
prawn-flavored  chips  and  regulating  the  sound  level  of  lawn 


mowers.  Under  the  circumstances,  is  it  any  wonder  peoj 
would  believe  a  rumor  such  as  Brussels'  being  about  to  iss 
a  decree  on  the  size  of  condoms?  Here  is  an  institution  tl 
only  a  year  ago  was  rocked  by  eye-popping  allegations 
widespread  corruption  and  is  relentlessly  trying  to  gain  po 
ers  that  would  have  had  despotic,  absolutist  monarchs  su 
as  Louis  XIV  drooling.  A  crucial  way  for  these  faceless  fir 
glers  to  be  held  to  any  kind  of  accountability  is  through  a  v 
orous,  skeptical,  probing,  critical  free  press. 

Too  bad  the  British  attitude  toward  Brussels  is  not  mc 
in  evidence  in  the  American  media  when  it  comes  to  diggi 
deeply,  persistently,  into  the  never-ending  scandals  of  t 
Clinton/Gore  Administration. 


DON'T  BAT  THE  PITCHER! 


m 

^ 


BATTERS  ARE  HITTING  A  RECORD  NUM- 
ber  of  home  runs  this  year,  continuing  a  trend 
that  began  in  1994.  Some  speculate  that  the  ball  in 
use  today  is  "juiced-up,"  and  a  formal  study  is  being 
conducted  for  Major  League  Baseball  at  the  University 
of  Massachusetts  to  determine  if  that  is  so.  Other  possi 
ble  causes  include  hitters  muscling  themselves  up  as 
never  before  during  the  off-season,  the  creation  of  smaller 
baseball  parks  and  a  general  decline  in  the  quality  of  pitch- 
ing (every  time  there  is  an  expansion  of  the  leagues,  the 
theory  goes,  the  pitching  talent  pool  is  stretched  thin, 
and  batters  have  a  field  day,  so  to  speak). 

A  few  national  pastime  aficionados  fret  that 
homers  are  becoming  so  common  that  fans  will 
become  bored.  Not  likely — slugfests  make  for 
great  entertainment.  Pitching  duels  can  lead  even  the  most 
ardent  enthusiast  to  suppress  an  occasional  yawn.  Not  so 
when  balls  are  flying  all  over  the  place. 

As  for  the  notion  that  pitchers  aren't  up  to  par  with  their 
ancestors,  call  that  theory  a  "foul."*  Teams  now  scour  the 
world  for  talent — Mexico,  Japan,  South  Korea,  Cuban 


«» 
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refugees,  etc.  If  anything,  the  moundster's  task  is  less 
grind  these  days  thanks  to  the  development  of  the  i 
of  relief  pitching. 

There  are  several  steps,  however,  that  Major  Leag 

Baseball  should  take — but  probably  won't — to  brinj 

wee  bit  more  balance  to  the  game: 

Umpires  should  be  forced  to  observe  a  unifor 

strike  zone,  the  one  described  in  Major  Leag 

Baseball's  own  rulebook.  Now,  incredibly,  ea 

ump  gets  to  indulge  his  own  notion  of  wh 

that  zone  is.  Baseball  mandarins  havei 

bothered  to  enforce  the  rule. 

•  The  American  League's  desi 
nated  hitter  rule  should  be  co 
signed  to  Jurassic  Park. 
•The  pitching  mound  used  to  be  15  inches  high,  but  it  w 
clipped  31  years  ago  to  10  inches  to  generate  more  hitting, 
could  always  be  jacked  up  an  inch  or  two. 

If  pitchers  arc  handicapped,  blame  aluminum  bats,  which  arc  lethal  against  fastball 
Upcoming  pitchers  thus  go  tor  breaking  balls  rather  than  speed,  so  they  don't  dew 
the  inside  Siepowa  needed  to  duel  with  wood- wielding  major  leaguers. 
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RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Tom  Jones  and  Patrick  Cooke 

•  Pinocchio- 1748  First  Ave.,  between  90th  and  91st  Sts.  (Tel.: 
828-5810).  Reopened  after  five  years,  this  new  space  is  wonder- 
ful— and  back  are  the  splendid  food  and  caring  service.  The  pas- 
tas are  some  of  the  best.  Also  noteworthy:  polio  scaparello 
(chicken,  rosemary,  artichokes,  mushrooms,  lemon  and  white 
wine)  and  pork  chop  alia  pizzaiola.  Desserts  are  mouthwatering. 

•  Lola-30  West  22nd  St.  (Tel.:  675-6700).  Still  going  strong,  but 
not  aging  well.  Service  is  officious  and  lax;  the  food,  a  major  dis- 
appointment. Fried  calamari  is  rubbery  and  cold;  fried  chicken, 
dry  and  tepid;  desserts,  not  worth  the  wait.  Prices  have  increased 
in  proportion  to  the  decline  in  the  quality  of  food  and  service. 

The  Oak  Room- the  Plaza  Hotel,  768  Fifth  Ave.,  at  Central 


Park  (Tel.:  546-5330).  A  unique  and  beautiful  space,  with 
food  better  than  it's  ever  been.  But  the  service  is  as  bad  as 
gets — inexcusable  at  $100-plus  per  person.  Side  dishes  a 
served  on  top  of  butter  dishes,  wine  is  spilled,  dishes  are 
moved  before  everyone  is  finished,  and  there  are  long  perio 
when  the  wait  staff  disappears. 

•  Bondi  Ristorante-7  West  20th  St.  (Tel.:  691-8136).  Wond 
ful  Sicilian  fare — day  or  night — and  the  $20  prix  fixe  km 
is  one  of  the  best  values  in  the  city.  The  zesty  ginger  fen 
soup,  crusty  pizza  margherita  and  tiramisu  are  delicious,  e 
pecially  accompanied  by  a  crisp  Orvieto  white  wine.  Sit  in 
lovely  rear  garden  and  enjoy  the  soothing  fountain. 
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Skelf  Wortk 


Desktop,  Bedroom  to  Boardroom  - 
's  Executive  Stereo  Sounds  Sensational. 

rith   it's   beautiful,   low  profile  design   and  brilliant 
>und  our  FS  Series  Executive  Stereo  makes  a  dramatic 

ezsior    r,  ?ny  roorr     Tl  -ee  '   :'.e:   jffer an  attractive 
range  of  design  and  performance  features. 


Handsome  low  profile  console 

■  Horizontal  motor-driven  sliding  CD  door 

Three  different  finishes  to  complement  any  decor 

Built-in  clock  timer  with  battery-free  backup 

■  Active  Hyper-Bass  PRO 
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For  your  nearest  authorized  JVC  dealer  call  1  -800-252-5722  or  I  \Jf  ^^ 

visit  our  web  site  at:  www.jvc.com  fcrf    W    W 


SURIliS 


We  know  a 
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Mexican. 


VV 


i* 


Q 


Motorcycles 


K1200LT    www.bmwusacycles.com 


OTHER  COMMENTS 


We  can  now  appreciate  why  Ralph  Nader  is  running  on  the  "Green"  ticket.  His  net  worth 
is  a  cool  $3.8  million,  and  he  owns  over  a  $1  million  worth  of  Cisco.  Green,  indeed. 

—ALAN  ABELSON,  Barron's 
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r  ishy  What  does  Kim  Jong  II  want  so  much  that  he  has 
changed  his  public  persona?  Is  he  now  seeking  to  create  a  new  so- 
cialism with  Korean  characteristics,  as  Beijing  has  suggested,  in 
order  to  stave  off  certain  regime  collapse,  or  is  he  simply  angling 
for  more  goodies  from  Seoul,  Tokyo  and  Washington?  We'd  advise 
against  an  enthusiasm  to  match  that  which  greeted  China's  open- 
ing to  the  world  by  Deng  Xiaoping.  The  reality  is  that  the  North's 
Stalinist  structure  must  crack  before  it  makes  sense  for  money  to 
enter.  And  besides  the  smiles  and  hugs  we've  seen  from  [the  sum- 
mit] photo-ops,  there  is  no  evidence  yet  that  this  will  happen.  Just 
because  North  Korea  allowed  us  to  peep  into  it  once  in  50  years, 
like  an  even  stranger,  nasty  version  of  Brigadoon,  does  not  mean 
it  has  embraced  glastnost.  And  without  that,  forget  perestroika. 

— Far  Eastern  Economic  Review 

C>neCK  V  alve  There  are  fewer  and  fewer  workers  for 
each  person  getting  monthly  Social  Security  checks.  In  1945 
there  were  42  payers  for  each  recipient.  In  1950, 17.  Now,  3.4. 
In  15  years,  2.8.  Combine  the  shrinking  base  of  payers  with  an 
increasing  array  of  benefits,  and  you  have  a  problem.  Survivors 
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and  disabled  people  now  get  more  than  a  third  of  Social 
curity  payments.  Which  means  a  third  of  the  money  you  j 
isn't  available  for  retirement  benefits,  yours  or  anyone  else' 
These  mounting  burdens  explain  why  Social  Security 
has  risen  from  an  annual  maximum  of  $60  a  worker  when  I 
program  started  to  the  current  $9,448.  If  you  say  that  the  < 
ployer's  Social  Security  contribution  is  really  the  employe 
money,  which  many  economists  believe,  some  80%  of  1 
workers  pay  more  Social  Security  tax  than  federal  income  t 

—ALLAN  SLOAN,  News 

ClaWS  and  Effect  When  I  cooked  on  a  charter  yacht  | 
the  U.S.,  I  wanted  to  bring  back  some  steamer  clams  and  j 
lobster  for  my  brother,  to  convince  him  that  New  Eng 
seafood  was  the  best.  The  customs  officer  heard  the 
scrabbling  away  in  my  bag  and  said  I  couldn't  bring  the 
through  if  they  were  alive.  Can  I  if  they  are  dead,  I  asked? 
said  the  customs  officer.  So  I  took  off  my  brooch  in  order  to  ( 
the  pin  through  the  brain  of  each  lobster.  What  are  you  doii 
said  the  officer.  I  was  planning  to  kill  them,  I  replied.  Not  in  1 
of  me,  you're  not,  says  the  officer.  I  got  them  through  alive. 

—CLARISSA  DICKSON  WRIGHl 
in  Two  Fat  Ladies:  Gastronomic  Adventure 
by  Jennifer  Paterson  and  Clarissa  Dickson  Wr 

1 IIIIC  Lines  There  is  a  lot  that  Internet  entreprenet 
know  that  Washington  and  Shakespeare  didn't:  about  ins 
messaging,  animated  films  and  corporate  synergy,  for 
stance.  There  are  some  things  that  Washington  and  Sha 
speare  knew  that  today's  entrepreneurs  have  forgotten: 
is  that  proper  attire  reflects  a  well-ordered  mind.  Another 
that  there  is  grace  in  life's  separations  and  purpose  in  its  i 
riety:  There's  a  difference  between  a  business  lunch  and  i 
country  picnic,  between  Tuesday  and  Saturday. 

—MARK  GERSON,  USA 

Animal  Print  According  to  the  Associated  Press 
the  New  York  Times  stylebooks,  we  [writers]  are  to  use ' 
or  "which"  when  referring  to  an  animal  unless  the  ar 
has  a  name.  Then  we  are  to  use  "who"  or  "whom."  The  Ne 
York  Times  offers  still  one  further  consideration:  Even  if  I 
animal  doesn't  have  a  name,  we  are  to  use  "who"  or  "whom! 
when  we  are  able  to  determine  the  animal's  sex.  So  I  guesJ 
it's  he  who,  she  who — and  hee-hee,  ha-ha.  You  figure  it. 

—TOM  HUNTFK,  Effective  Communications  GroJ 


New  Jersey  man 
attaches  sucks.com 
to  over  500  respected  \ 
dojnmnnames__ 

By  Michael  Mullen 
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THE  SCARY  THING  IS,  HE'S 
JUST  GETTING  STARTED. 


v  can  you  begin  to  maintain  your  domain  names  when  others  are  trying  to  infringe  on  them? 
idNames"  from  Network  Solutions*  idNames  is  the  world's  most  experienced  domain  name 
lagement  provider,  with  a  full  range  of  services  that  search,  register,  maintain  and  secure  your 
>  Addresses  in  over  192  countries.  No  wonder  over  500  leading  companies  depend  on 
ames  to  help  protect  their  Web  identities.  Call  us  to  find  out  how  we  can  help  protect  yours. 
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IT  WAS  BOB  AND  SUE'S  second  honeymoon. 

They  wanted  to  stay  at  a  four-star  hotel 
in  Palm  Beach. 

Your  online  travel  planner  misread  their  profile 
and  you  booked  them  at  the  Four-Star  Motel 
in  Palm  Beach. 


They  loved  the  free  local  calls 


Don't  be  afraid  to  look  your  customer  in  the  eye. 

>et  beyond  the  service  you  offer  and  into  the  customer  experience  you  deliver. 

"esult  is  a  less-detached,  more-connected  relationship.  We  can  help  immediately. 

See  who  we've  helped  and  how  at   www.egain.com  1-877-209-GAIN 


eGain 
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Hashcom's  Chief  Technology  Officer  -  Michael  Jones. 

"AT&T  Business  Network  gave  us  a  single-source. 
Web-based  networking  solution  that  easily  keeps  up 
with  our  company's  rapid  expansion." 
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Take  me 

to  the  corner  of  Speed  and  Integratio 


Hurry,  I'm  on  Internet  time,  nashcom.  one  of  thenar 

leading  broadband  service  providers,  wanted  a  more  innovative  and  cost-effective  communications 
network  that  adapts  as  their  company  expands.  They  also  wanted  to  manage  the  solution  in 
a  Web  environment.  AT&T  Business  Network  provided  Flashcom  an  integrated  network 
solution  consisting  of  a  full  range  of  data,  IR  wireless,  local,  international  and  long  distance 
services.  All  through  one  contract  one  monthly  bill  and  a  single  point  of  contact  for  cus- 
tomer care.  And,  AT&T  Business  Network  allows  Flashcom  to  order  services,  track  maintenance 
requests  and  pay  charges  -  all  online.  If  your  company  wants  simplicity  and  cost-effectiveness  from 
a  company  that  can  grow  with  you,  let  AT&T  Business  Services  take  you  there  -  now. 


AT&T 


Business  Services    |    I  800  ATT- 3  1 99    |   www.att.com/business_service! 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  Chairman 


THE  TWO  KOREAS  SUMMIT 


FOR  THOSE  WHO  BELIEVE  WHAT  THEY  WANT  TO  BELIEVE, 
the  recent  South/North  Korea  summit  was  an  enormous  suc- 
cess, portending  a  180-degree  turn  in  North  Korea's  policies, 
attitudes  and  threats.  Reading  some  of  the  newly  revised, 
"politically  correct"  views  of  North  Korea's  president,  Kim 
Jong  II,  readers  could  be  excused  if  they  suddenly  felt  a  warm 
affection  for  this  "cherubic"  (sic,  the  New  York  Times)  figure 
and  forgot  about  the  true  nature  of  this  "kindly  jailer  of  20 
million  North  Koreans"  (Wall  Street  Journal). 

The  ever  active  antimilitary  lobby  in  the  U.S.  sprang  into  ac- 
tion, offering  all  manner  of  hopes  and  arguments  for  changes  in 
foreign  policy:  Because  North  Korea  is  no  longer  a  "rogue"  state, 
the  U.S.  has  no  need  to  keep  37,000  troops  on  the  Korean 
peninsula;  and  we  certainly  should  not  proceed  with  a  limited 
missile  defense  because  it  is  anathema  to  the  newly  nice  Kim 
Jong  II.  Only  one  article,  by  Nicholas  Eberstadt  of  the  American 
Enterprise  Institute,  was  rude  enough  to  remind  readers  that 
Kim  Jong  II  was  "the  man  behind  the  Rangoon  bombing,"  in 
which  17  top  aides  to  South  Korea's  president,  including  4  cab- 
inet ministers,  were  murdered  in  1983.  Well,  nobody's  perfect. 

One  analyst's  reaction  is  that  we  may  no  longer  need  ten 
Army  divisions  and  could  cut  that  figure  to  seven  (Brookings 
Institution).  Other  people  feel  that  with  North  Korea  now  so 
"fundamentally  changed,"  the  basis  of  U.S.  military  budgeting 
strategy — being  able  to  fight,  and  win,  two  major  regional  or 
theater  wars  simultaneously — is  also  unnecessary.  All  this  be- 
cause Kim  Jong  II  went  to  the  airport,  met  his  South  Korean 
counterpart,  Kim  Dae  Jung,  and  shook  hands  with  him. 

Of  course,  this  euphoria  is  wishful  thinking.  Nothing  of  real 
substance  emerged  from  the  Pyongyang  meeting  other  than  that 
the  South  agreed  to  give  the  North  $450  million  in  aid.  North 
Korea  will  now  be  able  to  stagger  along  for  a  few  more  months 
without  risking  contamination  by  begging  from  the  West.  For- 
tunately there  are  some  American  military  officials  who  have  not 
forgotten  the  North's  ongoing  aggression  against  the  South — its 
infiltration  of  spies  and  ships — nor  have  they  forgotten  that  the 
North  has  a  large  military  force  poised  along  the  Demilitarized 
Zone  (DMZ),,some  35  miles  from  Seoul.  These  same  officials 
also  remember  that  four  years  after  North  Korea  signed  the 


Agreed  Framework  (another  of  our  vain  attempts  to  persuade 
the  North  to  stop  working  on  its  nuclear  weapons  capability),  it 
exploded  a  sophisticated  three-stage  missile  over  Japan.  Worse,  it 
is  continuing  to  work  on  an  improved  version  of  this  missile, 
one  that  will  be  able  to  reach  Hawaii,  Alaska  and  other  potential 
U.S.  targets.  And  our  woolly-thinking  State  Department  still 
believes  it  can  trust  any  promise  that  Kim  Jong  II  makes. 

We  have  curtailed  some  of  our  joint  military  exercises  with 
South  Korea  (too  provocative?),  and  we  continue  to  supply  hun- 
dreds of  millions  of  dollars  in  aid  to  North  Korea.  We  have  cho- 
sen to  ignore  the  fact  that  only  last  winter  the  North's  desperately 
poor  government  managed  to  conduct  its  largest  military  exercis- 
es in  years  (clearly  not  provocative),  close  enough  to  the  border 
with  South  Korea  to  raise  questions  as  to  whether  these  were 
maneuvers  or  the  beginning  of  something  far  more  serious. 

Predictably,  in  the  wake  of  the  Pyongyang  summit,  the 
Clinton  Administration  ended  a  50-year-old  embargo  on  trade 
with  North  Korea,  presumably  a  reward  for  the  North's  not 
spoiling  the  summit  with  any  further  murders.  The  North  did 
promise  not  to  test  any  more  deadly  missiles — but  nothing 
was  said  about  not  building  any  more.  Someone,  however,  for- 
got to  tell  the  State  Department  about  all  this  goodwill;  North 
Korea  still  remains  on  its  list  of  nations  sponsoring  terrorism. 

Despite  all  the  aid  the  North  has  been  given,  its  economy 
remains  in  desperately  poor  condition.  The  country  faces 
more  major  starvation,  which  will  require  further  interna- 
tional relief  efforts.  None  of  this  can  be  monitored,  however, 
because  of  the  North's  "antiforeigner"  policy. 

With  all  the  experience  we've  had  trying  to  appease  brutal 
dictators,  we  should  have  learned  that  some  people  cannot  be 
trusted.  If  Kim  Jong  II  has  really  changed  and  is  indeed  "cheru- 
bic" and  "displaying  some  vision,"  he  could  demonstrate  this  by 
removing  his  heavy  artillery  from  directly  behind  the  DMZ.  And 
because  apologies  are  big  in  Washington  right  now,  he  might 
even  consider  saying  he  is  sorry  that  his  minions  murdered  so 
many  South  Koreans  in  Rangoon.  But  this  would  no  doubt 
seem  to  be  an  unnecessarily  cynical  response  to  what  some 
may  see  as  the  splendid  beginning  of  a  new  relationship  that 
opened  with  Kim  Jong  II  extending  his  hand  to  Kim  Dae  Jung. 


TIME  FOR  NEW  WINDOWS  AT  THE  PENTAGON 

China  recently  acquired  a  building  overlooking — and  capable  of  overhearing — the  Pentagon.  This  building  is  for 
Xinhua,  China's  news  agency,  which  "helps"  the  Ministry  of  State  Security  (China's  version  of  the  KGB).  But  China 
failed  to  get  the  required  State  Department  permission  to  buy  the  building.  Will  we  do  anything  about  it?  F 
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You've  got  to  look  at  every  angle  if  you 
want  to  build  a  solid  e-business.  That's 
where  our  e-Tax  Solutions  come  in.  Our 
strategic  approach  can  help  you  find  tax 
opportunities  where  you  might  not  expe( 
them  initially.  And  that  can  help  you 
make  the  kinds  of  decisions  that  spell 
success  for  any  business. 

For  further  information,  contac 

Jeffrey  M.  Stein, 
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It's  time  for  clarity." 


DIGITAL   RULES 


By  Rich  Karlgaard,  publisher 


publisher@forbes.com 


DOUBTING  DOW? 


WHAT  IF  1999  TURNED  OUT  TO  BE  LIKE  1966,  WHEN  THE  DOW 
touched  1000  for  the  first  time  on  Jan.  18?  For  you  trivia 
ouffs,  it  was  an  interday  high,  interpolated  from  the  day's 
peak  zooms  and  whifferdils  and  therefore  regarded  as  theo- 
retical. Whether  the  Dow  in  fact  broke  1000  in  1966  is  a  gnat 
for  the  Krugmans,  Thurows  and  Shillers  to  strain.  (For  the 
record,  the  Dow's  highest  close  that  year  was  995.15,  on 
Feb.  9).  What's  beyond  dispute  is  that  the  Dow  got  its  hooks 
into  1000,  finally  (and  no  doubt  exhausted),  on  Nov.  14, 
1972.  It  took  almost  seven  years  to  make  it  official. 

The  Dow  of  our  day  smashed  10,000  on  Mar.  16,  1999. 
This  number  blew  on  past  to  11,500,  stalled,  dropped  to 
9,700  and  now  seems  trapped  in  a  narrow  trading  range, 
going  back  and  forth  like  a  bald  eagle  in  a  cage  at  the  zoo. 
Perhaps  the  Dow  is  simply  nervous  about  what  it  sees.  Let's 
try  to  figure  out  why. 

A  little  historical  comparison.. . .  President  Kennedy  pro- 
posed a  $10  billion  tax  cut  in  1962,  always  an  act  of  courage 
in  a  recession  but  even  more  so  when  your  political  capital's 


has  set  the  cost  of  federal  funds  at  4.5%  over  any  detectable 
annual  core  inflation.  Rates  of  3%  over  inflation  are  never 
justified;  therefore,  the  Fed's  strange  action  can  mean  just  one 
or  two  things.  Alone,  and  against  all  evidence,  the  Fed  reckons 
core  inflation  at  something  like  3.5%,  not  2%.  Or  it  is  doing 
what  Greenspan  denies  it  would  ever  do — shooting  at  the 
stock  market. 

•  Presidential  and  congressional  support  of  free  trade  is  wan- 
ing. Bill  Clinton  and  Al  Gore,  in  the  hopes  of  getting  the  lat- 
ter elected,  have  blown  air  kisses  to  John  Sweeney  and  the 
Seattle  mob,  and  the  Republican  Congress,  shifty-eyed  and 
blow-dried,  its  wet  thumb  in  the  air,  has  performed  little  bet- 
ter. This  is  truly  sad.  Suppose  Greenspan  is  correct  and  infla- 
tion is  our  bugaboo.  Then  free  trade  is  our  answer.  Free  trade 
lets  America  export  its  inflation — precisely  to  countries  that, 
like  Japan,  so  desperately  want  it. 

•  Presidential  and  congressional  support  for  more  immi- 
gration of  skills-based  workers  is  weak.  This  is  appalling. 
The  only  place  where  the  Fed  can  locate  a  pulse  of  infla- 


Deen  nuked  by  an  event  like  the  Bay  of  Pigs.  Tough  guy,  good     tionary  pressure  is  in  wages  and  salaries  for  skills-based 


instincts.  Kennedy's  cuts  were  passed  by  the  88th  Congress 
in  February  1964.  The  stock  market  boom  that  had  begun  in 
1946  soon  reignited.  Between  February  1964  and  January 
,  1966  the  Dow  zoomed  26%,  from  790  to  1000. 

Looming  Catastrophies 

Enter  President  Lyndon  Johnson,  a  political  hack  who  grew  up 
rJiinking  wealth  creation  meant  shaking  down  Austin  car  deal- 
ers and  Fort  Worth  oilmen  and  who  figured  investment  in  the 
future  meant  having  enough  wallet  whipout  to  fund  a  vote 
scam.  As  President,  Johnson  launched  one  battle  and  escalated 
another:  against  poverty  and  North  Vietnam.  The  record 
shows  LBJ  made  a  dog's  breakfast  of  both,  micromanaging  the 


workers,  particularly  in  technology.  Here,  demand  is  wildly 
outrunning  supply.  So  open  the  doors  wider,  knuckleheads. 
Set  up  job  fairs  in  Bangalore  and  Taipei  and  hand  out  free 
boat  tickets.  Heck,  we'll  lend  the  FORBES  Highlander  and 
hot-air  balloons. 

•  American  military  capability  has  slipped  perilously  dur- 
ing the  Clinton  years.  Someday — maybe  sooner  than  any  of 
us  expect— it  will  have  to  be  rebuilt.  Today  we  spend  3.5% 
of  our  GDP  on  the  military.  That  rivals  the  lows  of  the 
Carter  years  and  of  the  isolationist  1930s.  President  Reagan 
got  the  spending  popped  back  to  7%,  but  at  the  cost  of  $1 .4 
trillion  in  new  debt,  which  kept  interest  rates  artificially 
high  during  his  eight  years.  Reagan's  debt  has  always 


/hole  way.  He  eventually  funded  the  losses  with  a  printing     seemed  cheap  to  me,  inasmuch  as:  a)  the  greatest  threat  to 


press.  Then  Richard  Nixon  repeated  the  entire  mess. 

In  the  days  following  Jan.  18, 1966,  the  market  sniffed  the 
air  and  surely  sensed  the  shenanigans.  It  went  flat.  Well,  let's  be 
truthful.  The  Do.w  went  flat.  The  average  non-Dow  stock  fell 
75%  between  1968  and  1974. 

Likewise,  the  Dow  of  today  is  flat  and  nervous,  masking 
carnage  below.  What's  making  it  nervous?  As  in  1966,  loom- 
ing policy  catastrophies.  Specifically: 

•  Federal  taxes  have  crept  up  as  a  share  of  GDP,  from  18%  to 
21%  during  the  past  eight  years — the 
highest  level  since  WWII. 

•  The  Federal  Reserve  is  trigger-happy.  It 


□ 


civilization  and  freedom,  the  Soviet  Union,  pondered  the 
Reagan  defense  hikes  and  folded  its  cards,  and  b)  the  Amer- 
ican economy,  from  1981  to  1989,  roared  back  with  such 
force  as  to  double  the  asset  value  of  the  U.S.,  from  $17  tril- 
lion to  $33  trillion.  Hmmm,  that's  $1.4  trillion  in  new  debt 
versus  $16  trillion  in  new  asset  value.  Fire  the  CEO  who 
won't  make  that  trade.  Reagan  did,  and  that's  why  he,  not 
FDR,  was  the  best  President  of  the  20th  century. 

Odds  are,  we're  not  going  to  elect  another  Ronald  Reagan 
come  November.  Maybe  we'll  luck  out  and 


For  further  discussion  of  this  and  other 

topics,  go  to  the  forum  at  our  Web  site    a  shnib  w*11  gr°w  into  a  tall  oak  Let  s  hope 
at  www.forbes.com/karlgaard.  for  it.  The  jiggling  Dow  has  its  doubts.    F 
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Eh  Biddah,  Biddah! 

telecom  The  largest-ever  chunk  of  radio  spectrum  is  up  for  bid  in  September. 
With  wireless  communication  the  white-hot  sector,  you  can  hear  the  panting  already. 


BY  CARLEEN  HAWN 

GRAB  A  PADDLE,  HERE  COMES 
the  mother  of  all  auctions. 
On  Sept.  6  the  Federal  Com- 
munications Commission  is 
selling  two  sets  of  radio  spec- 
tra, each  sufficient  to  cover  the  U.S. 
with  a  high-speed  wireless  network. 

Bidders  have  to  file  by  Aug.  1 ,  and  the 
maneuvering  and  politicking  has  begun, 
as  pretty  much  anyone  who  is  anyone  in 
the  telecom  business — and  some  who 
aren't  in  it  at  all — is  eyeing  this  prize. 

Eight  Men  Out 


The  FCC  has  set  the  opening  bids  of 
several  hundred  million  dollars  for  each 
set,  but  selling-price  estimates  go  as  high 
as  $50  billion  for  both.  That  would 
dwarf  the  record-setting  spectrum  auc- 
tion earlier  this  year  in  the  U.K.  that  net- 
ted the  British  government  $35  billion. 

"This  auction  is  important  because 
everyone  in  the  industry  now  sees  the 
future  of  telecommunications  in  wire- 
less delivery,  not  fixed  wireline.  This 
spectrum  can  provide  more  data,  to 
more  people,  better  than  current  tech- 


nologies," says  Reed  Hundt,  the  former 
FCC  chairman. 

With  so  much  at  stake,  potential 
bidders  are  tight-lipped  about  their  in 
tentions.  Yet  dozens  of  likely  candi 
dates — including  Nextel,  Cisco,  Mi 
crosoft  and  SBC — went  to  the  trouble  of 
writing  letters  to  the  FCC  voicing  their 
opinions  about  such  things  as  the  need 
for  national  broadband  networks  and 
how  the  auction  should  be  handled. 

This  is  the  first  time  a  buyW  will  be 
able  to  gain  a  national  wirele^foot- 


Who  wouldn't  want  an  instant  national  wireless  footprint?  These  are  nine  of  the  shrewdest  and  most  aggressive 
dealmakers  in  business.  Most  of  them  can  afford  it,  and  each  has  a  vested  interest  in  how  the  spectrum  will  be 
used.  None  is  talking  on  the  record,  but  you  can  bet  each  is  maneuvering  behind  the  scenes. 


AOL-TIME 
WARNER 

Could  use  it  to  replace 
costly  cable  properties 
with  fixed  wireless. 


AT&T 

Needs  to  revamp  aging 
wireless  network.  Fixed 
wireless  could  be 
alternative  to  cable. 


I'llnimlJiiiHiriiM 


CISCO 

Doesn't  need  it,  but  its 
customers  do.  May 
support  another's  bid  as 
vendor  financier. 


MCI/WORLDCOM 

With  the  Sprint  deal 
scuttled  for  now.  Ebbers 
needs  spectrum  more 
than  ever.  But  buying 
Nextel  or  VoiceStream 
might  be  a  faster  and  cheaper  way  to  go. 

MICROSOFT 

Eager  to  get  into  wireless, 
but  maybe  not  as  a 
carrier.  Owns  part  of 
AT&T  and  a  big  chunk  of 
Nextel.  Will  likely  support 
one  of  these  two  bidders. 

NEXTEL 

The  spoiler.  McCawis 
known  for  bidding  up 
prices,  then  walking  away. 
Will  bid  strongest  against 
nemesis  AT&T.  Could  use 

spectrum  to  replace  Nextlink's  patchwork 

network  with  a  national  one. 


QUALCOMM 

Dark  horse  with  less  cash 
than  others.  Gut  needs 
assets  other  than 
intellectual  property. 
Could  stockpile  spectrum 
and  flip  it  for  an  easy  score. 

VIVENDI 

Buying  Seagram.  Might  want 
spectrum  to  zap  movies  and 
music  around.  A  long  shot, 
even  if  FCC  lets  foreigners  bid. 

VULCAN 
VENTURES 

Deep  pockets.  Big 
ideas.  Could  use  wire- 
less to  complete  wired 
1   mosaic  of  cable,  con- 
tent and  Web  properties. 
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print  with  one  bang  of  the  gavel.  Spec- 
trum auctions  in  the  past  have  only 
granted  regional  chunks,  which  had  to 
be  pieced  together  arduously  over  time. 
;  The  spectrum  slices,  at  747  MHz-762 
MHz  and  777  MHz-792  MHz,  are  in  a 
sweet  spot.  Signals  at  these  frequencies 
can  penetrate  walls  better  than  shorter- 
;  wavelength  cellular  and  remain  strong 
18  to  20  miles  from  a  tower.  So  an  oper- 
|  ator  could  serve  a  city  the  size  of  New 
York  with  two  towers.  By  contrast, 
Sprint's  1,900-MHz  network  needs 
towers  every  few  miles. 

Unlike  past  auctions,  this  one  has 
|  no  restrictions  on  how  the  spectrum 
:  is  used.  A  buyer  could  use  it  for  fixed 
or  mobile  networks  and  choose 
I  among  voice,  data,  movies  or  music. 
|  Such  freedom  is  likely  to  attract  bid- 
I  ders  from  beyond  the  ranks  of  phone 
i  companies.  AOL-Time  Warner  could 
|  toss  its  high-maintenance  coaxial  ca- 
Ibles  and  simply  zap  video  and  high- 
I  speed  Internet  access  wirelessly  Bill 
E  Gates  has  been  extolling  the  virtues  of 
[wireless  networking  in  recent  days. 
8  With  $21  billion  in  cash,  Microsoft 
I  can  afford  to  bid,  although  the  cora- 
Ipany  is  more  likely  to  throw  its  weight 
I  behind  AT&T,  in  which  the  software 
■  giant  invested  $5  billion. 

The  auction  opens  the  door  for  an 
entirely  new  party,  with  no  existing 
cellular  properties,  to  walk  away  with 
a  robust  national  network  in  one 
swoop.  Paul  Allen's  Vulcan  Ventures 
needs  a  wireless  network  to  comple- 
ment its  cable  and  Web  properties. 
Deutsche  Telecom,  which  recently  lost 
3ids  for  Qwest  and  Vivendi,  may  see 
'he  auction  as  a  way  to  expand  quickly 
into  the  U.S. 

AT&T  is  a  likely  bidder.  Hobbled  by 
in  old  network  rife  with  service  prob- 
ems,  Michael  Armstrong  could  take 
-his  as  an  opportunity,  albeit  an  expen- 
;ive  one,  to  revamp  his  entire  system. 
Vlaybe  that's  why  he  raised  $11  billion 


in  April  selling  a  wireless  tracking  stock. 

Other  parties,  such  as  Verizon 
Wireless  and  Craig  McCaw's  Nextel, 
are  expected  to  act  as  spoilers,  bidding 
up  the  price  only  to  walk  away  in  the 
end.  Some  bidders  are  looking  at  the 
auction  as  an  asset  play,  thinks  David 
Chamberlain,  senior  analyst  with 
Probe  Research,  a  N.J.-based  commu- 
nications research  firm.  Qualcomm,  a 
cash-rich  company  with  few  valuable 
physical  assets,  might  try  to  acquire  the 
spectrum  for  the  opportunity  to  resell 
it  later  at  a  higher  price.  Cisco  may  use 
its  financial  heft  to  help  PSInet,  an  In- 
ternet service  provider,  win  one  of  the 
two  slices.  If  PSInet  wins,  Cisco  will 
build  the  gear  to  fill  it. 

Whoever  wins  faces  some  big  obsta- 
cles. One  hundred  UHF  television 
broadcasters  already  occupy  the  spec- 
trum. Their  licenses  don't  expire  until 
Dec.  31,  2006.  Rather  than  force  them 
off  the  airwaves,  the  FCC  has  left  it  up  to 
the  winning  bidder  to  negotiate  for 
their  departure.  "The  broadcasters  will 
be  in  a  position  to  stick  up  the  industry 
for  ransom,"  chides  one  likely  bidder. 
Yet  another  hazard:  Someday  new  tech- 
nology will  open  up  oodles  of  band- 
width elsewhere  on  the  radio  spectrum, 
creating  a  glut. 

Standards  wars  are  bound  to  erupt. 
Any  winning  bidder  that  wants  to  beam 
to  handsets  or  Palms  will  have  to  recon- 
figure existing  devices — or  get  someone 
to  build  millions  of  new  ones — so  they 
work  at  the  new  frequency.  "I  just  don't 
see  how  anyone  can  make  any  money 
off  of  it,"  says  Qwest  Communications 
Chief  Executive  Joseph  Nacchio.  But 
don't  put  it  past  him  to  try. 

A  likely  scenario  will  have  winners 
selling  off  excess  spectrum  to  other  car- 
riers. It  will  be  several  years  before  com- 
mercial service  comes  from  this  auction. 
But  the  FCC  isn't  going  to  let  this  auc- 
tion drag  on  like  prior  ones.  Congress 
has  asked  that  the  winning  bidder's 
money  be  in  the  Treasury's  hands  by  the 
end  of  September.  The  folks  on  Capitol 
Hill  have  already  appropriated  $720 
million  of  the  money  they're  expecting 
from  this  sale  of  air.  F 


A  View  to  Die  For 

real  estate!  In  death  as 
in  life,  the  founder  of  Herbalife 
continues  to  attract  attention, 
this  time  for  his  trophy  houses. 

BY  ANN  MARSH 

IN  THE  GILDED  WORLD  OF  LUXURY 
Los  Angeles  real  estate  Herbalife  In- 
ternational founder  Mark  Hughes 
was  in  a  class  by  himself.  Using  the 
riches  he  amassed  peddling  contro- 
versial diet  concoctions,  Hughes  ac- 
quired some  of  L.A.'s  most  prestigious 
properties,  including  a  mansion  once 
owned  by  screen  idols  Douglas  Fair- 


Hughes'  view:  157  acres  in  Beverly  Hills. 

banks  and  Mary  Pickford. 

Now,  following  his  death  at  44 
from  a  mix  of  alcohol  and  antide- 
pressants, the  fruits  of  Hughes' 
labors  are  coming  onto  the  market. 
Brokers  figure  his  three  properties  in 
Beverly  Hills  and  Malibu  could  to- 
gether fetch  up  to  $100  million. 

"There  are  no  comps,"  exults  local 
broker  Jeffrey  Hyland,  a  co-owner  of 
the  Hilton  &  Hyland  Real  Estate 
agency,  using  broker  lingo  for  com- 
parable properties.  Sweeping  his  arms 
around  the  360-degree  views  from 
Hughes'  undeveloped  Beverly  Hills 
hilltop  parcel,  Hyland  gleefully  points 
out  what  appear  to  be  tiny  toy  houses 
below.  In  fact,  they're  mansions  be- 
longing to  billionaires  Paul  Allen  and 
Rupert  Murdoch. 

Hughes  bought  the  land  from 
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Merv  Griffin  in  1997  for  $8.5  million.  He 
got  it  cheap.  Paul  Allen  paid  $20  million 
the  same  year  for  120  acres,  6  of  them  on 
level  land.  Hughes'  larger  plot  boasts  15 
level  acres  on  157  acres.  Hyland  is  one  of 
three  brokers,  all  personal  friends  of 
Hughes,  handling  the  properties  and 
splitting  5%  to  6%  commissions. 

At  the  time  of  his  death  Hughes  was 
waging  a  long-running  battle  with  his 
neighbors  over  his  plans  to  build  an  Ital- 


ian-Mediterranean-style Shangri-la  on 
the  Beverly  Hills  land.  But  he  never  got  a 
backhoe  into  the  ground.  Former 
Herbalife  executive  vice  president  Janet 
Levine,  who  worked  closely  with  Hughes 
until  she  was  fired  two  years  ago,  claims 
Hughes  was  a  heavy  drinker.  "I  knew  he 
was  going  to  die,"  she  contends. 

A  tour  of  his  primary  Beverly  Hills 
mansion,  Grayhall,  bears  this  out.  Sev- 
eral wet  bars,  including  one  in  the  bed- 


room, were  among  Hughes'  additions  to 
the  converted  1909  hunting  lodge. 

In  recent  months  Hughes  had  beer 
spending  more  time  by  the  ocean  at  an 
18,000-square-foot  Malibu  estate  he 
bought  last  December  for  $23  million. 
Hughes'  fourth  wife,  former  suntan-oil 
model  Darcy  LaPier,  lives  there  for  now. 
It  was  in  one  of  the  Malibu  bedrooms 
that  LaPier  discovered  Hughes'  lifeless 
body  on  the  morning  of  May  21. 


Silicon 
Smackdown! 

networks!  Two  server 
giants  steal  some  moves  from 
the  pro  wrestling  circuit. 

BY  DANIEL  LYONS 

THE  FOLKS  AT  HEWLETT-PACKARD 
thought  they  landed  the  big  one 
when  Ebay,  the  Web  auction 
house,  indicated  it  would  stop  using 
servers  from  Sun  Microsystems  and 
switch  to  HP  machines.  The  deal  was  all 
but  signed  when  Ebay  stunned  HP  in 
May  with  the  announcement  that  it 
would  stick  with  Sun. 

Why  the  reversal?  According  to 
Valley  scuttlebutt,  Sun  gave  Ebay 
the  deal  of  a  lifetime:  a  five-year 
lease  on  its  high-end  servers  free  of 
charge,  a  deal  that  will  save  Ebay 
hundreds  of  millions  of  dollars  in 
operating  expenses.  Sun  even 
agreed  to  spend  $  1 8  million  adver- 
tising  on  Ebay's  Web  site. 

The  Ebay  skirmish  is  the  latest 
in  the  growing  feud  between  HP 
and  Sun.  HP's  chief  executive, 
Carleton  (Carly)  Fiorina,  has  made 
it  clear  she  intends  to  steal  away 
Sun's  biggest  and  best  accounts.  But 
it  was  Sun's  chief  executive,  Scott 
McNealy,  who  made  the  fight  per- 
sonal. Last  year,  when  Fiorina  an- 
nounced a  plan  to  give  away  HP 
servers  to  Internet  startups  in  ex- 
change for  equity  or  a  share  of  fu- 
ture revenues,  McNeah  told  ana- 

54      I     O    R    B    E    S   ■   July  24,  2000 


lysts  HP  was  performing  "unnatural 
acts"  to  win  business.  Continuing  on 
the  boundaries  of  poor  taste,  McNealy 
entertained  analysts  earlier  this  year 
with  a  spoof  of  a  Fiorina  television  ad. 
The  real  ad  shows  Fiorina  standing  by 
the  garage  where  William  Hewlett  and 
David  Packard  formed  their  company. 
Sun's  version  has  a  flustered  Fiorina 
(played  by  a  less-than-beautiful  actress) 
standing  in  front  of  a  fake  garage  that 
collapses  around  her. 

The  bad-boy  shenanigans 

Sun's  Scott  McNealy  mocked 
HP's  Carly  Fiorina  in  a  video 
spoof.  How  long  until  she  makes 
jokes  about  his  teeth? 


might  have  deeper  roots.  Not  only  has 
HP  picked  up  share  in  the  Unix  server 
market  recently,  but  the  company  also 
has  started  winning  business  at  Amer- 
ica Online,  one  of  Sun's  biggest  cus- 
tomers. While  Sun  still  reigns  supreme 
in  the  Unix  server  market,  losing  Ebay 
would  have  been  a  big  blow.  Negotia- 
tions were  touch  and  go.  Relations  be- 
tween the  two  companies  have  been 
strained  ever  since  Ebay  suffered  out- 
ages on  its  Sun-based 
systems  a  year  ago.  Fed 
up,  Ebay  put  the  busi- 
ness out  to  bid.  Insid- 
ers at  HP  claim  they 
prevailed  after  12 
rounds  of  bidding, 
only  to  have  Sun 
swoop  in  at  the  last 
minute  with  a  deal 
killer.  McNealy  an- 
nounced Sun's  Ebay  victory  on 
May  16,  the  day  HP  released  its 
quarterly  earnings. 

But  Fiorina  had  the  last  laugh. 
At  an  analyst  meeting  two  weeks 
later  Fiorina  announced  HP  had 
stolen  Amazon.com  away  from 
Sun,  trotting  out  Amazon's  ever- 
smiling  chief  executive,  Jeffrey 
Bezos,  for  a  testimonial.  But 
Bezos  exacted  a  good  price:  Ama- 
zon will  be  permitted  to  retail 
HP's  printers. 

A  sign  of  the  times.  First  it  was 
dot-com  companies  offering  crazy 
bargains  to  win  customers.  Now 
their  suppliers  are  following  suit — 
using  moves  that  would  make 
Vince  McMahon  proud.  F 
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How  Swede  It  Is 

appliances!  Electrolux has 
already  conquered  Europe.  Now  it 
wants  to  clean  up  in  the  U.S. 


BY  MARK  TATGE 

ELECTROLUX  S.A.,  THE  $14.6  BIL- 
lion  (1999  sales)  appliance  maker,  is 
rolling  across  America.  That  may 
mean  a  big  acquisition.  "If  we  can  find  a 
good  fit,  we  will  pursue  it,"  says  Michael 
Treschow,  57,  chief  executive  of  the 
Stockholm-based  company.  "I  would 
prefer  to  grow  organically,  but  some- 
times you  don't  have  that  luxury." 

The  betting  among  industry  insiders 
is  that  Electrolux  will  try  to  acquire 
Maytag  Corp.  of  Newton,  Iowa. 
Treschow  is  mum  on  the  subject — and 
on  reports  that  an  Electrolux  jet  was 
spotted  recently  in  Newton,  and  that 
some  of  his  guys  were  visiting  Maytag's 
Hoover  operations  in  Ohio. 

Electrolux  likes  to  do  business  qui- 
edy.  Which  is  why  no  one  in  America 
has  heard  of  the  brand — with  die  excep- 
tion of  those  sturdy  vacuum  cleaners 
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that  have  actually  been  made  by 
Electrolux  LLC  (unaffiliated 
with  the  Swedish  company)  for 
the  past  30  years.  In  fact  Elec- 
trolux owns  other  familiar 
names  in  appliances — Frigi- 
daire,  White  Westinghouse,  Eu- 
reka and  Kelvinator  among 
them.  For  most  of  the  1990s 
those  brands  didn't  do  well. 
The  company  lost  $80  million 
aftertax  on  its  U.S.  operations 
in  1996,  as  its  share  of  the  $17 
billion  U.S.  appliance  market 
slid  to  12%  from  20%. 

The  situation  wasn't  much 
better  in  Europe,  where  Elec- 
trolux dominated  appliances. 
Profits  declined  steadily,  until 
Treschow — hired  by  the  Wal- 
lenberg family,  which  owns 
21%  of  the  company — took 
over  in  1997.  He  chopped  out 
23  factories  and  1 1,000  jobs  in 
Europe,  earning  the  nickname 
"Mike  the  Knife."  He  sold  off 
the  vending  machine  business 
and  refocused  on  white  goods, 
floor-care  products,  outdoor 
appliances  and  heavy-duty  ap- 
pliances for  restaurants  and 
coin-operated  laundries.  He 
tapped  Robert  Cook  to  revamp  U.S. 
products,  rebuild  relationships  with 
retailers  like  Sears  and  Circuit  City, 
and  streamline  production. 

Treschow  and  Cook 
delivered.  Last  year  op- 
erating income  (net  be- 
fore depreciation,  inter- 
est and  taxes)  rose  30% 
to  $720  million— $400 
"ion   of  that   from 


►  By  the  Numbers 

White  goods:  a  notoriously 
slow-growing  business— 
except  at  the  higher  end. 


mi 

North  America.  The 
Nasdaq-listed  ADR  rose 
170%  since  1997. 

Now  Treschow  is  fo- 
cused on  the  U.S.  Earlier 
this  year  he  bought  back 
the  Electrolux  brand 
name.  He  plans  to  roll 
out  washers,  refrigera- 
tors, freezers  and  ranges 
under  the  nameplate — 


What 
the  world  spent  on 
appliances  last  year. 
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The 
total  spent  on  washers 
in  the  U.S.  in  1999. 

Electrolux's  share 
of  the  market  for 
residential  freezers. 


Sources:  Association  of  Home 
Appliance  Manufacturers: 
Appliance  Manufacturer. 


aiming  for  upper-income  buyers.  Lux- 
ury lines,  like  refrigerators  with  wood 
paneling  and  computer  touch  screens, 
are  growing  at  12%  a  year,  double  the 
rate  of  the  overall  appliance  market. 

That's  where  Maytag,  the  number 
three  appliance  maker  in  the  U.S., 
would  fit  in.  Its  new  products — like 
the  fast-cook  Accellis  2X  range  and  the 
popular  front-loading  Neptune 
washer,  both  of  which  retail  for  more 
than  $1,000  apiece — skew  to  the  high 
end  of  the  market.  A  Maytag-Elec- 
trolux  combination  would  have  pro 
forma  1999  revenues  of  $19  billion,  far 
outdistancing  current  leader  Whirl- 
pool's $10.5  billion.  Electrolux  would 
pick  up  Maytag's  Hoover  vacuum  line 
and  could  dump  the  much-criticized 
Eureka  brand.  One  area  without  over- 
lap is  outdoor  appliances:  Electrolux 
sells  $2.6  billion  a  year  worth  of  lawn 
mowers,  tractors,  trimmers,  blowers 
and  chain  saws.  The  Swedish  company 
would  also  gain  access  to  Home 
Depot,  which  recendy  started  carrying 
Maytag  products. 

Maytag  is  cheap.  Poor  sales  of  its 
lower-priced  washers  and  vending  ma- 
chines have  helped  beat  the  stock  price 
down  to  $38,  from  $74  a  year  ago.  The 
company  does  only  5%  of  its  sales 
overseas.  What  could  it  sell  for?  Pru- 
dential Securities  analyst  Nicholas 
Heymann  says  in  excess  of  $50  per 
share,  or  about  $5  billion.  Electrolux 
would  have  to  assume 
$641  million  in  debt. 

Would  Maytag 

shareholders  go  for  it? 
Very  likely.  They  voted  in 
May  to  lift  an  anti- 
takeover restriction  re 
quiring  a  supermajority 
vote  before  the  company 
can  be  sold.  The  board 
has  yet  to  act  on  the  pro- 
posal, though  one  of  its 
members,  Lester  Crown, 
controls  6.7%  of  the 
shares.  In  the  past  year 
the  value  of  that  invest- 
ment has  lost  $200 
million.  F 
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or  something  you 
haven't  even  thought  of. 


Intuition  only  goes  so  far. 
Software  from  Hyperion  lets 
everyone  know  exactly  what's 
happening  and  what  to  do  next. 
So  they  can  solve  problems,  not 
create  new  ones:  And  not  waste 
time  in  the  process. 
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OUTFRONT 

Humbled  Giant 

strategiesI  Andersen 
Consulting  sends  a  love  letter 
to  ex-employees:  We 
want  you  back. 

BY  JOANNE  GORDON 

ONCE  UPON  A  TIME 
Andersen    Con- 
sulting said  good  I 
riddance  to  employees 
who  quit.  They  were  eas- 
ily replaced  by  raiding 
competitors  or  by  tapping  the 
M.B.A.  pool. 

But  in  this  Internet  era,  ego-heavy 
Andersen  Consulting  is  eating  crow  and 
imploring  former  employees  to  please, 
please  come  back. 

"A  lot  has  changed  since  you  left,"  a 
recent  Andersen  letter  humbly  begins. 
"I  encourage  you  to  take  another  look  at 
building  a  long-term  career  with  us." 


Andersen's  U.S.  managing  partner, 
John  T.  Kelly,  mailed  the  first  of  1,500 
such  letters  in  April  to  select  employees 
who  left  in  1999—7%  of  the  firm's  U.S. 
consultants.  The  two-pager  promised 
equity  in  firm  investments,  an  addi- 
tional  1,000  senior  partners, 
more  dot-com  clients  and 
better  internal  communica- 
tion with  "360-degree 
p'\  feedback"  (the  consulting 
jargon  hasn't  changed). 
Act  by  Aug.  31,  Kelly 
writes,  and  you'll  get  a 
bigger  stake  in  the  firm's  new 
venture  capital  unit.  Andersen 
followed  up  with  phone  calls.  It  even  set 
up  a  Web  site  that  lets  expats  update  ad- 
dresses and  find  old  colleagues. 

No  one  could  recall  the  firm  ever  is- 
suing such  a  naked  appeal  before.  "Em- 
ployment for  life  may  be  dead  but  life- 
time affiliation  is  alive,"  says  recruiting 
director  David  Reed. 

The  reason  for  all  this  new  humil- 
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ity  is  simple:  The  consulting  indus- 
try's turnover  hit  a  high  of  20%  last 
year,  up  from  a  typical  15%.  Ander- 
sen and  other  firms  also  need  to  work 
harder  to  lure  new  M.B.A.s  away  from 
Silicon  Valley. 

Andersen's  letter  happened  to  be 
well  timed,  given  the  smattering  of  In- 
ternet layoffs  and  suddenly  worthless 
stock  options.  So  far  7  ex-Andersenites 
have  accepted  jobs  back  at  the  firm  and 
40  more  are  interviewing.  Keen  Lee,  51, 
is  returning  after  an  eight-month  stint 
at  a  smaller  public  consultancy.  It 
helped  that  he  was  disenchanted  with 
his  new  gig. 

But  Anthony  Elkins,  41 ,  isn't  return- 
ing. Having  left  last  year  for  C-bridge 
Internet  Solutions,  which  gave  him  eq- 
uity, Elkins  views  the  Andersen  letter  as 
a  kind  of  call  to  arms.  "This  is  a  threat  to 
Net  consulting  firms,"  he  says.  Promis- 
ing his  firm  will  fight  back,  he  warns: 
"We'll  have  a  little  discussion  with  em- 
ployees who  came  from  Andersen."    F 


Requiem  for  a  Business  Model 

wholesaling!  Computer  distributors  once  controlled  the 
PC  business.  Now  a  number  of  them  are  bankrupt. 


BY  LYNN  COOK 

THE  FINANCIAL  EQUIVALENT  OF  AN 
Ebola  virus  is  sweeping  through 
the  $76  billion  computer-distrib- 
ution industry.  In  the  past  few  months 
three  giants — CHS  Electronics,  Mi- 
croAge and  InaCom — have  all  filed  for 
Chapter  1 1  protection.  Personal  com- 
puter makers  don't  need  most  of  these 
guys  anymore.  The  bodies  will  continue 
to  pile  up. 

Blame  Dell  Computer.  Its  direct- 
sales  model  squashed  an  archaic,  cosdy 
system  that  placed  middlemen  between 
PC  makers  and  customers.  Distributors 
automated  and  speeded  up  their  inven- 
tory cycle — cutting  warehouse  time  to 
5  weeks  this  year  instead  of  12  in 
1997 — but  they  still  couldn't  keep  up 
with  Dell's  6-day  average.  Not  when 
shelved  PCs  lose  1%  of  their  retail  value 
every  week. 

As  recently  as  two  years  ago  the 
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middlemen  were  in- 
dispensable when  you 
needed  custom-de- 
signed systems  in  30 
different  offices.  You 
couldn't  do  without 
their  value-added  ser- 
vices which  meant, 
Web  or  no,  they'd 
probably  be  around 
forever — as  Wall 
Street  and  the  busi- 
ness press,  including 
FORBES,  assumed.  We 
were  wrong. 

Even  PC  manufacturers  began  to 
catch  on.  Competing  with  Dell,  Com- 
paq Computer,  Hewlett-Packard  and 
IBM  started  to  cut  out  the  middleman 
wherever  they  could.  In  May  1999 
Compaq  dropped  all  but  4  of  its  39  dis- 
tributors at  a  time  when  only  20%  of 
sales  were  more  direct;  today  it's  aiming 


Outliving  his  company:  Rick  Inatome 


for  60%.  The  few  distributors  left 
standing  absorbed  another  blow:  a 
major  cutback  in  rebates  and  advertis 
ing  support  from  PC  makers. 

One  of  the  biggest 
losers  of  that  stream- 
lining was  InaCom, 
which  lost  $124  mil- 
lion on  12-month 
trailing  revenues  of 
$5.4  billion.  Things 
went  downhill  after 
founder  Rick  Inatome 
bailed  out  last  Sep-f 
tember  to  run  ZapMe, 
an  online  educator 
that  gives  away  PCs. 
When  it  sold  its  distri- 
bution arm  to  Com- 
paq for  $370  million 
in  February,  the  majority  of  InaCom's 
business  disappeared.  It  tried  to  diver- 
sify into  servicing  computers  instead  o 
selling  them.  But  the  switch  require 
too  much  capital,  and  InaCom  couldn't) 
survive  after  failing  to  find  a  buyer. 

CHS  lost  $299  million  on  revenue  o 
$10  billion  in  the  12  months  ending 


EXPERIENCE  THE  NEW 

240-HP  PATHFINDER  AT  SPEEDS 

UP  TO  300  KB/SEC. 
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VISIT  OUR  WEB  SITE  OR  CALL  (800)326-9116  FOR  A  BROCHURE. 

To  see  more  of  the  new  2001  Pathfinder  in  full  color  (rather  than  as  a  blur  in  the  passing 


lane),  call  us  today  for  a  brochure. Or,  to  see  it  even  faster,  visit:  NissanDfiven.COm  DRIVEN. 
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Sept.  30, 1999.  It  stuck  by  its  core  busi- 
ness, betting  incorrectly  that  buying  20 
small  distributors  in  two  years  would 
keep  it  afloat.  After  filing  for  Chapter  1 1 
in  April,  CHS  proposed  selling  off  its 
European  subsidiaries  and  becoming  a 
Web-based  emporium  of  hardware  and 
infrastructure  products.  But  in  May  it 
dropped  the  plan;  CHS  will  liquidate 
this  summer.  As  for  MicroAge,  which 
lost  $160  million  on  12-month  trailing 
revenues  of  $6.1  billion,  it  is  gasping  for 
new  life  selling  networking  equipment 
and  servers  online. 

Radical  reinvention  may  be  the  only 
cure.  The  survivors  have  vastly  ex- 
panded their  range  of  products  and  ser- 
vices. Ingram  Micro  (sales:  $29  billion) 
is  now  using  a  fee-based  system  to  as- 
semble, ship  and,  when  necessary,  hold 

MicroAge  is  gasping  for 
life  selling  servers  and 
networking  equipment. 

inventory  for  PC  makers,  and  is  getting 
into  e-commerce  fulfillment  in  a  big 
way.  Tech  Data  ($17  billion)  wholesales 
75,000  different  products,  from  Cisco 
routers  to  Palm  devices. 

Still,  diversification  is  no  guarantee 
of  survival.  Merisel  (which  lost  $54  mil- 
lion on  12-month  trailing  revenues  of 
$5.1  billion)  looks  vulnerable.  Facing  a 
falloff  in  business,  Merisel  consolidated 
U.S.  and  Canadian  operations,  elimi- 
nating 400  positions.  A  new  unit — sell- 
ing and  servicing  resellers  of  Sun  Mi- 
crosystem products — now  accounts  for 
one-third  of  the  company's  revenues 
this  year,  up  from  20%  in  1999.  But  that 
rate  may  not  continue,  since  Merisel  re- 
cently lost  a  few  key  customers  it  de- 
clines to  name.  Its  shares  can  be  had  for 
91  cents. 

There's  a  whiff  of  mortality  about 
Dallas-based  CompuCom,  too.  While 
it's  moving  to  a  more  service-based 
model,  a  disproportionate  amount  of 
its  $3  billion  in  revenues  still  comes 
PC  products.  Its  stock  is  down 
i  st  year  to  $1.50.  F 


White  Shoes,  Black  Shirts 

scandalsi  U.S.  prosecutors  say  White  &  Case  and  KPMG 
helped  hide  dirty  doings  at  MGM  and  Credit  Lyonnais. 


BY  DAVID  MCCLINTICK 

A  SCATHING  215-PAGE  RE- 
port  from  the  U.S.  De- 
partment of  Justice  sets 
out  how  one  of  the  world's 
leading  law  firms,  Wall  Street's 
White  &  Case,  together  with 
the  equally  renowned  global 
accounting  firm  KPMG  ,  played 
a  role  in  helping  to  conceal 
fraud,  forgery  and  other  crimes 
allegedly  committed  by  Credit 
Lyonnais,  the  once  grand,  now 
decimated  Paris  bank  (FORBES, 
Dec.  13,  1999). 

The  highly  unusual  private 
report,  marked  "Distribution 
Limited,"  was  prepared  by 
two  Justice  Department  pros- 
ecutors in  Los  Angeles  for 
French  authorities  conducting 
their  own  investigation  of  the 
bank.  While  the  report  does 
not  say  that  White  &  Case  or  KPMG 
themselves  committed  criminal  acts, 
its  embarrassingly  detailed  contents 
could  well  attract  the  attention  of  bar 
associations  and  accounting  regula- 
tory groups. 

Richard  Holwell,  a  senior  White 
&  Case  partner,  vigorously  rejected 
the  report's  characterizations  of  his 
firm's  actions,  and  firmly  denied  any 
wrongdoing.  A  spokesman  for  KPMG 
said  the  firm  hadn't  yet  seen  the  re- 
port and  thus  couldn't  comment. 

The  report  focuses  on  the  two 
firms'  roles  in  the  1990  acquisition 
of  MGM/UA  by  Giancarlo  Parretti 
and  Florio  Fiorini,  two  Italian  busi- 
nessmen now  under  house  arrest  in 
Italy  awaiting  extradition  to  Los  An- 
geles to  face  U.S.  criminal  charges. 
As  is  now  known,  Parretti  and  Fior- 
ini bribed  officials  of  Credit  Lyon- 
nais to  get  more  than  $2  billion  with 
which  to  buy  a  number  of  proper- 
ties, including  MGM,  from  which 


they  subsequently  looted  millions  of 
dollars. 

According  to  the  new  Justice  De- 
partment report,  KPMG  and  White  & 
Case  both  played  roles  in  several  piv- 
otal transactions  involving  the  mis- 
representation by  Parretti  and  Fiorini 
of  how  much  debt  they  owed  Credit 
Lyonnais  through  one  of  their  compa- 
nies, Pathe  Communications,  whose 
stock  was  traded  on  the  New  York 
Stock  Exchange.  Under  U.S.  law,  the 
amount  of  money  a  public  company 
owes  is  material  information  that 
must  be  disclosed  accurately. 

Pathe,  KPMG's  client,  had  another 
requirement.  Under  a  prior  agree- 
ment with  the  Securities  &  Exchange 
Commission,  Pathe  was  prohibited 
from  engaging  in  "related  party 
transactions" — transactions  between 
Pathe  and  its  executive  officers,  direc- 
tors and  other  individuals  and  enti- 
ties associated  with  the  company — ' 
without  approval  of  an  independent 
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committee  of  the  board. 

Parretti  and  Fiorini  concocted  a 
scheme  by  which  a  company  called 
Cinema  5,  purportedly  controlled  by 
Italian  media  mogul  Silvio  Berlusconi, 
purchased  a  group  of  Pathe's  movie 
theaters  in  England  and  Holland  for 
$185  million.  Pathe  purportedly  used 
the  money  to  pay  down  its  debt  owed 
to  a  Credit  Lyonnais  subsidiary.  In 
fact,  Cinema  5  was  a  shell  created  by 
Fiorini,  with  the  knowledge  of  Credit 
Lyonnais  officials,  for  the  sole  purpose 
of  deceiving  regulators,  including  the 
SEC.  The  money  didn't  come  from  Sil- 
vio Berlusconi.  The  signature  of  one 
of  Berlusconi's  aides  was  forged  on  a 
document  to  make  it  appear  that  it 
did,  when  in  fact  the  money  came 
from  Credit  Lyonnais.  Parretti  and 
Fiorini's  overall  debt  to  the  bank  rose 
rather  than  declining. 

According  to  the  Justice  Depart- 
ment report,  a  KPMG  partner  in  Ams- 
terdam, Henk  Lafebre,  was  "highly 
suspicious"  that  the  Cinema  5  transac- 
tion was  not  an  arms-length  deal. 
Lafebre  expressed  his  concerns  to 


partners  in  the  Los  Angeles  office, 
-vhich  bore  final  responsibility  for  au- 
diting Pathe. 

But  the  Los  Angeles  partner  in 
:harge  of  the  account,  James  Weir,  did 
lot  credit  the  warnings,  or  those  of 
Douglas  Flint,  an  audit  partner  for 
CPMG  in  London.  Despite  the  fact  that 
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Prosecutors  have  termed  the  MGM- 
Credit  Lyonnais  affair  a  global  fraud 
case  of  "unprecedented  complexity." 


Two  Credit  Lyonnais  bankers 
pocket  bribes  from  Parretti,  an 
lian  with  a  long  criminal  record. 
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Parretti  and  his  partner 
orini  acquire  MGM  with  bribe-oiled 
Credit  Lyonnais  loans. 

Criminal  investigations  of 
Credit  Lyonnais,  Parretti  and  Fiorini 
gear  up  in  the  U.S.  and  France. 


Parretti  and  Fiorini  are  placed 
under  house  arrest  in  Italy  to  await 
extradition  to  Los  Angeles. 

Federal  prosecutors  criticize 
White  &  Case  and  KPMG  for  their 
roles  in  key  MGM  transactions. 

Francois  Gille,  a  top  Credit  Lyonnais 
official,  refused  to  identify  Cinema  5's 
owners,  citing  "bank  secrecy"  con- 
cerns, KPMG  signed  off  on  the  newly 
named  MGM-Pathe's  1990  annual 
10-K  report  to  the  SEC,  a  document  the 
Justice  Department  has  since  con- 
cluded was  "materially  false  and  mis- 
leading." At  about  the  same  time,  a 
newly  installed  chief  financial  officer  at 
MGM-Pathe,  Thomas  Carson,  tried  to 
fire  KPMG  as  MGM-Pathe's  auditors. 
But  he  was  overruled  by  Francois  Gille, 
who  himself  had  been  a  partner  at  a 
predecessor  firm  to  KPMG  Peat  Mar- 
wick.  It  was  Carson's  impression  that 
KPMG's  first  loyalty  was  to  Credit  Ly- 
onnais, not  MGM-Pathe. 

Concerned  about  looting  at  MGM- 
Pathe,  Credit  Lyonnais  launched  its 
own  probe,  dispatching  a  team  of 
bankers  to  its  Dutch  subsidiary,  which 
had  lent  most  of  the  money  to  the 
Italians.  In  a  briefing  to  his  Paris  col- 
leagues, Yves  Gouzerh,  the  bank's 
chief  investigator,  burst  into  tears 
when  describing  the  frauds  he  had 
discovered. 

By  then  it  was  too  late.  Fiorini  tried 
to  protect  himself  by  going  behind 
Parretti's  back  to  aid  Credit  Lyonnais 


in  its  probe.  In  February  1991,  Fiorini 
wrote  a  note  to  a  White  &  Case  part- 
ner, acknowledging  that  the  Cinema  5 
transaction  hadn't  been  at  arm's 
length. 

But  White  &  Case  did  nothing  to 
change  the  public  characterization  of 
the  deal.  In  fact,  according  to  the  Jus- 
tice Department  report,  the  White  & 
Case  Paris  office  later  helped  Credit 
Lyonnais  hide  relevant  documents 
from  Swiss  authorities  who  were  inves- 
tigating the  bank,  seriously  impeding 
the  investigation.  Says  Holwell: 
"There's  nothing  wrong  in  keeping 
central  control  over  documents." 

As  counsel  for  Credit  Lyonnais, 
White  &  Case  played  a  key  role  in  de- 
ciding how  to  report  the  Cinema  5 
transaction  to  the  investing  public 
through  SEC  documents.  But  because 
the  firm  represented  many  of  the  key 
participants  in  the  Cinema  5  transac- 
tion, the  Justice  Department  con- 
cluded there  were  "numerous  conflicts 
of  interest  which  seriously  under- 
mined any  ability  White  &  Case  had" 
to  be  thorough,  complete  and 
independent. 

The  firm,  for  instance,  submitted  a 
memorandum  to  French  authorities 
for  transmittal  to  the  SEC  which  "de- 
liberately ignored  substantial  [incrimi- 
nating] evidence  of  which  the  bank 
was  aware."  Example:  White  &  Case 
knew  of  a  forgery  by  Fiorini  but  did 
not  bring  it  to  the  attention  of  the  SEC. 
"Ultimately,"  the  report  says,  "the  SEC 
did  not  take  any  action  . . .  largely  in  re- 
liance on  representations  made  by 
White  &  Case." 

Retorts  Holwell:  "I  don't  think  any- 
body can  charge  that  anybody  was  dis- 
honest with  the  SEC."  To  the  con- 
tention that  White  &  Case  had 
conflicts  of  interest  investigating  Cin- 
ema 5,  Holwell  says:  "Baloney." 

It  is  not  too  much  to  read  into  the 
report  from  Justice  the  damning  im- 
plication that,  had  White  &  Case  and 
KPMG  exercised  reasonable  diligence, 
the  MGM  deal  would  have  collapsed 
and  the  legendary  studio  would  never 
have  been  looted.  F 
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Goodwill  for  All 

accountingi  Vivendi  may 
be  forced  to  swallow  a  ferocious 
writedown  on  its  Seagram 
purchase.  Please  don't  throw 
me  in  that  briar  patch! 

BY  MARK  LACTER 

INVESTORS  ARE  LUKEWARM  ABOUT 
Vivendi's  planned  $34  billion  acqui- 
sition of  Seagram  Co.  Vivendi's 
shares  have  fallen  7%  since  the  news 
leaked  out,  Seagram's  stock  trades  at 
26%  below  the  offering  price,  and  re- 
porters stumble  over  themselves  to 
chortle  at  Vivendi's  star-crossed  ambi- 


Bronfman  Jr.  lends  Vivendi  a  helping  hand. 

tions.  "So  Far,  No  Hollywood  Ending," 
scoffed  the  Wall  Street  Journal. 

In  fact,  there  could  indeed  be  a  per- 
fect Hollywood  story  here:  goofy  ac- 
counting. It  seems  that  if  Vivendi  lands 
the  Universal  studio  and  music  busi- 
ness it  is  after,  it  will  inherit  a  one-time 
writedown  on  studio  assets,  which  will 
have  the  effect  of  boosting  reported 
earnings  in  future  years.  It  will  also  have 
the  opportunity  to  chalk  up  a  lot  of  its 
acquisition  price  to  "goodwill"  rather 
than  to  recording  label  contracts  and 
movie  deals.  Goodwill,  unlike  other  de- 
preciating assets,  is  written  off  ex- 
treme!}' slowly. 

Bottom  line:  Even  if  Vivendi  winds 
up  with  a  collection  of  dud  movies,  it 


could  still  produce  profits  and  look 
smart  in  the  next  few  years.  Remember, 
nothing  is  what  it  appears  to  be  in  Tin- 
seltown, especially  when  it  comes  to 
accounting. 

Until  recently,  studios  could  amor- 
tize the  production  and  marketing 
costs  of  a  movie  over  as  long  as  20 
years.  Now,  under  new  rules  adopted 
in  June  by  the  Financial  Accounting 
Standards  Board,  they'll  have  to  amor- 
tize the  production  costs  over  no  more 
than  ten  years  and  immediately  ex- 
pense the  marketing  (which  can  cost 
as  much  as  making  the  film).  The  new 
rules  mean  that  even  a  hit  movie  will 
probably  show  an  upfront  loss. 

The  rule  change  has  a  tragic  end- 
ing for  studios  such  as 
Sony,  which  could  take  a 
one-time  bath  of  $900 
million  in  order  to  adjust 
its  library  of  films  to  the 
new  standard,  according 
to  estimates  by  analyst 
David  Londoner  of  ABN 
Amro.  He  figures  that  Vi- 
acom's Paramount  and 
News  Corp.'s  20th  Cen- 
tury Fox  studios  will 
each  write  off  $750  mil- 
lion, while  Warner 
Bros. /New  Line  will 
swallow  $650  million. 
But  for  Vivendi,  which 
is  arriving  in  Hollywood  with  a  clean 
slate,  the  possible  $550  million  writeoff 
Universal  might  take  will  simply  inflate 
its  earnings  down  the  road.  That  just 
means  another  $550  million  of  the  Sea- 
gram purchase  will  be  ascribed  to  that 
mysterious  asset  "goodwill." 

The  funny  accounting  worked  for 
Walt  Disney  after  its  1996  acquisition 
of  Capital  Cities/ABC.  Disney  put  low- 
ball  valuations  on  the  shows  it  ac- 
quired and  correspondingly  higher 
numbers  in  its  goodwill  account.  The 
shows  turned  into  profits  right  away; 
the  goodwill  amortization  takes  a 
working  lifetime. 

Thus,  Vivendi  might  claim  with  a 
straight  face  that  Universal's  pending 
holiday-season  release,  How  the  Grinch 


Stole  Christmas,  starring  goofball  actor 
Jim  Carrey,  could  be  a  clunker,  despite 
the  flick's  likely  built-in  audience.  That 
would  put  all  the  more  into  the  good- 
will account  and  make  the  box-office 
return  from  the  movie  into  a  quick 
booster  for  the  bottom  line. 

In  fact,  Seagram  boss  Edgar  Bronf- 
man Jr.  has  already  done  Vivendi  the 
favor  of  quiedy  wrapping  up  the  good- 
will accounting  for  his  1998  purchase  of 
music  giant  PolyGram  N.V.  Buried  in 
its  second  quarter  filing,  Seagram  dis- 
closed that  $9.6  billion  of  the  $10.8  bil- 
lion it  paid  for  PolyGram  will  bel 
claimed  as  goodwill.  Merci,  Monsieur 
Bronfman.  F 


The  French  Boss 

Is  Vivendi  Chief  Jean-Marie  Messier 
going  to  meddle  insufferably  in  Holly- 
wood once  he  gets  his  hands  on  Uni- 
versal? Probably  not,  to  judge  from  the 
experience  that  Richard  Heckmann  has 
had  with  Vivendi. 

The  entrepreneurial  Heckmann 
built  a  $17  million  (sales)  water-filter 
maker,  U.S.  Filter,  into  America's 
biggest  water  treatment  company.  He 
sold  it  in  1999  to  Vivendi  for  $6.2  bil- 
lion, cashing  out  his  U.S.  Filter  shares 
and  options  for  $66  million.  Vivendi 
gave  him  new  shares  and  asked 
Heckmann  to  stick  around  as  man- 
ager. "They  have  been  super  owners," 
Heckmann  effuses:  Vivendi  has  kept 
his  management  in  place  and  sup- 
ported every  acquisition  he's  wanted 
to  make.  "They  have  not  put  a  French 
person  in  the  U.S.  to  even  check  on 
us,"  he  says. 

Vivendi  plans  to  publicly  offer  pai 
of  its  water  and  waste  management  op 
erations  as  Vivendi  Environment.  Heck 
mann,  57  will  run  Vivendi's  worldwidi 
water  business.  The  only  thing  for  him 
not  to  like  about  the  Vivendi-Seagram 
plan  is  what's  happened  to  Vivendi 
stock.  His  stake,  potentially  worth  $95 
million  at  the  beginning  of  May,  fell  to 
$74  million  after  the  Seagram  deal  was 
announced.  —Leigh  Gallaghei 
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LOOK,  UP  IN  THE  $KY,  irs  a  whole  new  dokonomyi  its  an  INVASION  OF  INGENUITY,  powered  by  technology  ihai  seems  OTHERWORLDLY 

BUT  COMES  FROM  THE  DOT  IN  .COM,  SUN  MICROSYSTEMS.  SUN  ARMS  INVADERS  WITH  AN  ARSENAL  OF  ENTERPRISE  SERVERS  THAT  SCALE  TO  MEET  THE 

INTERNET  GROWTH  curves  of  powerhouses  like  cdnow  and  e*trade.  and  those  servers  are  loaded  with  the  ALL-POWERFUL  SOLARIS, 

A  TRUE  .COM  OPERATING  ENVIRONMENT  (15  OF  20  GLOBAL  ISPs  RUN  ON  IT).  BEWARE,  THESE  INVADERS  WILL  GROW  SMARTER  AS  THEY  UNLOCK  THEIR 
GROWING  DATABASE  OF  INTELLIGENCE  WITH  SUN'S  OPEN  STORAGE  SOLUTIONS.  CAN  YOU  BE  AN  INVADER?  YOU  CAN.  SUN  SERVICES  WILL  PREPARE  YOU  -  WHETHER 
YOU  ARE  GETTING  READY  FOR  YOUR  FIRST  BATTLE  OR  RETOOLING  YOUR  FORCES  FOR  THE  NEW  WORLD.  RED  ALERT:  THE  .COM  INVASION  IS  HERE.  PLEASE, 


IF  YOU  DO  NOT  TAKE  PART,  AT  LEAST  HAVE  THE  GOOD  SENSE  TO  GET  OUT  OF  THE  WAY. 
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The  ability  to  reach  the  world. 

The  capacity  to  change  it. 


Global  Crossing.  It's  what  happens  when  the  most  advanced 

network  on  earth  meets  the  world's  richest  content  to 

take  your  business  anywhere  on  the  planet. 

•A  fast,  secure,  seamless  global  network. 

•A  full  range  of  IP  services  that  meld  network  and 
applications  to  enable  an  array  of  rich  content. 

•GlobalCenter's  unique  infrastructure,  applications 
and  Web  hosting  for  complex  online  enterprises. 


Global  Crossing 


www.globalcrossing.com 
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Sir  John  Bond's  disciplined  focus  on  retail 
banking  and  execution  arguably  makes  HSBC 
Holdings  Pic.  the  world's  best-run  bank. 


BY  RICHARD  C.  MORAIS 

1R  IOIIN  BOND, THE  59-Y1  \K 
— i  old  chairman  of  HSBC  Hold- 
ings Pic,  sits  under  the  sole 
,  personal  memento  in  his  Lon- 
don office— a  photograph  of 
lish  bullterrier  and 
savs,  rather  severely,  "There  are  lew  orig- 
inal strategies  in  banking.  There  is  only 
execution." 

So  goes  the  watchword  in  servicing 
23  million  customers  around  the  globe, 
in  the  most  efficient  of  the  world's  top 
...;$;  I  \er\  dollar  ol  income  IIS1H 
brought  in  last  year  cost  it  M  cents, 
putting  it  well  ahead  of  its  one  larger 
rival,  Citigroup,  at  (>S  cents.  1  ast  year  it 
reported  $6  billion  in  net  income  and  its 
..OS1',!  five-year  return  on  equity  not 
onl\  heals  ilie  other  majors  but  also  in 
teination.il  lompctilors  like  barclays 
Mi   |«!  i),     \l'.\    \inio     I  I7.S"..)     A\n\ 
■ulsdic  Kink  r»  l"..>. 
i.i.it these  da\s  tamoush  Irugal  I  IM'.( 


can  claim  something  more  surprising:  It 
is  quietly  outperforming  both  Citigroup 
and  Chase  Manhattan  in  their  home 
market.  This  defies  the  legendary  warn- 
ing from  a  federal  Reserve  official  who 
told  foreign  bankers,  "Welcome.  You  are 
in  the  land  of  the  free.  You  are  free  to 
own  a  handgun,  and  you  are  free  to  own 
a  bank  license.  It  is  not  clear  which  is 
more  dangerous." 

lust  a  decade  ago  it  looked  like 
lisiu  USA  Inc.  was  going  to  join  that 
bloodied  heap  ol  foreign  hanks.  HSBC 
bought  a  $314  million  stake  in  Marine 
Midland  Bank  of  New  York  in  1980; 
seven  years  later,  after  local  manage 
ment  ran  amok,  HSBC  spent  another 
'ring  full  control.  Ma- 
rine Midland's  losses  totaled  almost 
(300  million  in  1990,  and  only  in  the 
mid  ll)l»)s  after  Bond  did  some 
bloodletting  did  it  become  prof 
itable.  "We  had  some  very  difficult 
years  in  the  U.S.,"  savs  iisiu  's  Group 
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"There  are  few 

original 

strategies  in 

banking.  There's 

only  execution," 


HSBC 

Chief  Executive  Keith  Whitson. 

Not  anymore.  After  rebranding  all  its 
Marine  Midland  branches  last  year,  HSBC 
USA  Inc.  is  the  tenth-largest  bank  in  the 
country,  according  to  American  Banker, 
and  has  more  branches  in  New  York 
State  (430)  than  either  Chase  Manhattan 
(360)  or  Citibank  (180).  HSBC  USA's  New 
York  State  holding  company  soundly 
beats  Chase's  and  Citi's  on  key  prof- 
itability and  efficiency  benchmarks. 

That  doesn't  mean  skimping  on  ser- 


British  banks,  and  instead  asked  HSBC's 
management  whether  they  would  con- 
sider buying  his  life's  work  They  did.  Six 
months  ago  HSBC  swallowed  Safra's  Re- 
public New  York  Corp.  and  Safra  Hold- 
ings for  $10  billion.  Expect  more  once 
Republic  is  digested.  "We  are  underrep- 
resented  in  the  U.S.,"  says  Whitson. 

How  could  this  foreign  bank  out- 
dance the  big  American  institutions  in 
their  home  market? 

The  answer  is  found,  not  in  New 
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decade  are  now  taking  shape  around 
the  same  back  rooms. 

It's  3  p.m.  Vans  from  HSBC's  London 
branches  and  wholesale  clients  swarm 
into  the  backroom  service  center  in 
South  London,  where  300  employees  an- 
nually process  475  million  checks.  A 
change  of  address  from  a  British  cus- 
tomer is  fed  into  an  industrial  scanner. 
A  picture  of  the  handwritten  change  of 
address  is  routed  to  a  central  queuing 
system.  Operator  RCX066  is  free,  looks  at 
the  change  of  address  up  on  the  screen 
and  seconds  later  has  made  the  simple 
change  to  the  woman's  London  account 
The  operator  sits  in  China. 

HSBC  is  aggressively  taking  advantage 
of  the  worldwide  drop  in  telecommuni- 
cations charges  and  advances  in  technol- 
ogy to  industrialize  the  back  room  on  a 
global  scale.  By  the  fall  HSBC  will  have 
400  low-cost  employees  in  Hyderabad, 
India  and  Guangzhou,  China  electroni- 
cally executing  simple  instructions  for 
HSBC's  8  million  U.K.  customers,  freeing 
up  the  U.K.  back  rooms  to  work  on  more 
complicated  tasks.  Citigroup  has  credit 
card  purchase  approvals  in  Europe  han- 
dled by  its  South  Dakota  processors,  but 
HSBC  is  going  one  better,  getting  consci 
entious  data  processors  for,  say,  $5,000  a 
year  plus  a  housing  subsidy,  compared 
with  $23,000  a  year  for  a  similar  worker 
in  South  London. 

Roberta  Arena  heads  up  HSBC's 
global  e-business  and  formerly  ran 
Citibank's  credit  card  division.  She  met, 
at  a  dinner  of  successful  women  in  India, 
an  entrepreneur  who  specialized  in  call 


Bond's  message:  "We  have  no  divine  right  to  survive.  There's^ 


vice.  In  a  June  ranking  of  customer  satis- 
faction at  U.S.  banks,  Consumer  Reports 
placed  HSBC  third,  well  ahead  of  house- 
hold names  like  Citi,  Chase  and  Wells 
Fargo.  "HSBC  has  a  very  strong  manage- 
ment cadre,"  says  Ian  Woodhouse,  a 
banking  specialist  at  Pricewaterhouse- 
Coopers  in  London.  "They're  a  bit  like 
the  GE  of  the  financial  sector." 

That  reputation  explains  why  the  late 
Edmond  Safra  bypassed  several  offers 
from  blue-ribbon  Swiss,  American  and 
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York,  but  in  the  back  rooms  of  HSBC's 
U.K.  operations.  In  1992  HSBC  spent  $6 
billion  on  Britain's  limping  and  much- 
lampooned  Midlands  Bank.  "There 
were  zillions  of  people  walking  around 
the  branch,  and  I  didn't  know  what  they 
were  doing,"  says  William  Dalton,  chief 
executive  of  HSBC's  U.K.  operations.  "It 
was  an  eyeshade  kind  of  thing."  All 
branch  paperwork  was  moved  to  eight 
centralized  service  centers  around  the 
country,  and  the  innovations  of  the  next 


centers  and  had  trained  her  staff  to  have 
American  accents  for  U.S.  clients.  That 
got  Arena  thinking.  Citibank  started  is 
suing  credit  cards  in  South  Dakota  20 
years  ago;  HSBC  could  have  credit  cards 
ordered  and  embossed  in  India.  HSBC  is 
also  studying  the  possibility  of  down 
loading  data  to  print-and-mail  centers  in 
Holland  or  Denmark.  "The  Dutch  and 
Danes  give  you  almost  a  domestic 
postage  rate  for  international,"  the  op 
portunistic  Arena  says. 


HSBC  is  spending  $2  billion  on 
money-saving  technology  this  year,  in- 
cluding a  $200  million  IBM  project  to  cre- 
ate a  massive  interface  so  customers  can 
direcdy  tap  into  HSBC's  accounting  sys- 
tems and  do  their  banking  by  any  means 
they  choose:  phones,  digital  TV,  PC,  Web 
or  handheld  devices.  Look  past  HSBC's 
use  of  technology,  however,  and  you'll 
ind  something  more  fundamental  to  the 
company:  thrift.  "I  turn  out  the  lights 
when  I  leave  a  room  because  it  costs 
$700,000  a  year  just  to  light  our  ten  main 
juildings  in  London,"  says  Bond.  He  flies 
economy,  takes  the  subway  to  work  and 
lis  $1.1  million  total  compensation  last 
year  was  a  fraction  of  Sanford  Weill's 
$164  million  compensation  package 
(FORBES,  May  15). 

That's  why  HSBC  is  sneeringly  re- 
erred  to  as  the  "Home  for  Scottish  Bank 
Clerks."  It  has  consolidated  105  service 
centers  into  25  over  the  past  four  years, 
trying  to  reinvest  the  savings  in  the  rev- 
enue side  of  the  business. 

HSBC  hasn't  always  been  bang  on  tar- 
get. Bond's  predecessor,  Willie  Purves, 
formidably  turned  the  1865-founded 
colonial  bank  headquartered  in  Hong 
Kong — then  called  Hong  Kong  &  Shang- 
hai Bank  Corp. — into  an  international 
colossus  headquartered  in  London.  But 
there  were  problems  with  Purves'  cre- 
ation. The  assets  were  all  operating  under 
different  brand  names,  a  low-cost  feder- 
ation patched  together  from  bits  and 
pieces.  The  investment  bank  was  second 
der,  asset  management  weak  and  it  failed 
:o  hum  as  a  whole. 


Chinese  saying.  Today  a  rooster,  tomorrow  a  feather  duster." 


Citi,  by  contrast,  is  more  cohesive  and 
rar  ahead  in  global  branding.  So  Bond 
ordered  a  major  revaluation  not  long 
ifter  HSBC  reported  the  largest  profits  of 
iny  bank  in  history  in  1997.  His  message: 
'We  have  no  divine  right  to  survive, 
rhere's  an  old  Chinese  saying.  'Today  a 
ooster,  tomorrow  a  feather  duster.' " 

Bond  is  making  HSBC  evolve:  less  a 
iank  focused  on  corporate  customers 
ind  much  more  a  multinational  wealth 
nanagement  firm  focused  on  retail  cus- 


tomers. HSBC  has  spent  $20  billion  in  the 
past  12  months  on  private  banks,  includ- 
ing Safra's  empire.  The  pending  acquisi- 
tion of  Credit  Commercial  de  France,  the 
EU's  largest  cross-border  bank  merger, 
will  help  catapult  HSBC's  assets  under 
management  to  $250  billion. 

HSBC's  private  bank  caters  to  clients 
with  $1  million  or  more  to  invest, 
60,000  of  the  world's  superrich,  and  that 
makes  it  the  world's  third-largest  private 
bank  after  Switzerland's  Credit  Suisse 


and  UBS,  says  PricewaterhouseCoopers' 
Ian  Woodhouse.  Below  those  clients 
come  the  growing  number  of  "mass  af- 
fluent," those  with  incomes  between 
$100,000  and  $500,000.  The  vehicle  for 
them  is  Project  "Red  Bull,"  a  $1  billion 
joint  venture  with  Merrill  Lynch,  kept 
tightly  under  wraps  in  the  City  of  Lon- 
don. Behind  stacks  of  still  unopened 
Compaqs  and  a  humming  refrigerator, 
120  bankers  and  programmers  are  furi- 
ously building  an  Internet  bank.  In  the 
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jilblazing  and  bushwhacking,  let's  think  about  making  it  to  the  dry  cleaners  in  one  piece.  The 
ting  turns,  hairpin  off-ramps  and  ruthless  rush-hour  commutes.  With  its 
me  of  the  most  surefooted  vehicles  of  its  type.  "Everything  about  the  ML  430  is  more  immedia 
ing  to  Car  and  Driver.*  This  is  not  just  an  SUV.  It  is  a  268hp  flat-in-the-turns  mus   <  i 
OR  MERCEDES  or  visit  our  Web  site  at  www.MBUSA.cor 


The  M-Class  starts  at  $ 
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"M  an°  D'  ■    S'.artmg  MSRP  of  S35.300  for  a  2000  ML  320  excludes  S645  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  retailer  prep  charges,  insurance, 

RESTRAINT  SYSTEM,  SO  REMEMBER  AIR  BAG  SAFETY:  BUCKLE  EVERYONE  AND  CHILDREN  IN  BACK! 
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Sometimes  the  greatest  challenge  for  an  SUV 
isn't  going  off  road,  but  staying  on. 
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Mercedes-Benz 

npliance  or  noncompliance  fees,  and  finance  charges.  ML430  shown  at  MSRP  of  544,225  includes  optional  metallic  paint.  Prices  may  vary  by  retailer.  WARNING:  AIR  BAGS  ARE  A  SUPPLEMENTAL 

©  1999  Mercedes-Benz  USA,  Inc.,  Montvale,  NJ,  A  DaimlerChrysler  Company. 


fall  "Red  Bull"  will  start  rolling  out  in  21 
countries  (but  not  the  U.S.)  cash  man- 
agement accounts,  credit  cards,  award- 
winning  research,  online  trading  and  a 
fund  supermarket. 

The  bet:  By  marrying  HSBC's  back- 
room procedures  with  Merrill  Lynch's 
research — and  then  adding  on  some  of 
the  world's  best  third-party  products, 
such  as  Fidelity  Funds — "Red  Bull"  will 
cannibalize  a  small  percentage  of  HSBC's 
customers  while  picking  up  millions  of 
new  customers  across  the  globe. 

Premier  banking  kicks  in  below  "Red 
Bull."  In  March  HSBC  began  sending  out 
Premier  cards  to  a  half  million  customers 
with  $50,000  to  $100,000  on  deposit  at 
the  bank.  Premier  customers  get  an  elite 
floor  of  a  branch  and  a  dedicated  rela- 
tionship officer,  and  the  service  is  tiered 
down  further  than  the  $100,000  mini- 
mum required  at  rival  CitiGold. 

There's  a  global  race  on  to  become 
the  world's  premier  financial  services 
company.  Citibank's  strategy  was  to 
merge  with  Travelers  and  become  a  Ger- 
man-style universal  bank,  producing  vir- 
tually every  financial  product  in-house. 
But  there's  a  built-in  incentive  at  univer- 
sal banks,  tacit  or  not,  to  shove  in-house 
products  down  the  throats  of  customers, 
and  HSBC  is  consciously  taking  a  different 
path.  "We  took  the  seminal  decision  that 
we  are  at  the  client  end,  not  the  producer 
end,  of  the  business,"  says  Bond.  "The 
best  way  to  keep  clients  is  by  offering  the 
best  products  available.  We  say  to  our  in- 
ternal providers,  'You  have  to  compete 
for  shelf  space  with  [for  example]  other 
major  insurers  in  the  world.'  A  major 
competitive  strength  is  our  processing 
capability,  but  what  we  process  can  come 
from  best  of  breed." 

We  tested  Bond's  claims  as  HSBC's 
insurance  arm  is  compounding  at  an 
annual  33%  rate.  In  the  U.S.  HSBC  sells 
everything  from  "Disability"  to  "Inter- 
national Medical,"  and  we  counted  17 
different  insurers,  from  John  Hancock 
to  Lloyd's  of  London  syndicates,  among 
HSBC's  offerings.  In  1999  the  Financial 
Institutions  Insurance  Association 
named  HSBC  the  bank  that  had  built 
nsurance  program  in  the  U.S. 
base  and  Citi.  Beaten  again,  r 


Intentional 
Grounding 

If  your  flight  gets  canceled  this  summer, 
the  airline  would  prefer  that  you  blame 
one  of  its  unions  for  your  suffering. 


BY  BRANDON  C0PPLE 

FREQUENT  FLIER  DONALD  ARNDT 
isn't  going  to  be  traveling  as  fre- 
quently on  UAL  Corp.'s  United 
Airlines  anymore.  United  canceled 
his  June  7  flight  from  Oakland  to  Las 
Vegas,  then  bused  him  to  San  Fran- 


cisco to  catch  a  flight  seven  hours 
later.  The  airline  also  canceled  the  re- 
turn trip  four  days  later,  putting  him 
on  another  airline  to  Orange  County, 
where  he  waited  four  hours  for 
connecting  flight  from  Alaska.  "I've| 
had  trouble  all  over,  you  kind  of  ex- 


Chaos  has  come  again:  Flight  attendants  try  to  win  public  approval  and  higher  wages, 
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Cm  proud  of  him  because 
e  asked  about  VIAGRA. 
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-VIAGRA  has  shown  improvement  in  erectile 
function  in  4  out  of  5  men  compared  with 
I  out  of  4  for  sugar  tablets 

— More  than  6  million  men  in  the  US  have 
been  prescribed  VIAGRA  ( I  million  were  also 
taking  blood  pressure-lowering  medication) 
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I  love  him  because 
he  did  it  for  us. 
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VIAGRA  is  effective  and  well  tolerated  in  a  variety  of  patients.  More  than  17  million  prescriptions  have 
en  written  in  the  United  States.* 

VIAGRA  is  not  for  everyone.  Be  sure  to  ask  your  doctor  if  your  heart  is  healthy  enough  to  handle  the  extra 
ain  of  sexual  activity.  If  you  have  chest  pains,  dizziness,  or  nausea  during  sex,  stop  and  immediately  tell 
ur  doctor.  If  you're  a  man  who  uses  nitrate  drugs,  never  take  VIAGRA — your  blood  pressure  could 
ifdenly  drop  to  an  unsafe  level.  With  VIAGRA,  the  most  common  side  effects  are  headache,  facial  flushing, 
1  upset  stomach.  VIAGRA  may  also  briefly  cause  bluish  vision,  sensitivity  to  light,  or  blurred  vision.  In  the 
;  event  of  an  erection  lasting  more  than  4  hours,  seek  immediate  medical  help.  Remember  to  protect 
irself  and  your  partner  from  sexually  transmitted  diseases. 


see  patient  summary  of  information  about  VIAGRA  [25-mg,  50-mg,  \00-mg)  tablets  on  the  following  page. 


•  Data  on  file.  Pfizer  Inc.  New  York.  NY 


c  your  doctor  if  a  FREE  TRIAL  of  VIAGRA  is  right  for  you. 
more  information,  call  1-888-4VIAGRA  or  visit  www.viagra.com. 


(sildenafil  citrate) tablets 

Love     life     again. 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

VIAGRA 

(sildenafil  citrate)  ubitu 

This  summary  contains  important  information  about 
VIAGRA*.  It  is  not  meant  to  take  the  place  of  your  doctor's 
instructions.  Read  this  intormation  carefully  before  you  start  taking 
VIAGRA.  Ask  your  doctor  or  pharmacist  if  you  do  not  understand 
any  of  this  information  or  if  you  want  to  know  more  about  VIAGRA, 

This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However.  VIAGRA  is  not  for  everyone.  It  is  intended  lor 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction. 
VIAGRA  must  never  be  used  by  men  who  are  taking 
medicines  that  contain  nitrates  of  any  kind,  at  any  time. 
This  Includes  nitroglycerin.  If  you  take  VIAGRA  with  any 
nitrate  medicine  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  or  life  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in 
men.  It  can  help  many  men  who  have  erectile  dysfunction  get  and 
keep  an  erection  when  they  become  sexually  excited  (stimulated). 

You  will  not  get  an  erection  just  by  taking  this  medicine.  VIAGRA 
helps  a  man  with  erectile  dysfunction  gel  an  erection  only  when  he 
is  sexually  excited. 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  fills  with  more 
blood  than  usual  The  penis  then  expands  and  hardens.  This  is 
called  an  erection  Alter  the  man  is  done  having  sex,  this  extra  blood 
flows  out  of  the  penis  back  into  the  body  The  erection  goes  away. 
If  an  erection  lasts  for  a  long  time  (more  than  6  hours),  it  can 
permanently  damage  your  penis  You  should  call  a  doctor 
immediately  if  you  ever  have  a  prolonged  erection  that  lasts  more 
than  4  hours. 

Some  conditions  and  medicines  interfere  with  this  natural  erection 
process  The  penis  cannot  fill  with  enough  blood  The  man  cannot 
have  an  erection  This  is  called  erectile  dysfunction  it  it  becomes  a 
Ireguent  problem 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may 
nol  be  advisable  tor  people  who  have  heart  problems  Belore  you 
start  any  treatment  for  erectile  dysfunction,  ask  your  doctor  il  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex  If 
you  have  chest  pains,  dizziness  or  nausea  during  sex.  stop  having 
sex  and  immediately  tell  your  doctor  you  have  had  this  problem 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation  When  a  man  is  sexually  excited.  VIAGRA  helps 
the  penis  till  with  enough  blood  to  cause  an  erection  Alter  sex  is 
over,  the  erection  goes  away 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  {How  Sex  Affects  the  Body),  ask  your  doctor  if 
your  heart  is  healthy  enough  for  sexual  activity 

II  you  take  any  medicines  that  contain  nitrates-either 
regularly  or  as  needed-you  should  never  take  VIAGRA. 

II  you  take  VIAGRA  with  any  nitrate  medicine  or  recreational  drug 
containing  nitrates,  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  level  You  could  get  dizzy,  taint,  or  even  have  a  heart 
attack  or  stroke  Nitrates  are  lound  in  many  prescription  medicines 
that  are  used  to  treat  angina  (chest  pain  due  to  heart  disease)  such 
as 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes. 

and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets 
that  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  m  recreational  drugs  such  as  amyl  nitrate 
or  nitrite  (poppers' )  It  you  are  not  sure  il  any  ol  your  medicines 
contain  nitrates,  or  it  you  do  not  understand  what  nitrates  are. 
ask  your  doctor  or  pharmacist 

VIAGRA  is  only  lor  patients  with  erectile  dysfunction  VIAGRA  is  nol 
tor  newborns,  children,  or  women  Do  not  let  anyone  else  take  your 
VIAGRA  VIAGRA  must  be  used  only  under  a  doctor's  supervision 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction  It  is  a  treatment 

lor  erectile  dystunction 

•  VIAGRA  does  not  protect  you  or  your  partner  trom  getting 
sexually  transmitted  diseases,  including  HIV— the  virus  that 
causes  AIDS 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  Is  right  tor  you  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure  You  will 
need  to  have  a  thorough  medical  exam  to  diagnose  your  erectile 
dystunction  and  to  find  out  it  you  can  safely  take  VIAGRA  alone  or 
with  your  other  medicines  Your  doctor  should  determine  if  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex 
Be  sure  to  tell  your  doctc 

•  have  ever  had  any  heart  problems  (e  g .  angina,  chest  pain, 
heart  tailure,  Irregular  heart  beats,  or  heart  attack) 

•  hav?  ever  had  a  stroke 


•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 

•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works.  Tell  your 
doctor  about  any  medicines  you  are  taking  Do  not  start  or  stop 
taking  any  medicines  belore  checking  with  your  doctor  or 
pharmacist.  This  includes  prescription  and  nonprescription 
medicines  or  remedies.  Remember,  VIAGRA  should  never  be  used 
with  medicines  that  contain  nitrates  (see  VIAGRA  Is  Not  lor 
Everyone).  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  lor  You.)  VIAGRA 
should  not  be  used  with  any  other  medical  treatmenls  that  cause 
erections  These  treatments  include  pills,  medicines  that  are  injected 
or  inserted  into  the  penis,  implants  or  vacuum  pumps. 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg.  50  mg  and  100  mg).  II 
you  do  nol  get  the  results  you  expect,  talk  with  your  doctor.  You 
and  your  doctor  can  determine  the  dose  that  works  best  for  you 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  II  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 

If  you  are  older  than  age  65,  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  ol 
VIAGRA  If  you  are  taking  protease  inhibitors,  such  as  for  the 
treatment  of  HIV.  your  doctor  may  recommend  a  25  mg  dose  and 
may  limit  you  to  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a 
48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  belore  you  plan  to  have  sex.  Beginning 
in  about  30  minutes  and  lor  up  lo  4  hours.  VIAGRA  can  help  you  get 
an  erection  if  you  are  sexually  excited  II  you  fake  VIAGRA  after  a 
high-lat  meal  (such  as  a  cheeseburger  and  french  fries),  the 
medicine  may  take  a  little  longe'  lo  start  working  VIAGRA  can  help 
you  get  an  erection  when  you  are  sexually  excited.  You  will  not  get 
an  erection  just  by  taking  the  pill. 

Possible  Side  Effects 

Like  all  medicines.  VIAGRA  can  cause  some  side  effects  These 
effects  are  usually  mild  to  moderate  and  usually  don't  last  longer 
than  a  lew  hours.  Some  ol  these  side  effects  are  more  likely  to  occur 
with  higher  doses.  The  most  common  side  effects  of  VIAGRA  are 
headache,  Hushing  ol  the  face,  and  upset  stomach  Less  common 
side  effects  thai  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  the  difference  between  blue  and  green 
obiects  or  having  a  blue  color  tinge  to  them),  eyes  being  more 
sensitive  to  light,  or  blurred  vision. 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours  You  should  call  a  doctor  immediately  if  you  ever  have  an 
erection  that  lasts  more  than  4  hours  If  not  treated  right  away, 
permanent  damage  lo  your  penis  could  occur  (see  How  Sex  Atlects 
the  Body) 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA  Most,  but  not  all,  of  these 
men  had  heart  problems  belore  taking  this  medicine  It  is  not 
possible  lo  determine  whether  these  events  were  directly  related  to 
VIAGRA 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet  It  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

Storing  VIAGRA 

Keep  VIAGRA  out  ol  the  reach  ol  children  Keep  VIAGRA  in  its 
original  container  Store  at  room  temperature,  59°-86°F  (15°-30°C) 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction 
Only  your  doctor  can  decide  il  il  is  right  lor  you  This  sheet  is  only  a 
summary  It  you  have  any  questions  or  want  more  intormation  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  wwwviagra.com. 
or  call  1-888-4VIAGRA 

23-5515-00-4 
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pect  it,"  he  sighs.  "But  this  was  a  new 
level  of  frustration." 

Get  ready  for  more  of  same.  United 
will  have  canceled  4,800  flights — 2% 
of  its  total — this  spring  and  summer 
because  many  of  its  pilots  refuse  to  fly 
overtime.  The  pilots'  union  points  out 
that  turning  down  extra  hours  is 
within  a  pilot's  rights.  It  also  swears 
the  sudden  aversion  to  overtime  has 
nothing  to  do  with  the  contract  nego- 
tiations between  $18  billion  (sales) 
United  and  the  Airline  Pilots  Associa- 
tion, which  have  been  going  on  since 
1998  and  were  submitted  to  arbitra- 
tion in  April. 

Union-ordered  or  not,  the  slow- 
down sends  a  grass-roots  message  to 
the  Chicago-based  carrier:  Pay  up  or 
we'll  hit  you  where  it  hurts  most,  in 
passenger  service.  It  comes  at  a  partic- 
ularly inconvenient  time,  when  UAL  is 
trying  to  get  federal  approval  of  its 
$4.3  billion  offer  to  acquire  US  Air- 
ways. Unions  can't  squelch  the  deal, 
since  United's  board  (where  pilots  and 
mechanics  each  have  a  seat)  has  ap- 
proved it.  But  they  can  make  life  mis- 
erable for  the  combined  companies. 

You  don't  see  quite  as  many  picket 
lines  these  days,  but  that  doesn't  mean 
that  unions  are  powerless.  In  the  air- 
line business,  service  disruptions  have 
become  the  preferred  method  of  lean- 
ing on  management  around  contract 
negotiation  time. 

■  In  February  1999  pilots  at  AMR's 
American  Airlines  staged  a  six-day 
sickout  in  protest  against  American's 
purchase  of  Reno  Air.  An  estimated 
670,000  passengers  saw  their  flights 
canceled  as  a  result 

■  Flight  attendants  have  been  resorting 
to  Create  Havoc  Around  Our  System 
(Chaos) — a  system  of  unannounced, 
intermittent  strikes  against  individual 
flights.  Chaos  got  the  flight  attendants 
a  50%  raise  at  Alaska  Airlines  in  1993. 
Since  then  the  threat  of  roving  strikes 
has  won  the  attendants  pay  hikes  at 
three  airlines,  including  an  11%  raise 
at  US  Airways,  where  management 
came  to  the  table  demanding  a  5%  cut 
in  pay  and  benefits.  A  six-year  veteran 
flight  attendant  there  now  gets  $3 1 ,000 
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Mechanics  are  restless,  prompted  by  the  vote  in  favor  of  the 

deal.  "We  can  shut  down  an  airline  just  as  easy  as  the  pilots." 


a  year  for  75  flight  hours  a  month. 
■  Last  February  someone  cut  wires  in 
the  cockpit  of  a  US  Airways  737  while 
the  plane  sat  in  the  airline's  Charlotte 
N.C.  maintenance  hub.  The  machin- 
ists' union  and  US  Airways  were 
locked  in  brawling  contract  talks  that 
stopped  just  short  of  a  strike.  The 
union  insisted  its  members  would 
never  sabotage  a  plane.  But  the  wires 
were  cut  in  an  area  restricted  to  al- 
most everybody  but  employees,  and  it 
scarcely  looked  like  the  work  of  a 
terrorist  because  it  was  the  sort  of  cir- 
cuit break  that  would  have  been 
picked  up  in  a  preflight  check. 
The  FBI  investigated  but  didn't 
catch  the  culprit. 

If  the  US  Airways  merger  goes 
through,  United  will  have  the  ad- 
ditional problem  of  reconciling 
disparities  in  seniority  rules,  pay 
and  benefits  for  its  pilots,  flight  at- 
tendants and  mechanics  from  the 
two  airlines.  United  pilots  have, 
overall,  less  seniority  than  their 
US  Airways  counterparts,  but  they 
also  fly  bigger  planes;  they  won't 
let  the  merger  knock  them  down 
the  ladder  and  out  of  those  777 
cockpits. 

The  merger  could  also  stir  up 
the  mechanics.  At  United  they  are 
members  of  the  International  As- 
sociation of  Machinists  &  Aero- 
space Workers,  an  AFL-CIO  affiliate  that 
lumps  them  together  with  baggage 
handlers  and  the  folks  that  clean  the 
planes,  among  others.  Six  years  ago 
some  renegade  mechanics  tried  to 
leave  the  pot-luck  IAM  for  a  union  that 
represents  only  their  kind — the  Air- 
craft Mechanics  Fraternal  Association. 
The  incumbent  union  won  a  close 
vote,  but  now  the  mechanics  are  rest- 
less again,  prompted  by  the  catch-all 
union's  vote  in  favor  of  the  US  Airways 
deal,  which  the  mechanics  opposed. 
"We  can  shut  down  an  airline  just  as 
lie  pilots, "  says  Joseph  Prisco,  a 
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United  mechanic  in  San  Francisco. 

The  proliferation  of  sneak  attacks 
stems  in  part  from  a  wave  of  contract 
renewals.  In  just  the  past  two  years 
more  than  20  union  contracts  have  ex- 
pired. And  it  is  part  of  a  trend  going 
back  to  the  airline  deregulation  of 
1978.  "These  are  fairly  highly  paid 
folks  who've  been  resisting  this  cost 
pressure  for  a  long  time,"  says  Sam 
Peltzman,  an  economics  professor  at 
the  University  of  Chicago. 

The  unions  figure  the  airlines  can 
cough  up  more  money.  Before  this 
year's  rise  in  fuel  costs,  industry  earn- 


Not  Rising 


In  1994  pilots  at  United  gave  up  raises  in  lieu 
of  stock  grants.  Salaries  for  747  pilots  with  25 
years  under  their  caps  can  reach  $210,000— 
but  are  rising  at  a  slower  rate  than  UAL's  profits, 
which  were  soaring  until  fuel  prices  jumped. 
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Salaries,  which  Include  a  nominal  rounded  3%  annual  cost  of  living 
allowance,  are  based  on  hourly  pay  rates  for  a  30-yr.  captain  at  UAL 
Sources:  AIR  Inc.:  Northwestern  University  Transportation  Library. 


ings  had  been  growing  10%  annually 
for  three  years.  An  index  of  airline 
stocks  doubled  between  1995  and 
1999.  Wages  haven't  kept  pace,  espe- 
cially at  United,  where  for  six  years  pi- 
lots and  machinists  have  forgone  com- 
petitive pay  raises  as  part  of  an 
employee  stock  ownership  plan.  But 
they  can't  sell  their  shares  until  retire- 
ment and,  besides,  the  airline  intends 
to  end  the  ESOP.  In  all  likelihood  both 
unions  will  demand  a  snap-back  to 
pay  comparable  with  other  airlines'. 

Airlines  can  go  to  court  if  a  service 
disruption  happens  during  negotia- 


tions (the  1926  Railway  Labor  Act  per- 
mits disruptive  action  only  after  talks 
break  down)  and  the  airline  can  prove 
the  union  ordered  it.  The  early  1999 
sickout  at  American  ended  with  an  ex- 
asperated federal  judge  ordering  pilots 
to  get  back  in  the  air. 

When  United's  pilots  began  refus- 
ing overtime  in  May,  they  didn't  vio- 
late their  contract,  so  United  couldn't 
go  to  a  federal  court.  Instead  it  sought 
relief  in  the  court  of  public  opinion, 
loudly  blaming  the  pilots  for  the  rash 
of  cancelations. 

The  public  relations  battle  is  vital 
as  airlines  get  more  and  more  sen- 
_  sitive  to  passenger  annoyance. 
Consumers  lodged  13,395  com- 
plaints against  airlines  in  the  first 
nine  months  of  1999,  more  than 
twice  as  many  as  in  1998.  The  pub- 
lic's deteriorating  view  of  airlines 
almost  led  last  year's  Congress  to 
pass  a  passengers'  bill  of  rights.  In- 
stead, airlines  adopted  a  list  of  12 
promises,  including  fast  refun 
and  more  frequent  updates  on  de 
lays  and  cancelations.  But  a  recent 
Department  of  Transportation 
study  suggests  that  self-policing 
may  not  be  enough. 

Only  one  industry  player  seem 
immune  to  labor  strife — South- 
west. The  carrier  is  80%  unionizedJ 
but  it  has  never  had  a  labor-backed 
service  interruption.  While  wages  are 
only  competitive  with  those  at  other 
airlines,  Southwest  offers  all  full-time 
employees  profit-sharing.  And  with  27 
consecutive  years  of  profitability, 
workers  have  reaped  a  bounty:  From 
1990  to  1999  they  received  an  average 
profit-sharing  bonus  of  11%.  South 
west's  stock  is  up  300-fold  since  it! 
public  offering  in  1971.  Fliers  love  its 
lowball  fares. 

Someday  UAL  may  enjoy  a  blissful 
combination  of  happy  shareholders! 
happy  customers  and  happy  workers 
But  that's  a  long  way  off.  f 
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Why  settle  for  a  smaller  jet  from  the  other  guys  when  you  can  have  a  Citation  III  from  Flight  Options?  Imagine,  fot 
about  the  same  acquisition  cost  of  a  competitor,  you  can  acquire  a  larger,  more  comfortable  aircraft.  Or,  if  you  prefei 
Flight  Options  can  save  you  about  35%  over  the  competition  for  a  "same  size"  jet.  At  Flight  Options,  you  pay  for  onl 
what  you  need,  but  receive  so  much  more:  upfront  savings  of  hundreds  of  thousands  of  dollars,  guaranteed  liquidity 
100%  availability,  predictable  fixed  costs,  maximum  flexibility,  world-class  service  and  amenities  and  a  30-day  walk 
away  guarantee.  As  the  first  to  take  fractional  jet  ownership  into  the  pre-owned  marketplace,  we've  made  jet  ownershi 
truly  affordable.  For  detailed  information,  and  to  schedule  a  confidential  consultation  on  the  right  sized  jet  for  yoi 
needs,  call  877.703.2348  today.  Flight  Options.  We've  got  your  options. 
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phone:  216.797.8345  fax:  216.797.6024  www.flightoptions.com 

"Approximate  purchase  price  lor  a  1/4  share. 
Milalili'  in  mimII.  mid  range  and  large  cabin  business  jets  including  the  Citation  II,  Beechjet  400A.  Citation  III,  Hawker  800,  (akon  'jO  and  Chall 
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SCOTLAND'S  SUMMER  GAM 

The  British  Open    ■"■'    ' 
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A  barefoot  Frenchman  up  to  his  ankles  in  water  and  up  to  his  neck  in  trouble.  A  course  set  up 
so  mercilessly  (speaking  of  Frenchmen),  it  had  us  thinking  of  a  certain  Marquis.  And  by  the 
time  it  ended,  last  year's  British  Open  added  obscurity  to  infamy  by  crowning  a  little-known 
Scotsman,  Paul  Lawrie,  as  champion.  Fortunately  for  British  golf,  there  is  always  St.  Andrews  to 
come  home  to.  The  2000  Open  will  be  played  this  July  on  the  Old  Course,  hard  by  the  Firth  of 
Forth.  Expect  brilliant  play  from  marquee  names,  with  some  dark-horse  heroics  as  well.  For 
controversy,  tune  in  to  a  background  argument  over  the  rule-breaking  nature  of  clubfaces  on 
certain  drivers.  The  phenomenon  under  scrutiny  is  called  "spring-like  effect."  Unfortunately  for 
golf  purists,  it's  a  term  we'll  hear  often  during  Scotland's  summer  classic. 
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IN  HIS  MARVELOUS  BOOK 
The  Spirit  of  St.  Andrews, 
Alister  MacKenzie  wrote,  "A 
good  golf  course  is  like  good 
music  or  good  anything  else:  It  is 
not  necessarily  a  course  which 
appeals  the  first  time  one  plays 
over  it,  but  one  which  grows  on 
the  player  the  more  frequently 
he  visits  it."  I  know  what  he 
meant,  but  this  was  not  my  own 
experience  with  the  Old  Course. 
I  fell  in  love  with  St.  Andrews 
even  before  I'd  put  my  spikes  on. 

The  Old  Course  is  surely  the 
most  unique,  the  most  intricate 
and  the  most  strategic  golf 
course  in  the  world.  While  I  don't 
pretend  that  I  fully  appreciated  all  of  this 
on  my  first  visit  (for  the  1978  British 
Open),  I  was  fortunate  in  being  far  better 
prepared  and  equipped  than  most,  thanks 
to  a  remarkable  guide. 

Prior  to  the  '78  Open,  Gerald  Micklem, 
a  renowned  authority  on  St.  Andrews, 
compiled  some  detailed  notes  for  me  high- 
lighting various  (and  varying)  strategies 
for  playing  the  Old  Course.  As 
it  was  Micklem  who  had  provided 
the  blueprint  for  the  R&A's  preferred  '78 
Open  pin  placements,  his  observations 
and  insights  were  priceless.  I  fe  believed  the 
Old  Course  was  the  ultimate  test  of  a 
golfer,  and  I  concur. 

These  holes  challenge  every  aspect  of 
your  game,  testing  you  both  mentally  and 
physically.  On  any  golf  course,  you  hope 
that  you  strike  the  ball  well,  but  at  St. 
Andrews  it  is  also  essential  thai  you  hit  into 
the  right  places — and  invariably  these  are 
not  the  obvious  places. 

uidrews  is  at  its  best  when  it  is  firm 

and  fast-running — when  pitch-and-run 

turaged,  or,  for  that  matter, 


In  April  1990,  LINKS  colum- 
nist Nick  Faldo  shot  rounds  of 
67-65-67-71  to  set  an  Open 
record  for  St.  Andrews  and  fin- 
ish five  strokes  clear  of  the  field. 
It  was  the  second  of  Faldo  s 
three  British  Open  titles.  Who 
better,  then,  to  assess  the  quali- 
ties and  character  of  the 
world's  oldest  and  most  cele- 
brated links? 


required.  One  of  the  most  satisfying 
strokes  I  played  during  the  1990  Open  was 
a  pitch-and-run  approach  with  an  8-iron 
dirough  the  Valley  of  Sin  to  the  18th  green 
in  the  first  round.  I  cannot  imagine  ever 
attempting  to  play  such  a  shot  to  the  final 
green  in  a  U.S.  Open. 

Commentators  frequendy  remark  that 
luck  or  "rub  of  the  green"  plays  an  especial- 
ly significant  role  at  St.  Andrews.  I  disagree. 
If  a  "good  straight  drive  up  the  middle" 
finds  a  "nasty  hidden  pot  bunker,"  then 
clearly  the  drive  shouldn't  have  been  aimed 
toward  the  middle  of  the  fairway.  This  puz- 
zles some  people,  but  golf  would  surely  be  a 
monotonous  game  if  die  center  of  the  fair- 
way were  always  the  optimum  line,  and  at 
St  Andrews  it  usually  isn't. 

I  believe  one  of  the  Old  Course's  greatest 
qualities  is  its  capacity  to  sift  good  shots 
from  those  that  have  been  poorly  con- 
ceived. A  shot  played  wisely  one  day,  how- 
ever, is  not  necessarily  such  a  clever  one  the 
following  day.  Conditions  are  ever-chang- 
ing at  St.  Andrews  and  with  every  change 
in  conditions  there  is  typically  a  new 


Holing  out  to  win  a  British  Open  at  St. 
Andrews  would  top  most  any  golfer's  wish  li| 
The  author  (above)  exulting  in  1990. 


strategy  for  players  to  consider. 

A  criticism  often  levelled  at  St.  An 
is  that  its  bunkers  are  not  only  uncoi 
tionally  positioned  but  that  they  are 
too  penal.  Yes,  Hell  bunker  is  hell  to 
out  of  and  the  Road  Hole  bunker  is 
worse,  but  then,  they  are  meant  to  be 
ards.  If  you  occasionally  have  to  play 
sideways  and  surrender  a  stroke,  so  be  i 

St.  Andrews  has  been  lengthened  sii 
its  last  Open  Championship  in 
Twenty-first  century  technology  has  pre 
ably  made  this  necessary,  but  there 
other  ways  of  addressing  the  balance. ' 
introduction  of  one  or  two  strategdi 
placed  pot  bunkers  could  have  just 
much  of  an  impact.  "But  you  mus 
touch  the  Old  Course,"  traditionalists 
cry.  I  am  a  traditionalist,  but  I  am  als 
realist,  and  I  fail  to  see  how  the  (carefi 
considered)  addition  of  a  single 
bunker  is  deemed  to  be  altering  a  1 
when  extending  the  tee  by  some  30  yarc 
not.  And  if  the  additional  bunkers  di< 
improve  the  course  they  could  easily 
filled  and  grown  over. 

Heretical  talk?  Well,  since  we  began 
quoting  him,  what  do  you  suppose  Ali 
MacKenzie  would  suggest  if  he  were  a 
today?  I'm  sure  he  would  venture  a  m 
imaginative  solution  than  merely  exte 
ing  a  few  championship  tees. 
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11  it  had  lour  wheels  and  a  motor,  he  would  lix  it. 
And  it  wa.s  only  a  auick  turn  from  getting  an  old  Tord 
woody  up  and  running  to  running  his  own  business. 
.Now  that  the  first  part  ol  his  dream  has  come  true, 
part  two  is  coming  up  last.  And  were  here  to  help. 

Tor  over  5o  years,  our  retirement  and  savings 
products     have    helped     those     who    worked     in    the 


not-for-profit  world   turn   their  dreams   into  reality. 

xslow  were  doing  the  same  lor  people  like  Jtvoo  and  the  rest  ol  America. 

Individuals  and  groups,  companies  and  partnerships  —  big  and  small  —  receive  the  same  oualiry  service  and 
care.  I  he  same  freedom  ol  choice.  1  he  same  retirement  and  savings  products  offering  a  variety  of 
investment  options.  All  with  a  single  phone  call.  All  without  front-end  charges,  withdrawal  lees  or  transfer 
'charges,  from  a  local  salaried  consultant  you  ffef  to  know  by  name  and  who  has  a  personal  and  professional 
interest  in  the  financial  well  being  of  those  we  serve. 

Its  our  way  of  helping  ivob  keep  his  dream  alive  --  and  anyone  striving  for  a  secure  future. 


Mutual  of  America 

tk  spirit  cf America 


320  Park  Avenue,  New  York,  NY  1 0022-6839  I  800  468  3785  wHw.muiualofumerica.com  Mutual  of  America  Life  Insurance  Company  is  a  Registered  Broker/Dealer 


401(k)    •    403(b)    •    457    •    ANNUITIES    •    TDA    •    RETIREMENT   PLANS    •    LIFE    INSURANCE 


"For  complete  information  on  our  variable  accumulation  annuity  products,  including  all  charges  and  expenses,  please  refer  to  the  applicable  prospectuses 
which  can  be  obtained  by  calling  1-800-468-3785  and  should  be  read  carefully  before  investing. 


ddenly,  lowering  my  high  cholesterol 
became  even  more  important  than  football. 


Head  Coach  Dan  Reeves 


iiy  six  weeks  before  one  of  the  i 
felt  a  strange  pain  in  my  chest  -  and  wanted  to  ignore  it.  I  mentioned 
it  to  my  doctor,  who  encouraged  me  to  get  it  checked  out  the  next  day. 
What  they  found  was  unlike  any  opponent  I  had  ewer  faced:  three  of 
my  arteries  were  more  than  90  percent  blocked.  I  was  suffering  from 
heart  disease  and  had  to  undergo  emergency  bypass  surgery. 
Fortunately,  I  had  a  full  recovery,  and  was  even  able  to  coach  my  team  in 
the  biggest  game  of  the  season  four  weeks  later.  Looking  back,  I  wish 
I  had  done  some  of  the  things  I  am  doing  now  to  take  better  care  of 
myself.  Some  of  those  things  include     ^^^^JSffi^^ffl^^ffl 

diet  and  exercise  are  not  enough,  ZOCOR  can  help  people  with  high 
cholesterol  and  heart  disease  live  a  longer  life  by  reducing  the  risk 
of  a  heart  attack.  ZOCOR  is  a  prescription 

medication,  so  you  should  ask  your  doctor  or  healthcare  professional 
if  ZOCOR  is  right  for  you.  ZOCOR  isn't  for  everyone,  including  women 
who  are  pregnant  or  nursing  or  who  may  become  pregnant,  people 
who  are  allergic  to  any  of  its  ingredients,  or  anyone  with  liver 
disease.  Unexplained  muscle  pain  or  weakness  could  be  a  sign  of  a 
rare  but  serious  side  effect  and  should  be  reported  to  your  doctor 
right  away.  Your  doctor  may  do  simple  blood  tests  before  and  during 
treatment  with  ZOCOR  to  check  for  liver  problems.  Be  sure  your  doctor 
knows  about  medications  you  may  be  taking  in  order  to  avoid  any 
serious  drug  interactions.  With  so  much  to  look  forward  to,  don't  let 
high  cholesterol  and  heart  disease  take  you  out  of  the  game. 


Talk  to  your  doctor  to  see  if  ZOCOR  is  right  for  you. 


MAL  INFORMATION  ON  ZOCOR  IMMEDIATELY  FOLLOWING  THIS  AD. 


ZOCOR 

(SIMVASTATIN) 


PLEASE  READ  THIS  SUMMARY  CAREFULLY,  AND  THEN  ASK  YOUR  DOCTOR  ABOUT 
ZOCOR.  NO  ADVERTISEMENT  CAN  PROVIDE  ALL  THE  INFORMATION  NEEDED  TO 
PRESCRIBE  A  DRUG.  THIS  ADVERTISEMENT  DOES  NOT  TAKE  THE  PLACE  OF  CAREFUL 
DISCUSSIONS  WITH  YOUR  DOCTOR.  ONLY  YOUR  DOCTOR  HAS  THE  TRAINING  TO 
WEIGH  THE  RISKS  AND  BENEFITS  OF  A  PRESCRIPTION  DRUG  FOR  YOU. 


USES  OF  ZOCOR 

ZOCOR  is  a  prescription  drug  that  is  indicated  as  an  addition  to  diet  for  many  patients  with  high  choles- 
terol when  diet  and  exercise  are  inadequate  For  patients  with  coronary  heart  disease  (CHD)  and  high  cho- 
lesterol, ZOCOR  is  indicated  as  an  addition  to  diet  to  reduce  the  risk  of  death  by  reducing  coronary  death; 
to  reduce  the  risk  ot  heart  attack,  to  reduce  the  risk  lor  undergoing  cardiac  procedures  (coronary  artery 
bypass  grafting  and  percutaneous  transluminal  coronary  angioplasty);  and  to  reduce  the  risk  of  stroke  or 
transient  ischemic  attack  (TIA) 
WHEN  ZOCOR  SHOULD  NOT  BE  USED 
Some  people  should  not  lake  ZOCOR.  Discuss  this  with  your  doctor. 

ZOCOR  should  not  be  used  by  patients  who  are  allergic  to  any  of  its  ingredients.  In  addition  to  the  active 
ingredient  simvastatin,  each  tablet  contains  the  following  inactive  ingredients:  cellulose,  lactose,  mag- 
nesium stearate,  iron  oxides,  talc,  titanium  dioxide,  and  starch.  Butylated  hydroxyanisole  is  added  as  a 
preservative. 

Patients  with  liver  problems:  ZOCOR  should  not  be  used  by  patients  with  active  liver  disease  or 
repeated  blood  test  results  indicating  possible  liver  problems.  (See  WARNINGS  ) 

Women  who  are  or  may  become  pregnant:  Pregnant  women  should  not  take  ZOCOR  because  it 
may  harm  the  fetus  Women  ot  childbearing  age  should  not  take  ZOCOR  unless  it  is  highly 
unlikely  that  they  will  become  pregnant.  If  a  woman  does  become  pregnant  while  on  ZOCOR.  she 
should  stop  taking  the  drug  and  talk  to  her  doctor  at  once 
Women  who  are  breast-leeding  should  not  take  ZOCOR 
WARNINGS 

Muscle:  Tell  your  doctor  right  away  if  you  experience  any  unexplained  muscle  pain, 
tenderness,  or  weakness  at  any  time  during  treatment  with  ZOCOR  so  your  doctor  can 
decide  if  ZOCOR  should  be  stopped.  Some  patients  may  have  muscle  pain  or  weakness 
while  taking  ZOCOR.  Rarely,  this  can  include  muscle  breakdown  resulting  in  kidney 
damage.  The  risk  of  muscle  breakdown  is  greater  in  patients  taking  certain  other  drugs 
along  with  ZOCOR.  such  as  the  lipid-lowering  drug  Lopid  (gemfibrozil),  and  other  fibrates; 
lipid-lowering  doses  of  niacin  (nicotinic  acid);  Sandimmune  (cyclosporine); 
itraconazole,  ketoconazole ,  and  other  azole  antifungal  drugs:  the  antibiotics  erythromycin 
and  clarithromycin;  HIV  protease  inhibitors;  and  the  antidepressant  nefazodone. 
Interruption  of  therapy  with  ZOCOR  should  be  considered  if  you  are  going  to  take  an  azole 
antifungal  medication,  such  as  itraconazole,  or  macrolide  antibiotics,  such  as  ery- 
thromycin. Patients  using  ZOCOR  along  with  any  of  these  other  drugs  should  be  carefully 
monitored  by  their  physician.  The  risk  of  muscle  breakdown  is  greater  in  patients  with 
kidney  problems  or  diabetes. 

Because  there  are  risks  in  combining  therapy  with  ZOCOR  with  the  drugs  listed  above, 
your  doctor  should  carefully  weigh  the  potential  benefits  and  risks.  He  or  she  should  also 
carefully  monitor  patients  tor  any  muscle  pain,  tenderness,  or  weakness,  particularly 
during  the  initial  months  ot  therapy  and  it  the  dose  ot  either  drug  is  increased.  Your 
doctor  also  may  monitor  the  level  ot  certain  muscle  enzymes  in  your  body,  but  there  is  no 
assurance  that  such  monitoring  will  prevent  the  occurrence  of  severe  muscle  disease. 

If  you  have  conditions  that  can  increase  your  risk  of  muscle  breakdown,  which  in  turn 
can  cause  kidney  damage,  your  doctor  should  temporarily  withhold  or  stop  ZOCOR.  Also, 
since  there  are  no  known  adverse  consequences  of  briefly  stopping  therapy  with  ZOCOR. 
treatment  should  be  stopped  a  few  days  belore  elective  major  surgery  and  when  any 
major  acute  medical  or  surgical  condition  occurs  Discuss  this  with  your  doctor,  who  can 
explain  these  conditions  to  you. 

Liver:  About  1%  of  patients  who  took  ZOCOR  in  clinical  trials  developed  elevated  levels 
of  some  liver  enzymes.  Patients  who  had  these  increases  usually  had  no  symptoms  Elevated  liver 
enzymes  usually  returned  to  normal  levels  when  therapy  with  ZOCOR  was  slopped 

In  the  ZOCOR  Survival  Study,  the  number  ol  patients  with  more  than  one  liver  enzyme  level  elevation  to 
greater  than  3  times  the  normal  upper  limit  was  no  different  between  the  ZOCOR  and  placebo  groups  Only 
8  patients  on  ZOCOR  and  5  on  placebo  discontinued  therapy  due  to  elevated  liver  enzyme  levels  Patients 
were  started  on  20  mg  ol  ZOCOR,  and  one  third  had  their  dose  raised  to  40  mg 

Your  doctor  should  perform  routine  blood  tests  to  check  these  enzymes  betore  you  start 
treatment  with  ZOCOR  and  periodically  thereafter  (for  example,  semiannually)  for  your 
first  year  ol  treatment  or  until  1  year  after  your  last  elevation  in  dose.  Patients  titrated  to 
the  80-mg  dose  should  receive  an  additional  test  at  3  months,  it  your  enzyme  levels  increase, 
your  d  orde'  more  Irequenl  tests  It  your  liver  enzyme  levels  remain  unusually  high,  your 

doctor  should  discontinue  your  medication. 

Tell  your  doctor  about  any  liver  disease  you  may  have  had  in  the  past  and  aboul  how  much  alcohol  you 
ime  ZOCOR  should  be  used  with  caution  in  patients  who  consume  large  amounts  ol  alcohol. 


PRECAUTIONS 

Before  starting  treatment  with  ZOCOR*  (simvastatin),  try  to  lower  your  cholesterol  by  other  meth 
such  as  diet,  exercise,  and  weight  loss.  Ask  your  doctor  about  how  best  to  do  this.  Any  other  medical  c 
lems  that  can  cause  high  cholesterol  should  also  be  treated. 

Drug  Interactions:  Because  ol  possible  serious  drug  interactions,  it  is  important  to  tell  your  doctor 
other  drugs  you  are  taking,  including  those  obtained  without  a  prescription. 

ZOCOR  can  interact  with  cyclosporine  (Sandimmune),  itraconazole,  ketoconazole,  Lopid,  ni; 
erythromycin,  clarithromycin,  HIV  protease  inhibitors,  and  nefazodone.  (See  WARNIN 
Muscle) 

Some  patients  taking  lipid-lowering  agents  similar  to  ZOCOR  and  coumarin  anticoagulants  (a  tyi 
blood  thinner)  have  experienced  bleeding  and/or  increased  blood  clotting  time.  Patients  taking 
medicines  should  have  their  blood  tested  before  starting  therapy  with  ZOCOR  and  should  contim 
be  monitored. 

Central  Nervous  System  Toxicity;  Cancer,  Mutations,  Impairment  of  Fertility:  Like  i 

prescription  drugs,  ZOCOR  was  required  to  be  tested  on  animals  belore  it  was  marketed  for  human 
Often  these  tests  were  designed  to  achieve  higher  drug  concentrations  than  humans  ach 
at  recommended  dosing.  In  some  tests,  the  animals  had  damage  to  the  nerves  in  the  central  ner 
system.  In  studies  ol  mice  with  high  doses  of  ZOCOR.  the  likelihood  ol  certain  types  of  cancerous  tui 
increased.  No  evidence  ol  mutations  of  or  damage  to  genetic  material  has  been  seen.  In  one  study 
ZOCOR,  there  was  decreased  fertility  in  male  rats. 

Pregnancy:  Pregnant  women  should  not  take  ZOCOR  because  it  may  harm  the  fetus. 

Safety  in  pregnancy  has  not  been  established.  In  studies  with  lipid-lowering  agents  similar  to  ZOl 
there  have  been  rare  reports  ol  birth  delects  ol  the  skeleton  and  digestive  system.  Therefore,  worn ' 
childbearing  age  should  not  take  ZOCOR  unless  it  is  highly  unlikely  they  will  become  pregnan 
woman  does  become  pregnant  while  taking  ZOCOR,  she  should  stop  taking  the  drug  and  talk  to  her 
tor  at  once.  The  active  ingredient  of  ZOCOR  did  not  cause  birth  defects  in  rats  at  3  times  the  human 
or  in  rabbits  at  3  times  the  human  dose. 

Nursing  Mothers:  Drugs  taken  by  nursing  mothers  may  be  present  in  their  breasl  milk.  Because  ( 
potential  tor  serious  adverse  reactions  in  nursing  infants,  a  woman  taking  ZOCOR  should  not  br 
feed.  (See  WHEN  ZOCOR  SHOULD  NOT  BE  USED.) 

Pediatric  Use:  ZOCOR  is  not  recommended  for  children  or  patients  under  20  years  of  age. 

SIDE  EFFECTS 

Most  patients  tolerate  treatment  with  ZOCOR  well,  however,  like  all  prescription  drugs,  ZOCOR  can  c 
side  effects,  and  some  ot  them  can  be  serious.  Side  effects  that  do  occur  are  usually  mild  and  s[ 
lived.  Only  your  doctor  can  weigh  the  risks  versus  the  benefits  of  any  prescription  drug.  In  clinical : 
ies  with  ZOCOR,  less  than  1 5%  ot  patients  dropped  out  of  the  studies  because  of  side  effects.  In  a 
long-term  study,  patients  taking  ZOCOR  experienced  similar  side  effects  to  those  patients  taking  pi; 
(sugar  pills).  Some  ol  the  side  effects  that  have  been  reported  with  ZOCOR  or  related  drugs  are 
below.  This  list  is  not  complete  Be  sure  to  ask  your  doctor  about  side  effects  belore  taking  ZOCOf 


to  discuss  any  side  effects  that  occur. 

Digestive  System:  Constipation,  diarrhea,  upset  stomach,  gas.  heartburn,  stomach  pain/era 
anorexia,  loss  ol  appetite,  nausea,  inflammation  ol  the  pancreas,  hepatitis,  jaundice,  fatty  changes 
liver,  and.  rarely,  severe  liver  damage  and  failure,  cirrhosis,  and  liver  cancer. 

Muscle,  Skeletal:  Muscle  cramps,  aches,  pain,  and  weakness;  joint  pain,  muscle  breakdown. 

Nervous  System:  Dizziness,  headache,  insomnia,  tingling,  memory  loss,  damage  to  nerves  cai 
weakness  and/or  loss  ol  sensation  and/or  abnormal  sensations,  anxiety,  depression,  tremor,  lo 
balance,  psychic  disturbances. 

Skin:  Rash,  itching,  hair  loss,  dryness,  nodules,  discoloration. 

Eye/Senses:  Blurred  vision,  altered  taste  sensation,  progression  ol  cataracts,  eye  muscle 

Hypersensitivity  (Allergic)  Reactions:  On  rare  occasions,  a  wide  variety  ol  symptoms  have 
reported  to  occur  either  alone  or  together  in  groups  (referred  to  as  a  syndrome)  that  appeared  to  be  t 
on  allergic-type  reactions,  which  may  rarely  be  fatal.  These  have  included  one  or  more  ol  the  follow 
severe  generalized  reaction  that  may  include  shortness  ol  breath,  wheezing,  digestive  symptoms,  an 
blood  pressure  and  even  shock;  an  allergic  reaction  with  swelling  of  the  face,  lips,  tongue  and/or  throa 
ly  swallowing  or  breathing;  symptoms  mimicking  lupus  (a  disorder  in  which  a  persons  im 
syslem  may  attack  parts  ol  his  or  her  own  body),  severe  muscle  and  blood  vessel  inflammation;  bn 
various  disorders  of  blood  cells  (that  could  result  in  anemia,  infection,  or  blood  clotting  problen 
abnormal  blood  tests;  inflamed  or  painful  joints;  hives;  fatigue  and  weakness;  sensitivity  to  sunlight; 
chills,  (lushing;  difficulty  breathing;  and  severe  skin  disorders  that  vary  Irom  rash  lo  a  serious  bun 
shedding  of  skin  all  over  the  body,  including  mucous  membranes  such  as  the  lining  ol  the  mouth 

Other:  Loss  ol  sexual  desire,  breast  enlargement,  impotence. 

Laboratory  Tests:  Liver  (unction  test  abnormalities  including  elevated  alkaline  phosphatase  andt 
bin.  thyroid  (unction  abnormalities. 

NOTE:  This  summary  provides  important  information  about  ZOCOR.  II  you  would 
more  information,  ask  your  doctor  or  pharmacist  to  let  you  read  the  complete  prescn 
information  and  then  discuss  it  with  them. 


ZOCOR  is  a  registered  trademark  of  Merck  &  Co..  Inc. 

The  other  brands  listed  are  trademarks  of  their 
respective  owners  and  not  ol  Merck  &  Co .  Inc. 

©  2000  Merck  &  Co .  Inc  All  rights  reserved. 
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ADVERTISEMENT    7 


By  John  Hopkins 

At  St.  Andrews,  tradition  surrounds 
the  visiting  golfer  like  a  well-worn 
jacket.  For  centuries  players  have  walked 
the  narrow  streets  of  the  ancient  town 
and  played  their  way  over  the  famous  golf 
links,  awed  by  the  history  of  the  place.  It 
will  be  no  different  when  the  2000  British 
Open  is  contested  there  July  20-23,  except 
for  a  rules  dispute  that  threatens  to 
embarrass  the  British  ruling  body  on  its 
hallowed  home  soil. 


"AS  YOU  TEE  OFF  from  No.  1  or  walk  up  the 
18th  toward  that  clubhouse,  there  is  so  much  his- 
tory around  you,"  1994  British  Open  champion 
Nick  Price  mused,  as  he  strode  the  fairways  of  St. 
Andrews  this  spring. 

"This  is  the  place  where  Doug  Sanders  missed  the 
putt,  where  Jack  Nicklaus  drove  the  green,"  Price 
said.  "This  is  where  Bobby  Jones  won  the  Amateur 
the  year  he  won  the  Grand  Slam.  How  many  great 
players  have  walked  over  the  Swilcan  Burn?  Just 
think  of  what's  happened  here,  and  not  just  in  the 
20th  century  but  the  19th  as  well.  It  sends  shivers 
down  my  spine  just  thinking  about  it." 

The  past  may  reassure  us,  but  this  first  Open  of 
the  2000s  will  be  tainted  by  a  knotty  technology  dis- 
pute between  the  game's  ruling  bodies  and  those  in 
the  business  of  selling  clubs  to  average  golfers.  On 
one  side  is  the  United  States  Golf  Association, 
which  makes  the  rules  of  golf  in  the  U.S.  and 


british  open  preview 

Mexico.  On  the  other  is  Callaway  and  its 
ERC  driver,  named  after  company 
founder  Ely  Callaway.  The  USGA  ban- 
ned this  and  other  drivers  earlier  this 
year,  declaring  them  to  be  non-conform- 
ing because  of  the  spring-like  effect  their 
faces  exert  on  golf  balls,  imparting 
greater  distance. 

But  the  Royal  and  Ancient  Golf  Club  of 
St.  Andrews,  the  rule-maker  for  all  coun- 
tries except  the  U.S.  and  Mexico,  has  not 
followed  the  USGAs  example  in  declaring 
the  ERC  driver  illegal.  At  Birmingham 
University,  the  R&A  has  been  conducting 
tests  of  its  own  into  the  so-called  "tram- 
poline effect,"  and  will  announce  its  find- 
ings sometime  later  this  year. 

Meanwhile,  competitors  at  the  Open 
are  free  to  use  the  ERC 
driver  if  they  so  wish. 
What  this  means  is  that  a 
player  could  win  the 
Open  at  St.  Andrews  with 
a  club  that  will  not  be  any 
use  to  him  when  he  tees 
off  in  the  PGA  Champ- 
ionship at  Kentucky's 
Valhalla  a  month  later. 
Rather  silly,  isn't  it? 

"It  certainly  doesn't 
make  sense  to  have  32  or 
33  rules  of  golf  be  the 
same  for  both  governing 
bodies  and  not  the  34th," 
says  David  Fay,  the  exec- 
utive director  of  the 
USGA.  Peter  Dawson, 
who  became  secretary  of 
the  R&A  in  September 
1999,  agrees:  "It  is  not 
ideal.  But  we  do  not  set 
know  enough  about 
these  drivers  to  leap  in. 
We  support  the  US<  <A  in 
its  attempts  to  preserve 
the  integrity  of  the  game, 
but  we  want  to  take  a  lit- 
tle more  time  to  come  to 
our  conclusions.  We  will 
make  .m  announcement 
when  we  are  ready,  but  it  will  not  be 
before  the  Open." 

If  there  is  controversy  about  the  ERC, 
there  is  no  disagreement  about  the  way 
the  R&A  has  prepared  the  Old  Course 
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for  this  year's  Open.  "The  course  will  be 
fast-running  and  we  will  put  a  premi- 
um on  good  driving,"  says  Dawson. 
"Good  driving  at  St.  Andrews  means 
driving  to  the  right  on  the  way  out  [i.e., 
the  front  nine],  taking  the  risk.  We  have 
made  the  bunkers  real  hazards." 

All  112  bunkers  on  the  Old  Course 
have  been  revetted,  using  six  acres  of 
turf  to  do  so.  Some  of  them  have  been 
enlarged,  others  made  deeper  and 
smaller.  Five  men  worked  for  two 
months  to  rebuild  Hell  bunker  on  the 
14th  hole.  It  is  now  30  yards  wide  and 
30  yards  long,  and  the  only  word  to 


the  1997  Dunhill  Cup.  There  are  brand 
new  tees  on  the  sixth  and  ninth.  Th 
Old  Course  now  plays  longer  than  eve 
before  at  7,115  yards,  about  200  yard 
longer  than  it  did  when  John  Daly  wo 
in  1995. 

At  Carnoustie  in  1999,  players  harshl 
criticized  the  rough  for  its  fiercenes 
nicknaming  it  "Car- Nasty."  There  shoul 
be  no  similar  backlash  this  year.  The  01 
Course's  fairways  are  very  wide  with  li 
tie  rough.  "We  got  it  wrong 
Carnoustie,"  Dawson  admits.  "Noboc 
disputes  that.  The  rough  was  pena 
Carnoustie  was  very,  very  different. 


The  last  British  Open  contested  on  the  rolling  fairways  of  the  Old  Course  (below)  was  in  1995.  Joh 
Daly's  immense  power  (left)  was  well  known,  but  his  touch  around  the  greens  surprised  many,  heir, 
ing  him  to  his  second  major  championship  title. 


describe  it  is  hellish.  The  famed  Road 
Hole  bunker  on  the  17th  has  been  made 
slightly  deeper  and  smaller. 

New  tees  on  the  third,  10th,  15th  and 
16th  have  been  in  competitive  use  since 


was  too  tough  a  test.  We  would  rath 
have  seen  it  different." 

So  the  Old  Course  will  be  very  mu 
the  Old  Course — the  links  that  has  ta 
talized  golfers  for  centuries. 


More  than  six  centuries  after  her 
birth,  the  grand  "Old  Lady"  remains 
the  definition  of  a  golf  course 

By  Nick  Edmund 


IT'S  BEEN  SAID  you  can  spot  fust- 
time  visitors  to  Northern  Ireland's 
Royal  County  Down  by  the  way  they 
walk  the  first  lew  fairways  backwards, 
so  enchanting  is  their  view  of  the  Moun- 
tains of  Mournc  sweeping  down  to  the 
Irish  Sea.  At  St.  Andrews,  the  new  arrivals 
are  also  ohvious:  They  tend  to  wander  all 
IK  holes  in  a  semi-trance.  Perhaps  these 
pilgrims  are  reflecting  on  the  fact  that  goll 
was  played  on  the  Old  Course  as  long  as 
600  years  ago — two  centuries  before 
Shakespeare  wrote  Hamlet  and  Macbeth. 
It  is  that  ancient  a  links. 

Today  St.  Andrews  is  universal])  ac- 
knowledged as  the  home  of  golf.  I  listori- 
cally,  spiritually  m^\  architecturally,  every 
golf  course  in  the  world  owes  some- 
thing— if  not  everything — to  the  Old 
(  burse  at  St.  Andrews.  Yet  tor  all  its  sig- 
nificance, on  first  viewing  the  Old  Course 


has  the  capacity  to  disap- 
point as  well  as  enthrall. 

It's  only  on  close  ex- 
amination that  the  Old 
Course's  true  qualities  are 
revealed.  Far  from  lacking 
definition  and  interest, 
each  hole  on  the  ancient  links  presents 
the  player — whatever  his  skill  level — 
with  a  range  of  alternative  strategies  and 
options.  And  it  is  only  after  you  have 
gained  a  greater  appreciation  of  the  haz- 
ards (especially  the  positioning  of  the 
bunkers)  and  when  you  are  familiar  with 
the  subtle  undulations  and  natural  con- 
tours that  so  brilliantly  conspire  to  de- 
fend the  greens  that  you  can  make  in- 
formed decisions  and  determine  your 
strategy.  The  other  essential  ingredient, 
of  course,  is  the  wind.  On  a  good  day, 
with  a  moderately  testing  wind,  the  Old 
Course  at  St.  Andrews  is  the  most  strate- 
gically complex  golf  course  in  the  world. 

Many  of  St.  Andrews's  25  Open 
Championships  have  been  decided  at 
No.  1 7,  the  Road  Hole.  The  classic  Balles- 
teros-versus-Watson  contest  in  1984  was 
one  memorable  occasion.  "If  I  can  par 
the  17th  tomorrow  I  will  win,"  Seve 
Ballesteros  prophesied  on  the  eve  of  the 


One  of  seven  enormous  double  greens  on  the  I 
Course  is  found  at  the  junction  of  the  413-1 
second  (above,  right)  and  the  424-yard  16th.  1 

final  round.  The  Spaniard  did  indel 
make  his  4  (for  the  first  time  all  weefl 
and  when  Tom  Watson's  second  shl 
skipped  through  the  green  and  camel 
rest  against  the  wall,  the  Championshl 
was  effectively  won  and  lost. 

On  any  course  other  than  St.  Andre\l 
the  18th  might  be  considered  a  modi 
finishing  hole.  It  is  a  short  par-4,  potel 
tially  driveable  with  a  strong  helpi 
wind,  and  the  wide  fairway  resemble 
town  park.  But  framed  by  the  famous 
Andrews  buildings,  the  vast  green  ii 
wonderful  stage.  To  land  safely  upon 
you  must  pass  through — or  pitch  over 
the  Valley  of  Sin.  For  good  measu 
Ballesteros  birdied  the  18th  in  the  fii 
round  in  '84,  calling  it  "the  happiest  rr 
ment  in  [his]  golfing  life."  Besides  Balli 
teros,  the  list  of  Open  champions  crown 
at  St.  Andrews  includes  such  greats  as  Si 
Snead  (1946),  Peter  Thomson  (1955),  Ja 
Nicklaus  (1970  and  1978)  and  Nick  Faj 
(1990).  Ancient  and  timeless  though  s 
may  be,  the  Old  Lady  has  always  knoi 
how  to  pick  her  champions. 
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The  automobile  companies  offer  some  stark  lessons.  Number 
one:  Don't  become  an  accidental  Communist. 


BY  ROBYN  MEREDITH 

EACH  MORNING  WORKERS  AT  THE 
sprawling  Jeep  complex  in  Beijing 
file  past  the  school  the  company 
provides  for  their  children,  past  the  fire 
station  it  maintains  for  the  neighbor- 
hood and  past  the  company  health  clinic. 
They  go  to  4,780  jobs  on  the  assembly 
lines,  twice  the  number  needed.  Those 
who  work  up  a  sweat  take  showers  at  the 
company  bathhouse  before  riding  bikes 
home  to  company-provided  apartments. 

You  might  admire  DaimlerChrysler's 
benevolence,  but  you  can  be  sure  the 
company  isn't  doing  all  this  of  its  own 
free  will.  Its  Chinese  partner — a  com- 
pany run  by  the  Beijing  branch  of  the 
Communist  Party — forces  it  to  follow 
the  practices  of  most  Chinese  state- 
owned  enterprises. 

"When  you  hire  somebody  in  here, 
you're  adopting  that  person,"  laments 
Andrew  Okab,  the  vice  president  and  top 
foreign  executive  at  Beijing  Jeep  Corp. 
"I'm  going  to  feed  them.  I'm  going  to 
dress  them.  I'm  going  to  give  them  cook- 
ing oil  and  newspapers.  The  government 
is  me — I'm  the  Communist  Party." 

Sounds  like  doing  business  in  China 
is  pretty  horrid,  right?  But  let's  switch 
south  to  Shanghai,  where  General  Mo- 
tors is  in  a  joint  venture  with  another 
Chinese  company — and  boasting  of 
earning  profits  in  its  first  year  of  building 
Buicks.  GM  churned  out  twice  as  many 
$40,000  sedans  as  expected  last  year. 

Call  it  a  story  of  two  tailpipes,  and 
herein  lie  lots  of  lessons  for  American 
companies  rushing  to  do  business  in 
China  as  it  prepares  to  enter  the  World 
Trade  Organization. 

The  auto  companies  are  especially 
instructive,  because  they  are  some  of  the 

Everyone  loves  a  car  show:  About  400,000 
Chinese  visited  the  Beijing  Auto  Show  in 
June.  Now,  if  they  could  only  afford  them. 


highest-profile  foreign  investors  in 
China.  Like  most  multinationals  lured  by 
China's  fabled  masses,  auto  companies 
have  wrung  their  hands  in  frustration 
over  the  strict  central  control  of  business 
deals,  the  unpredictable  unwritten  rules 
and  the  lack  of  a  functioning  legal  sys- 
tem. Peugeot,  which  had  an  early  ven- 
ture, gave  up.  DaimlerChrysler  has 
threatened  to  leave.  Profits  are  nonexis- 
tent, except  for  the  biggest  players;  about 
110  companies,  including  scores  of  inef- 
ficient domestic  makers,  compete. 

Yet  the  auto  companies  remain  en- 
ticed by  the  potential  market  in  China, 
and  by  promising  ventures  like  GM's.  Just 
565,366  cars  were  made  and  sold  in 
China  last  year  by  both  domestic  and  for- 
eign companies,  up  from  57,678  in  1990. 
Imports  are  minuscule,  too:  the  govern- 
ment allowed  just  27,000  last  year.  By 
contrast,  16.9  million  passenger  vehicles 
were  sold  in  the  U.S.  last  year.  About  a 
third  of  the  cars  in  China  are  taxis,  and 
most  of  the  rest  are  cars  for  the  chauf- 
feured  set:  government  officials,  expatri- 
ate executives  and  rich  Chinese  entre- 
preneurs. There  is  so  little  choice  in  the 
Chinese  market  now  that  a  luxury  vehi- 
cle is  any  car  with  seat  belts. 

But  auto  executives  are  encouraged 
by  the  rising  numbers  of  Chinese  yup- 
pies, particularly  in  Beijing  and  in  the  big 
coastal  cities.  In  a  decade  sales  should 
reach  5  million,  according  to  Automo- 
tive Resources  Asia,  Ltd.,  a  Beijing  con- 
sulting firm.  GM  predicts  annual  sales  of 
10  million  by  201 5. 

So  even  companies  with  disastrous  % 
records  in  China,  like  DaimlerChrysler,  s 
are  begging  the  government  for  the  > 

o 

chance  to  throw  good  money  after  bad.  § 
DaimlerChrysler  is  angling  for  a  chance  ; 
to  build  PT  Cruisers  or  Mercedes  sports  § 
utility  vehicles — or  anything — in  China.  » 
Chrysler  was  one  of  the  first  in  I 
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Workers  commute  by  bike  to  spend  the  day  building  Jeeps. 
At  lunchtime  they  grab  their  silver  pails  and  head  for  the 
cafeteria  provided  by  Beijing  Jeep.  In  the  aging  factory, 
workers  assemble  the  vehicles  using  antiquated  tools. 


China,  launching  its  Jeep  venture  in  1984 
with  its  Chinese  partner,  Beijing  Auto- 
mobile Works.  The  money-losing  ven- 
ture is  a  textbook  example  of  how  not  to 
do  business  in  China  today. 

First,  the  foreign  company  held  the 
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minority  stake  in  the  ven- 
ture— just  42%.  Then  it 
set  up  shop  in  a  factory 
that  is  straight  out  of  the 
1960s;  mechanical  ma- 
chines abound  and  com- 
puter-controlled ones  are 
scarce.  Its  Wrangler-like 
vehicle  is  a  40-year-old 
Russian  design.  The  motor 
running  the  windshield 
wiper  is  mounted  on  the 
dashboard.  Even  priced  at 
$5,400  to  $9,000  there  are 
few  civilian  buyers  for  ti- 
the Army  buys  most  of 
them. 

Total  sales  of  this  vehi- 
cle and  an  old  version  of 
the  Jeep  Cherokee  equaled 
21,000  last  year,  with  that 
overstaffed  work  force  of 
4,780.  Consider  that  a  new 
Toyota  venture  in  China 
would  build  30,000  sedans 
a  year  with  just  500  em- 
ployees. Okab  has  im- 
proved things  in  the  past 
three  years,  cutting  the 
work  force  from  8,000 
and  paying  down  debt — 
of  course  he's  had  his 
phone  tapped  and  his  of- 
fice broken  into. 

Seven  years  after  the 
Beijing  Jeep  venture  got 
going,  GM  repeated  many 
of  Jeep's  mistakes  when  it 
first  entered  China,  in 
1991.  GM  took  a  30% 
share  in  a  venture  with 
Jinbei  Automotive  Com- 
pany in  the  rust-belt  city 
of  Shenyang.  Bad  move. 
China  requires  foreign  au- 
tomakers to  partner  with 
Chinese  companies  and 
limits  foreign  ownership 
to  50%.  But  GM's  30% 
was  too  low  to  exert  much  influence  on 
decisions.  Without  half-ownership, 
"somebody  is  always  trying  to  tell  the 
odier  partner  what  to  do,"  said  Lawrence 
B.  Zahner,  Jr.,  general  manager  of  manu- 
facturing for  GM's  Asia-Pacific  region. 


GM  also  learned  that  shoddy  car 
won't  cut  it.  The  company  sold  a  1950s 
vintage  Russian-designed  truck  tha 
came  in  any  color — as  long  as  it  was  blui 
GM  cut  its  losses  by  mothballing  the  ven 
ture  in  1996.  Said  Zahner,  "We  had  th 
wrong  product  and  the  wrong  partner. 

Two  years  later  the  venture  was  re 
structured.  GM's  former  partner  ha> 
merged  with  one  of  China's  emergin 
"big  three"  automakers.  And  GM  wa 
able  to  increase  its  stake  to  50%.  Each  in 
vested  $115  million  to  renovate  a  factor 
in  Shenyang  where  Chevrolet  Blazers  an 
small  pickups  will  be  built  next  year- 
the  first  modern  vehicles  of  that  sort  soP 
in  China. 

The  partners  have  divvied  up  re 
sponsibility:  GM  has  brought  in  the  prod' 
ucts  and  designed  the  factory's  machin 
for  instance,  while  the  Chinese  compan 
has  been  put  in  charge  of  hiring  con 
struction  crews.  GM's  new  partners  ai 
more  profit-minded,  even  sending 
batch  of  workers  back  to  the  parent  corr 
pany — signaling  that  the  venture  shoul 
not  get  the  dregs  of  the  work  force. 

But  the  Shenyang  factory  is  spai 
change  compared  with  GM's  showcas 
joint  venture  in  Shanghai.  In  1997  GI 
won  government  permission  to  buil! 
Buicks  there  with  its  Chinese  partne 
Shanghai  Automotive  Industries  Cor] 
Each  owns  half  of  Shanghai  GM,  whet 
the  Buicks  are  built  in  a  $1.5  billion  state 
of-the-art  factory.  GM,  when  possibli 
turned  lobbying  over  to  its  Chinese  par 
ner.  And  both  concentrated  on  gettin 
local  government  officials  in  Shangh 
on  board,  which  helped  the  venture  sue 
ceed  with  their  bosses  in  Beijing. 

It  sounds  nutty  to  try  to  sell  $40,0C 
Buicks  in  a  country  where  some  peop 
could  work  their  whole  lives  withoi 
earning  that  much.  But  the  Buick  narr 
resonates  with  China's  older  generatior 
because  so  many  of  that  model  were  in 
ported  early  in  the  last  century. 

The  Shanghai-built  Buicks  went  o 
sale  last  year,  and  GM  expected  sales  < 
9,600.  Instead,  it  sold  19,800.  The  ver 
ture  had  an  operating  profit  of  about  $' 
million  last  year.  The  cars  are  the  san 
Buick  Century  models  sold  in  the  U.J 
but  tailored  to  the  Chinese  with  moi 
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With  estate  taxes  now  running  as  high  as  55%,  you  can't  afford  to  miss 
a  single  opportunity  to  reduce  your  tax  liability;  Start  a  relationship  with 
Prudential  and  help  make  sure  your  estate 
is  protected  throughout  your  lifetime. 

Get  a  thorough  analysis  of  your  needs. 

Your  Prudential  financial  professional  will 
work  with  your  tax  advisor,  attorney  and 
others  to  help  assess  your  current  estate  plan 
provisions,  pinpoint  the  areas  where  you're 
most  vulnerable,  and  recommend  solutions. 

Consider  a  life  insurance  policy 
suited  for  estate  planning. 

It's  called  Survivorship  Variable  Universal 
Life  (SYYL).  And  unlike  most  life  insurance, 
it  covers  two  lives  instead  of  one — with 
benefits  paid  upon  the  death  of  the  second. 
SVUL's  flexible  features  and  variety  of 
investment  options  can  help  preserve 
family  assets  for  future  generations. 

Find  out  why  trusts  can  be  an 
important  part  of  your  estate  plan. 

Under  normal  circumstances,  life 
insurance  proceeds  are  considered  part 
of  your  taxable  estate.  But  by  transferring 
ownership  of  your  life  insurance  to  an 
Irrevocable  Life  Insurance  Trust,  you 
may  be  able  to  avoid  estate  taxes. 


Call  today  to  learn  more.  Locate  a  know- 
ledgeable Prudential  financial  professional 
in  your  area.  And  ask  for  your  copy  of  Estate 
Planning  Strategies  for  the  Future,  an 
informative  guide  free  from  Prudential. 

1-800-THE-ROCK 

ext.  6923  prudential.com 


(JEft  Prudential 


3)  2000  The  Prudential  Insurance  Company  of  America.  ALL  RIGHTS  RESERVED.  Like  most  insurance  policies,  Prudential  policies  contain  exclusions,  limitations,  reductions 
if  benefits  and  terms  for  keeping  them  in  force.  Your  Prudential  sales  professional  can  provide  you  with  costs  and  complete  details. 

lurvivorship  Variable  Universal  Life  (SVUL)  is  issued  by  Pruco  Life  Insurance  Company  (except  in  New  Jersey  and  New  York,  where  it  is  issued  by  Pruco  life  Insurance  Company 
if  New  Jersey)  and  is  distributed  by  Pruco  Securities  Corporation  (member  SIPC),  all  subsidiaries  of  Prudential,  located  at  751  Brood  Street,  Newark,  NJ  07102.  Each  of  Pruco 
ife  Insurance  Company,  Pruco  Life  Insurance  Company  of  New  Jercey,  and  Prudential  is  responsible  for  its  own  financial  condition  and  contractual  obligation. 

or  more  complete  information  about  SVUL,  including  charges  and  expenses,  ask  your  Prudential  soles  professional  for  a  prospectus.  Please  read  the  prospectus  carefully  before 
^chasing  Neither  Prudential  nor  its  sales  professionals  render  legal  or  tax  advice.  You  should  consult  with  your  attorney  or  tax  advisor  regarding  your  particular  situation. 
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comfortable  backseats  and  better  sus- 
pension for  China's  rockier  roads. 

The  Shanghai  factory  is  more  ad- 
vanced than  many  in  the  United  States 
and  has  become  a  local  Disneyland  of 
sorts.  About  600  Chinese  tourists  a  day 
troop  through  it.  Again,  GM  taught  its 
Chinese  partner  advanced  manufactur- 
ing techniques:  Buicks  were  the  first  cars 
built  in  China  with  automatic  transmis- 
sions. Quality  is  high,  helping  beat  back 
the  perception  among  local  buyers  that 
factories  in  China  produce  shoddy  cars. 

GM  also  shoulders  some  traditional 
Chinese  social  responsibilities  for  its 
2,000  workers:  It  subsidizes  housing  and 
provides  two  meals  a  day  in  the  company 
cafeteria,  as  well  as  free  rides  to  and  from 
work.  But  unlike  Beijing  Jeep,  it  is  al- 
lowed to  have  an  efficient  factory.  GM  is 
also  able  to  attract  highly  educated  work- 
ers, because  factory  wages  are  $2.20  an 
hour,  more  than  three  times  the  usual 
wage  at  state  enterprises. 

After  the  showcase  investment  in 
Shanghai  the  Chinese  government  even 
tossed  in  an  unexpected  prize:  GM  won 
the  right  to  become  the  nation's  only  lux- 
ury-minivan  maker.  It's  churning  them 
out  at  the  Buick  factory,  which  is  help- 
ing soak  up  a  little  of  the  factory's  extra 
capacity.  The  Shanghai  factors  can  build 
100,000  vehicles  and  180,000  engines  a 
year  when  running  flat  out.  Next  up  for 
GM:  getting  approval — perhaps  this 
year — to  build  its  Opel  Corsa  sedan  in 
the  Shanghai  factory. 

"We  see  a  huge  market  potential  in 
China  that  really  is  just  getting  started," 
says  GM  Chairman  John  F.  Smith  Jr. 

Of  course,  GM's  Buick  is  leading  a 

Trading  in  Bicycles 


While  still  tiny,  passenger  auto  sales 
are  racing  higher  in  the  country. 

G  Passenger  tar  sales  (hundred  thousands  of  cars) 
5 


charmed  life.  Most  of  its 
sales  are  to  government 
officials  or  executives  at 
foreign  or  state-run  com- 
panies. The  Chinese  gov- 
ernment has  largely  kept 
competitors  away  by  only 
recently  letting  Volkswa- 
gen's Audi  to  build  its  A6 
luxury  sedans  in  China. 
(Volkswagen  is  China's 
dominant  automaker, 
with  58%  of  the  market. 
For  its  near-monopoly  it 
can  thank  a  government 
slow  to  approve  the  ven- 
tures of  its  competitors.) 

But  the  real  prize 
awaits  the  companies  that 
sell  cheaper  cars  to 
China's  emerging  middle 
class.  Foreign  automak- 
ers, including  GM  and 
Ford,  are  jockeying  to  win 
government  approval  to 
build  smaller  family  vehi- 
cles. Toyota  has  the  lead, 
having  announced  a  deal 
to  start  building  its  Echo 
sedans,  starting  in  2002. 

Still,  even  automakers 
with  the  right  strategy, 
partner  and  approvals 
face  plenty  of  hurdles. 
There  are  relatively  few 
quality  auto-parts  suppli- 
ers, and  importing  parts 
is  expensive  because  of 
high  tariffs.  China  also 


Never  Say  No, 
and  Other  Tips 

What's  the  difference  between  winners  and  losers 
in  China?  Auto  executives  who  have  been  work 
ing  in  the  market  for  years  offer  these  tips. 

*  Don't  take  a  minority  stake  in  a  joint  venture  with  a  Chi 
nese  company.  And  pay  close  attention  to  the  details  dur 
ing  dealmaking— remember,  the  Chinese  eat  scorpions 
for  fun.  They  are  tough  negotiators. 

*  If  you  must  have  a  partner  (and  in  autos,  you  must' 
embrace  the  Chinese  company's  strengths  and  divvy  up' 
the  tasks.  Let  the  Chinese  partners  take  charge  of  per- 
sonnel and  lobbying  while  you  supervise  manufacturing 
and  design. 

*  Insist  on  a  contract  that  can  be  equally  profitable  for1 
both  the  foreign  company  and  the  Chinese  company. 

*  Build  strong  ties  to  local  politicians— the  ones  gratefu 
your  company  is  creating  jobs  in  their  district.  Let  them 
lobby  Beijing. 

*  Never  say  no  to  the  Chinese  government.  But  don't  be 
afraid  to  drag  your  heels,  promising  you'll  "study"  a 
proposal. 

*  Build  a  new  factory,  even  if  it  is  more  expensive  in  the 
short  run.  That  allows  you  to  choose  whom  to  hire  rather 
than  getting  stuck  with  entrenched  workers. 

*  Don't  try  doing  China  on  the  cheap.  The  Chinese  re- 
spect risk-taking.  Investing  there  means  taking  the  Ion 
view— settling  for  two  steps  forward  and  one  step  back 

*  Hire  local  consultants  and  lawyers  to  be  sure  your  com 
pany  understands  the  nuances  of  the  market. 

*  If  your  company  is  forced  to  take  on  the  Communist 
Party's  social  obligations,  remember  that  you  can  down- 
size, as  long  as  you  take  care  of  the  people.  Be  creative 
Make  it  easy  for  employees  to  buy  their  apartments,  or 
move  a  company  clinic  to  a  nearby  hospital.         —R.M 
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lacks  a  national  distribu- 
tion system  and  adequate  financing  to 
push  cars. 

Then  there's  China's  much-heralded 
entry  into  the  World  Trade  Organization. 
Tariffs  on  imports  will  drop  sharply, 
from  as  much  as  100%  to  25%  in  2006. 
A  flood  of  cars  would  wipe  out  the  pro- 
tected environment  those  building  cars 
in  China  now  enjoy.  But  auto  executives 
don't  seem  too  worried.  Even  with  lower 
tariffs,  various  taxes  and  fees  will  remain, 
pushing  the  price  of  luxury  cars  up  56%. 
Foreign  automakers  aren't  betting  on  ex- 
ports: They  say  the  only  way  to  sell  lots  of 
tars  in  (  hma  is  to  build  them  there. 


Either  way,  all  it  takes  is  a  trip  to  the 
Beijing  Auto  Show  to  show  why  foreign 
automakers  are  feeling  so  optimistic 
about  the  country.  About  400,000  Chi 
nese  packed  the  show,  where  many  gol 
to  see  a  slew  of  foreign  cars  for  the  first 
time  in  person.  Tickets  cost  about  $2. 
but  were  so  coveted  they  were  selling  on 
the  black  market  for  more  than  three 
times  that  price.  Parents  brought  theii 
one  child,  young  men  brought  their  girl 
friends,  and  Chinese  businessme: 
pushed  their  way  through  the  crowd: 
The  parking  lots  across  the  street  wen 
packed — with  battered  bicycles. 
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ere's  no  place  like  the  new  economy. 
There's  no  place  like  the  new  economy. 

There's  no  place  like  the  new  economy. 


But  the  new  economy  isn't  what  it  used  to  be. 
It's  an  ever-changing  place  where  staying  on 
the  road  to  success  requires  a  fresh  financial 
perspective  on  your  business.  Which  is  why  our 
knowledgeable  people  around  the  world  have 
pioneered  a  proprietary  approach  to  help  you 
"increase  shareholder  value.  Giving  you  the 
confidence  to  make  better  decisions,  faster. 


To  learn  how  we  can  help  you  accelerate  value, 
call  1  -800-265-91 09  or  visit  ey.com/valuenow 


=11  Ernst  &Young 


From  thought  to  finish: 


00  Ernst  &  Young  up 


See  Jack  Run 

Insurance  veteran  Jack  Byrne  has  a  knack  for 
making  money  in  a  lousy  business.  Now,  in  a 
tougher  game,  can  he  pull  off  one  more  score? 


BY  JOHN  GORHAM 

WHATEVER  HAPPENED  TO  JOHN  J. 
Byrne — the  guy  who  long  ago 
rescued  Geico  and  Fireman's 
Fund  and  made  insurance  look  sexy?  The 
last  the  world  heard  of  him  was  in  1991, 
when  Byrne  sold  Fireman's  Fund's  in- 
surance operations  to  Allianz  AG  for  $3 
billion  cash.  Byrne  kept  the  holding  com- 
pany, renamed  Fund  American,  and 
swapped  the  cash  for  its  equity  invest- 
ment portfolio.  Soon  after,  he  liquidated 
much  of  that,  returning  nearly  $3  billion 
of  capital  to  shareholders  through  stock 
buybacks,  and  disappeared  into  a  100- 
year-old  clapboard  house  in  Norwich,  Vt. 
No  rose-smeller  he.  For  nearly  ten 
years  Byrne,  68,  has  searched  for  a  new 
cause.  He  dabbled  unsuccessfully  in  the 
mortgage  business  and  tried  to  buy  both 
Travelers  and  Home  Holdings.  But 
prices  proved  too  rich.  Frustrated,  he  did 
smaller  deals,  taking  a  20%  stake  in 
bond  insurer  Financial  Security  Assur- 
ance Holdings  (FSA).  In  1997  he  retired 
as  chief  executive  of  Fund  American. 

But  retirement,  he  says,  drove  him 
crazy.  With  the  prices  of  insurance 
companies  starting  to  drop,  Byrne  reas- 
sumed  control  of  the  company  this  year 
from  his  longtime  partner  Thomas 
Kemp.  He  has  given  Fund  American,  a 
hodgepodge  of  small  insurance  firms,  a 
makeover.  Renaming  it  White  Moun- 
tains Insurance  Group,  and  relocating 
the  company  to  Bermuda  for  tax  pur- 
poses, he  sold  off  the  ailing  mortgage 
servicing  business.  So  far  this  year  he's 
stooped  up  a  small  reinsurer  (an  insur- 
ance  company  that  takes  on  the  risks  of 
another  insurer's  policies)  and  a  work- 
ompensation  insurer,  for  a  total  of 
1  million.  Byrne  will  soon  have 
capital  to  deploy.  In  March  Euro- 
municipal  lender  Dex  I  agreed  to 
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buy  FSA  for  $2.6  billion  in  cash.  White 
Mountains'  cut  of  that:  $620  million. 
White  Mountains  isn't  paying  any  tax 
on  the  cash  because  of  a  huge  loss  car- 
ryforward from  the  recent  sale  of  the 
mortgage  business. 

He's  not  done  yet.  "When  owners 
want  to  get  their  capital  out  of  the  in- 
surance business,  we'd  like  to  be  there 
to  help  them,"  says  a  poker-faced 
Byrne.  "We  think  of  ourselves  as  just 
doing  God's  work." 

Given  the  sorry  state  of  the  prop- 


erty/casualty market,  a  little  Byrne-style 
missionary  work  is  in  order.  After  years 
of  underpricing  their  policies  to  main- 
tain premium  volume — all  the  while 
covering  up  underwriting  losses  by 
drawing  down  reserves — insurers  are 
reporting  sickly  profits  today.  Giants 
like  Safeco  and  Allstate  trade  for  book 
value  or  less,  compared  with  as  much  as 
two  times  book  a  few  years  ago.  Then 
there  are  scores  of  small  insurers  and 
reinsurers  that  sprang  up  in  the  early 
1990s,  when  capital  was  plentiful.  Many 
of  these  companies  are  in  "runoff' — 
they  aren't  writing  any  new  business 
but  are  only  paying  off  claims  as  they 
come  due.  Byrne  says  he  hasn't  seen 
such  a  buying  opportunity  since  1985. 
He  likens  his  acquisition  strategy  to  is- 
suing "exit  visas  from  hell."  The  rein- 
surance business,  with  its  low  overhead 
and  relaxed  regulatory  requirements, 
resembles  that  warm  place  below:  It' 
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CLICKTOSIS 


click,  click,  click,  click,  click,  click,  click,  click,  click.  Pick.  Pray. 
Repeat  as  necessary. 

Need  a  search  tool  that  answers  your  prayers  for  uncovering  relevant  business  information  on 
the  Web?  Your  wish  is  Portal  B's  command.  It's  all  business  —  nothing  but  business.  Over 
10,000  hand-selected  Web  sites  rich  with  business  content.  Access  to  premium  databases. 
Content  from  your  firm's  Intranet.  All  from  a  single  point  of  entry.  Portal  B  puts  an  end  to 
tne  pointless  click  and  pick  cycle... all  with  no  advertising  or  e-commerce  pitches.  Find  the 
business  information  you've  been  looking  for.  Check  out  how  to  combat  Clicktosis  with 
www.portalb.com/demo. 

wtArw.portalb.com 


Breaking  The  Search  Barrier 


©2000  Porlal  B  is  a  product  of  Data  Downlink  Corporation 
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Sean  Williams 


After  living  in  Seattle  for  a  decade,  Sean  and 
Sandy  Williams  had  built  a  life  they  loved  —  from 
going  to  the  Mariners'  baseball  games  to  dining  on 
what  Sandy  calls  "absolutely  the  best  seafood  in 
the  world."  They  had  jobs  they  liked,  too:  He  was 
a  regional  employee  communications  manager  for 
KeyCorp.'s  banking  unit,  while  she  worked  in  the 
editorial  department  of  the  Seattle  Times.  Yet 
when  Key  offered  Sean  a  job  at  the  company  head- 
quarters in  Cleveland  in  1997,  they  agreed  to 
leave  Seattle  behind.  "Professionally,  the  move 
was  absolutely  the  right  thing  to  do,"  he  says.  "But 
personally,  it  was  a  leap  of  faith  for  both  of  us." 

Three  years  after  moving  across  the  country,  the 
Williamses  have  no  plans  to  leave  town.  "We  hope 


Key  itself,  a  large  financial  services  compiy 
with  assets  of  more  than  $83  billion.  Natior 
it  is  a  leading  financial  services  provider  to 
nesses  and  to  consumers.  It  plays  an  especil) 
important  economic  role  in  the  rejuvenatir  - 
greater  Cleveland,  where  it  is  one  of  the  lar  | 
private  employers. 

"Key  has  been  very  involved,  particu 
through  our  community  reinvestment  activitie 
providing  financing  for  business  and  neighbor!  I 
development  within  the  city,"  says  Sean.  "Ove  I 
past  eight  years,  Key  has  invested  over  a  n 
billion  dollars  toward  making  Cleveland  a  b< 
place  to  live  and  do  business." 

Recently  promoted  to  vice  president  and  rwi- 
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VOIC  ES  OF 
CLEVELAND 


to  call  Cleveland  home  for  a  long,  long  time,"  says 
Sandy.  Not  only  did  they  find  professional  satis- 
faction, they've  discovered  a  lifestyle  they  never 
dreamed  possible.  "Cleveland  has  all  the  big-city 
attractions  —  major  league  baseball  at  Jacobs 
Field,  the  Cleveland  Orchestra,  Playhouse  Square 
and  Starbucks  coffee  —  but  with  manageable  traf- 
fic and  manageable  crowds,"  says  Sean.  "With  all 
that's  here,  it  comes  close  to  being  the  ideal  city.' 
Through  his  business  travels.  Sean  was  famil- 
iar with  the  story  of  Cleveland's  revitalization  — 
which  took  it  from  a  near  default  in  1979  to  an 
unsurpassed  urban  renewal  success  story.  A 
major  participant  in  this  transformation  has  been 


. 


ager  for  corporate  communications,  Se  I 
responsibilities  have  grown  since  his  da\  ir 
Seattle.  "My  career  has  really  taken  off  s 
coming  here,"  he  says. 

In  addition  to  being  good  for  Sean,  Key  eM 
the  transition  for  Sandy.  A  career  coach  fron  | 
company  helped  her  update  her  resume,  am 
interviews  at  various  companies  and  helpe 
explore  job  opportunities  in  communication 
thought  that  was  very  forward  thinking  of 
because  for  a  transfer  like  this  to  be  succe 
the  needs  of  the  entire  family  have  to  be  co 
ered,"  says  Sandy,  who  now  works  for  SAR 
an  Ohio-based  information  technology  com 
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easy  to  get  into  but  hard  to  leave. 

Byrne  recently  helped  Humana  ac- 
quire an  exit  visa.  In  1997  the  medical 
insurer  acquired  a  workers'  compensa- 
tion company  called  PCA  Property  & 
Casualty  as  part  of  a  larger  purchase 
but  didn't  want  to  tie  up  its  capital  sup- 
porting the  company.  In  March  Byrne 
agreed  to  pay  $120  million  cash  for 
PCA,  which  has  a  book  value  of  $160 
million.  But  Byrne  figures  that  the  pres- 
ent value  of  the  investment  income  he 
can  earn  from  PCA's  $360  million  in- 
vestment portfolio  before  its  claims 
come  due  should  add  another  $80  mil- 
lion of  value.  The  risk  is  estimating 
PCA's  liabilities  accurately.  But  if  he  bets 
correctly,  PCA  has  a  present  value  dou- 
ble what  he's  paying. 

This  is  stuff  Byrne  mastered  a  long 
time  ago.  After  school  he  did  office 
chores  for  his  father,  who  owned  a 
small  insurance  agency  in  Wildwood, 
N.J.  and  advised  him  to  become  an  ac- 
tuary. During  summers  off  from  Rut- 
gers University,  where  he  earned  a 
mathematics  degree,  Byrne  worked  as 
an  actuarial  assistant  for  Travelers.  After 
completing  a  master's  degree  in  mathe- 
matics  and  serving  in  the  Air  Force, 
Byrne  worked  for  Lincoln  National  Life 
Insurance  as  a  reinsurance  salesman.  By 
1966  he  had  landed  at  Travelers,  mak- 
ing $30,000  a  year  as  a  consultant  to  the 
company's  variable  annuity  sales  team. 

Within  ten  years  he  had  worked 
himself  up  to  executive  vice  president 
in  charge  of  Travelers'  entire  life  insur- 
ance operation.  For  all  of  his  accom- 
plishments, Byrne  was  passed  over  for 
the  president's  job  in  1975.  He  quit  in  a 
huff  to  become  chief  executive  oi  a 
troubled  Washington,  D.C.-based  auto 
insurer  called  Geico. 

I  ounded  in  1936,  Government 
Employees  Insurance  Co.  specialized 
in  selling  auto  insurance  to  low-risk 
drivers.  Instead  of  using  a  traditional, 
expensive  agent-driven  sales  force, 
<  ieico  sold  via  direct  mail.  In  the  early 
1 970s,  to  juice  growth,  Geico  began  to 
underwrite  riskier  drivers,  and  under- 
priced  their  policies.  In  1975  it  lost 
SI 26  million;  its  shares  fell  from  a  high 
12  in  1974  to  $5  by  early  1976. 


Regulators  wanted  to  close  it  down. 

Byrne  came  on  board  that  year.  He 
fired  almost  half  the  work  force,  closed 
100  offices,  raised  prices  and  amputated 
unprofitable  business.  Impressed,  War- 
ren Buffett,  whose  former  Columbia 
Business  School  professor,  Benjamin 
Graham,  had  been  an  early  investor  in 
Geico,  spent  more  than  $4  million  buy- 


and  XL  Capital  for  large  acquisitions 
But  he  can  easily  pick  up  so-callec 
cigar-butt  companies,  too  small  to  at 
tract  the  notice  of  the  giants. 

Where  Byrne  goes,  investors  wil 
probably  follow — with  good  reason 
Holding  Fireman's  Fund  from  its  198: 
public  offering  to  the  present  sale  (in 
eluding  spinoffs  and  reinvested  divi 


"If  Buffett  made  me  an  offer  at  20% 

above  my  intrinsic  business  value,  in 

Berkshire  Hathaway  stack,  he's  got  it.' 


ing  a  stake.  Meantime,  Byrne  bought 
more  time  from  regulators,  and  per- 
suaded competitors  to  reinsure  Geico 
for  some  of  its  exposure.  Five  years  later 
its  shares  were  trading  at  $15.  Buffett 
now  owns  Geico  outright.  He  calls 
Byrne  the  "Babe  Ruth  of  insurance." 

Then  came  Fireman's  Fund.  With  the 
P&C  market  in  a  slump,  Fireman's,  then 
a  division  of  American  Express  Co., 
racked  up  $356  million  in  pretax  losses  in 
1983  and  1984.  Amexco  Chairman  James 
Robinson  turned  to  Byrne,  who  vasdy 
improved  Fireman's  underwriting  ratios 
( the  percentage  of  each  premium  dollar 
spent  on  providing  insurance)  and  made 
a  public  offering  of  some  of  Fireman's 
shares  in  1985.  By  1991  Allianz  was  will- 
ing to  pay  a  hefty  price  for  the  insurance 
business  to  fill  in  its  U.S.  operations. 

These  days,  with  White  Mountains' 
$900  million  in  total  capital,  Byrne 
can't  compete  with  big  outfits  like  Ace 


Years  of  masking  earnings  declines  by 
drawing  down  on  loss  reserves  have 
finally  caught  up  with  P&C  insurers. 


Amount  of  losses 
incurred  last  year  by  P&C  insurers. 

Investment  income 
earned  by  P&C  insurers  last  year. 

Underwriting  losses 
for  the  industry  last  year. 

Source:  PaineWebber. 


dends)  would  have  returned  16.4 
compounded  annually  over  15  ye 
Book  value  has  increased  19.3%  e 
year  over  the  same  period. 

Byrne  got  that  result  by  playing 
hunches,  not  by  following  the  advice 
Wall  Street  or  the  accounting  standards 
slavishly  follows.  He  reasons  that  si 
dard  accounting,  especially  in  insurani 
allows  companies  to  hide  losses  and 
flate  earnings.  Instead  of  a  compan 
share  price,  Byrne,  like  Buffett,  foe 
on  growth  in  book  value  and  some 
he  calls  "intrinsic  business  value" 
which  recognizes,  say,  that  assets  m; 
have  appreciated  even  while  they're 
ried  at  cost  on  the  books.  His  approa 
keeps  Byrne  from  having  to  underwri 
an  unprofitable  policy  simply  to  garni 
more  premiums  to  satisfy  investor: 
which  contributes  to  the  industr 
boom-and-bust  cycles.  Result:  When 
industry  is  hurting,  Byrne  is  ready  to  b 

One  nagging  problem:  What  b 
comes  of  his  company  after  he  re; 
retires?  Byrne's  20%  stake  in  Whi 
Mountains  is  worth  $200  millio 
Byrne  says  his  sons — one  of  who 
manages  money  for  Buffett — aren't  ir 
terested  "in  the  crap  that  I  do."  Whic 
means  he'll  have  to  sell  eventually. 

How  about  selling  to  Buffett?  " 
Buffett  made  me  an  offer  at  20%  abo\ 
my  intrinsic  business  value,  paid  for  i 
Berkshire  Hathaway  stock,  he's  got  it 
says  Byrne.  Ever  the  negotiator,  h 
smiles  wickedly.  "I  don't  think  he 
smart  enough  to  respond  to  that." 
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stoked. 


How  to  build  a  camp-fire: 


Light  match. 

Apply  flame  to  kindling. 

Enjoy. 


fig.  1 


smoked. 


How  to  build  a  campfire: 


Pitch  tent,  unload  gear,  chop 
kindling,  and  wait — cold  and 
hungry — until  wood  dries. 


Sign  up  for  wilderness 
survival  course. 


Purchase  camping 
gear  and  food. 


Light  fire  and  enjoy  in 
the  company  of  your 
new  forest  friends. 

2000  Pandesic  Ml  names  and  trademarks  are  the  property  of  their  respective  owners. 


Study  The  Pyromaniac's 
Guide  and  bring  lighter 
fluid  just  in  case. 


Arrange  to  be 
flown  to  remote 
pine  forest. 


Mission  accomplished  in 
just  under  7  days. 


Pandesic's  commerce  platform  will  allow  you  to  sell  to  and  service 
your  customers  anywhere,  anytime.  We  understand  that  you  need 
speed  to  market,  scalability,  cost-efficiency,  and  access  to  expert 
services  to  succeed  in  the  new  economy.  Before  you  choose  a 
partner,  know  the  difference.  Know  Better. 


www.pandesic.com  or  1-888-349-3249 


"::  :  :    :-. 


^pandesic. 

the  commerce  platform 


CRFATIVI    GIVING 


Eat  Well,  Do  Well 

Kevin  Hall  had  lots  of  ideas  to  help  kids.  What  he  didn't  know  was  that  you 
first  have  to  make  money  before  you  can  give  it  away.  The  more  the  better. 


BY  ELIZABETH  BERNSTEIN 

KEVIN]  I A I  1 .  43,  ALWAYS  WANTKD  I'O  RUN  PROGRAMS  TO 
lulp  kids.  Maybe  it  had  something  to  do  with  his  up- 
bringing in  Orem,  Utah.  His  mother,  married  five  times 
before  he  turned  9,  had  a  habit  of  disappearing  for  days.  So 


when  he  retired  in  1992 
from  Franklin  Quest 
(the  Salt  Lake  City  time- 
management  and  moti- 
vational company  now 
called  Franklin  Covey), 
he  embarked  on  his 
plans  to  help  poor  and 
troubled  children, 
pumping  $1  million  into 
various  programs. 

Problem  was,  Hall 
had  bigger  ideas  than 
his  pocketbook  allowed. 
So  he  went  back  to 
work,  starting  a  restau- 
rant chain,  Guru's,  in 
Salt  Lake  City.  It's  a  for- 
profit  operation  touting 
community  service,  but 
really  intended  to  fun 
nel  money  to  his  philan- 
thropic goals.  Hall  had 
learned  that  sometimes 
you  have  to  mix  profits 
with  philanthropy  to 
reach  your  goals. 

"I  want  to  make 
money  and  make  a  dif- 
ference," Hall  says.  "But 
not  necessarily  in  that 
order." 

A  college  dropout, 
Hall  worked  odd  jobs  in 
restaurants  and  sales  be- 
fore landing  at  Franklin 
in  1984.  Quite  the  talker, 
Hall  had  found  his  spot. 
He  never  missed  a  sales 
target  for  the  time-man 
agement  and  motiva 
tional  seminars  he  ran^ 
eventually  rising  to  vice 
president  of  sales  and 
training. 

When  Franklin 
went  public  in  1992 
Hall  made  a  bundle 
and  retired  soon  after.  He  spent  time  with  his  wife  and  kids 
(he  now  has  six),  raced  bikes  and  joined  the  Jazz  100,  a  club 
for  financial  boosters  of  Salt  Lake's  professional  basketball 
team,  the  Utah  Jazz.  In  1995  he  accomplished  one  dreamj 
He  created  the  Focus  Foundation,  to  teach  purpose  and  val 
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Inly  M 


Sarah's  Insurance  Agent 


Sarah  loves  saving  time  and  money. 
Oddly  enough,  so  does  her  insurance  agent. 


Online  auto  insurance  in  minutes.  No  agent  required. 

Quote  it.  Buy  it.  Print  it.  Esurance  puts  you  in  control  of  the  entire 
auto  insurance  process,  so  you  save  time  and  money  You'll  find 
the  exact  coverage  you  need,  get  a  great  price,  even  print  your  own 
proof  of  insurance  card.  Visit  esurance.com  or  call  800-926-6012. 


n  esurance 

Insurance.  Only  Better 
esurance.com 


invest  globally  with  a 
company  that  knows 
their  7C  from  their  ¥. 


Morgan  Stanley  Dean  Witter  Global  Funds 


European  Growth  Fund 

Japan  Fund 

Pacific  Growth  Fund 


Competitive  Edge  Fund 
"Best  Ideas "  Portfolio 

Global  Dividend 
Growth  Securities 


Global  Utilities  Fund 


Fund  of  Funds  - 
International  Portfolio 


International  Fund 


International  SmallCap  Fund 


Latin  American  Growth  Fund 


Global  Funds.  A  world  of  opportunity  for  my  portfolio. 

When  I  decided  to  diversify  my  portfolio  and  invest  globally,  I  turned  to  Morgan 
Stanley  Dean  Witter  i Funds.  You  see,  these  funds  benefit  from  research  created  by 
analysts  and  strategists  that  don't  just  study  these  markets;  they  live  in  them. 
Translation?  Better  understanding  of  foreign  businesses.  And  a  better  portfolio  for 
me.  I  realize  foreign  securities  and  markets  pose  different  and  possibly  greater  risks 
than  those  customarily  associated  with  domestic  securities,  including  currency 
fluctuations  and  political  instability.  But  if  I'm  going  to  diversify,  I  want  to  do  it 
with  a  global  leader  that  knows  their  Chinese  yuan  from  their  Japanese  yen. 


Morgan  Stani 
Dean  Witter 


Morgan  Stanley  Dean  With 

Success.  One  investor  at  a  time. 

To  find  out  how  we  can  tailor  an  iFunds  portfi 

for  you,  call  toll-free  1-877-937-MSL 

msdw.com/individual/ru 
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*ho  might  otherwi- 
throush  the  nulatins  the 

motivational  seminars  he  used  to  run, 
he  put  300  local  kids  through  leader- 
ship programs  at  community-  centers 
around  Salt  Lake  C 

But  he  really  wanted  to  build  a  re- 
treat for  the  kids.  He  dec ;  >nate 
nd  he  c             a  the 
mountains  of  northern  Utah  and  : 

:ruction  of  a  loc.  ..but 

more  ex:  -Jian  he'd  th 

ullion,  not  to  mention 

^4,000  nc.  :  one 

child  to  spen  d  i  eks  there  for  three 

consecutive  years. 

"I  could  have  used  up  mv  remain- 
.  apital  finishing  the  lodge,  but  the 
rf  creating  i  -  -  to  fund  it  in 

-s  a  no-brainer,"  he  9 

Hall  hooked  up  with  Deven 
Moreno,  who  had  11  .  rs  in  the 
restaurant  bus.  nd   the 

hatched  a  feel-good  business  plan.  The 
first     Guru's,     which 
opened  in  luly  1999  at  a 

1 1  million,  s; 
-inexpensive,      healthy 
food,  like  salads  and  rice 
bowls,  on  d:  h  in- 

spirational   ir. . 
such  as  "Scatter 

(Ralph  Waldo  Emerson).  Alcohol  will 
never  be  ser  :"re  a  vouth  lead- 

ership company,"  Hall  says',  and  the 
restaurants  will  always  be  closed  on 
Sundays  ( "Emplovees  need  time  to  ride 
their  bikes,  hug  their  lads,  worsh. 

Guru's  employees,  who  receive 
leadership  training,  are  paid  to  do  an 
hour  of  communitv  service  each  week, 
and  encouraged  to  donate  a  second 
hour.  "You  learn  about  yourself  when 
you  help  oth,  -  Brooke  Morgan, 

18,  a  waitress.  "It  makes  you  more  com- 
passionate." And  apparently  more 
loyal.  Hall  is  discovering.  Guru's  yearly 
employee  turnover  rate  is  18%;  the  in- 
dustry average  is  125 

Guru's  subtly  nudges  its  customers 
to  help,  too.  Donation  cards  listing  local 
charities  and  volunteer  organizations 
are  placed  on  tables;  they've  brought  in 
$7,000  so  far. 

Hall  originally  planned  on  giving 


:>f  Gur.  his  founda- 

:  smart,  said  associate* 
Timothv  Howells,  who  resigned  as 
lazz  genera]  manager  in  January 
to  become  Guru's  president.  "I  didn't 
see  i_  -  able  to  generate  cash  for 

the  foundation  and  grow  the  busi- 
ness," he  says.  Hall  instead  made  the 
foundation  the  largest  shareholder 
(It  will  always  re- 
main the  largest  shareholder.  Hall 
Afe  want  to  put  everv  dime 
back  in  so  that  the  payoff — although 
down  the  road — is  b  g .  says  Hall, 
who  owns  about  20%  of  the  company, 
quite  everv  dime:  4%  of  profits 
from  each  restaurant  will  be  shared 
■with  emplovees.  The  first  restaurant 
had  sales  of  SI. 3  million  in  its  first 
vear.  Hall  has  given  back  SI 9,000  in 
profits  to  30  em;: 

Hall's  lodge,  a  20,000-square-foot 
facility  that  will  sleep  maybe  60  kids, 
should  be  completed  next  vear.  Hall's 


"We  want  to  put  every 
dime  in  so  that  the  payoff 
down  the  road  is  bigger.* 


goal  is  to  annually  identify- — through 
nmendations  from  local  Girls'  and 
Bovs'  Clubs,  homeless  shelters  and 
schools — 200  to  300  teenagers  with 
leadership  potential. 

These  kids  would  attend  weekly 
workshops  teachi:  -  :isibilitv,  lead- 

ership and  volunteering.  Those  who 
excel  "will  be  offered  three-vear  scholar- 
ships to  "Guru  Universitv,"  a  two-week 
program  held  at  the  lodge  annually  with 
athletes,  entertainers  and  business  and 
community  tvpes  serving  as  gun 

Two  more  Guru's  restaurants  re- 
cently opened,  with  three  more 
planned  by  the  end  of  the  year.  Then  on 
to  Arizona  and  California.  Hall 
confident  he  can  open  200  bv  2003  that 
he's  counting  backward,  designating 
the  first  store  number  200.  "To  suc- 
ceed," he  explains,  "you  need  to  envi- 
sion where  you  want  to  be."  Spoken 
like  a  motivational  speaker.  F 
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Herding  Cats 

The  latest  Internet  fad  has  industry  rivals 
setting  up  joint  business-to-business 
exchanges.  If  only  it  were  that  easy. 


BY  NEIL  WEINBERG 

ATI  ENTION  B2B  MAVENS:  SOME 
big  telecom  carriers  may  soon  an- 
nounce a  bold  scheme  to  run  bil- 
lions o)  dollars  in  commodity  equip- 
ment purchases  through  a  jointly 
backed  electronic  exchange.  It  will,  no 

108       1     ()    R    B    I-    S    •    |uly  24,  2000 


doubt,  be  trumpeted  as  a  win  for  carri- 
ers, customers  and  suppliers  alike  as 
transaction  costs  plunge,  inventories 
wither  and  collaboration  improves. 

Were  it  only  so  simple.  From  retail- 
ers to  railroaders,  archrivals  are  band- 
ing together  to  launch  Web  portals 


aimed  at  electronically  tying  buyers  to 
suppliers,  beefing  up  collective- 
purchasing  muscle  and  auctioning  in- 
ventory. The  plans  sound  bold — the 
world's  automakers  are  salivating  over 
a  1%  cut  in  their  $1.7  trillion  supply- 
chain  spending — but  execution  will 
take  a  succession  of  miracles. 

General  Motors  and  Ford  are  doing 
it  in  the  car  business,  so  are  Boeing  and 
Lockheed  Martin  in  aircraft,  as  well  as 
Hewlett-Packard  and  Compaq  in  com- 
puters and  DuPont  and  Cargill  in 
agribusiness.  Scores  of  industry-backed 
exchanges  are  popping  up  in  dozens  of 
industries.  At  least  $1  billion  has  been 
earmarked  to  establish  these  online 
marketplaces,  according  to  IDC  (see 
table,  p.  110).  Attracting  all  these  giants 
is  the  chance  to  reap  billions  of  dollars 
in  efficiency  gains  and  billions  more  by 
issuing  shares  in  what  would  be  free- 
standing dot-com  exchanges. 

For  most,  the  heavy  lifting  is  yet  to 
come.  These  consortia  will  have  to  con- 
tend with  rival  agendas,  wariness  from 
suppliers  and  thorny  software-compat- 
ibility issues.  On  top  of  all  that  comes 
suspicion  from  antitrust  cops,  who  will 
inevitably  erect  speed  bumps. 

Hashing  out  such  problems  in  a 
room  full  of  sworn  industry  enemies 
cannot  be  easy.  Splinter  groups  have  al- 
ready formed  in  the  wake  of  an- 
nounced alliances,  signaling  that  the 
free  market  always  gets  in  the  way. 

"Some  of  these  guys  are  saying,  'We 
don't  know  what  the  exchange  will  be, 
how  it  will  work  or  what  the  value 
proposition  is,  but  let's  announce  it  and 
hope  it's  a  big  draw,' "  says  Don  Tap- 
scott,  coauthor  of  Digital  Capital. 

"What  we've  seen  so  far  isn't  even 
smoke  and  mirrors.  It's  vapor  that  hope- 
fully will  crystallize,"  adds  Philip  Fok, 
who  oversees  e-commerce  initiatives  al 
Solectron.  Fok  says  he  gets  three  or  foui 
pitches  from  B2B  firms  every  day. 

The  auto-parts  exchange  proposec 
by  General  Motors,  Ford  and  Daimler- 
Chrysler — called  Covisint — grabbec 
the  early  headlines.  Originally  envi- 
sioned by  investment  bankers  scroung- 
ing to  do  a  huge  dot-com  IPO,  Covisinl 
already  faces  major  problems.  Run  by 


HYUNDAI 

www.h»oi.eo.  kr 


Hyundai  Electronics  offers  an  ideal  combination  of  Semiconductors, 
Telecommunication  handsets  &  systems,  and  LCDs 

Being  the  world's  leading  DRAM  maker  is  only  one  facet  of  Hyundai  Electronics  The  company's 
diversified  business  portfolio  includes  a  Telecommunication  Group,  which  is  recognized  as  die  world's  first 
commercial  developer  of  CDMA,  and  a  LCD  Group,  known  for  its  advanced  technology  and  the  rapid 
development  of  new  products  via  continuous  R&D  efforts.  Now,  to  maximize  shareholder  benefits.  Hyundai 
Electronics  has  given  first  priority  to  making  its  management  more  transparent  and  profit-oriented. 
Hyundai  Electronics!  The  very  blue  chip  for  success  thai  you  are  looking  for.     .» > 


lew  Commitments  of  Hyundai  Electronics 

Synergy  through  Integration 

Hyundai  Electronics  Industries  (HEI)  is  creating  an  integration- 
3sed  synergy  effect  to  leverage  its  economies  of  scale  and 
Jside  potential,  as  well  as  to  optimize  the  contribution  of  R&D. 

Business  structure  rationalization 

HEI  is  making  its  company  structure  more  flexible  by  undertaking 
decisive  spin-offs,  by  aggressively  attracting  outside  investment, 
2nd  by  de-emphasizing  its  DRAM  business. 


Profit-oriented  Management 

HEI  is  maximizing  its  shareholder  value  by  continuously  improving 
its  financial  structure,  as  well  as  by  developing  a  profit-oriented 
management  culture  and  introducing  regular  IR  activities. 

Enhancement  of  Managerial  Transparency 

HEI  is  becoming  more  transparent  by  introducing  the  most  advanced 
management  skills  available  and  by  expanding  the  number  of 
Outside  Directors  to  make  up  50%  of  Company  Managing  Directors. 
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no  less  than  three  project  leaders,  its 
backers  are  still  bickering  over  issues 
like  what  to  charge  and  how  much 
trading  data  to  let  users  see,  say  execu- 
tives familiar  with  the  venture. 

Then  there  is  the  Federal  Trade 
Commission  antitrust  review  now 
under  way.  It  is  easy  to  see  what  makes 
the  feds  queasy.  Covisint's  backers  col- 
lectively dominate  the  North  American 
auto  market,  with  $150  billion  in  an- 
nual purchasing.  The  big  three  hope  to 
control  most  of  Covisint's  equity,  make 
the  rules  and  funnel  buying  through  it. 


they  bring  a  large  number  of  both  buy- 
ers and  sellers  to  the  table.  "In  case  no- 
body has  noticed,  the  New  York  Stock 
Exchange  has  lots  of  players  on  both 
sides  of  transactions,"  adds  Mark 
Walsh,  chief  executive  of  VerticalNet. 

For  suppliers,  getting  a  raw  deal  is 
not  the  only  concern.  "We're  not  com- 
fortable sharing  what  parts  we  buy,  the 
prices  we  buy  at  or  even  the  pattern  of 
our  buying,"  says  Kenneth  Maciver, 
general  manager  of  TRW  Aeronautical 
Systems. 

Covisint  has  alienated  buy-side 


The  Bazaar  New  Face  of  Business 


Throwing  in  with  sworn  rivals  may  prove  nightmarishly  complex,  but  industry 
titans  from  aerospace  to  hotels  are  joining  forces  to  set  up  online  marketplaces. 


Industry/site  name 

Owners 

Competition 

2000 
launch 

Aerospace/Global 
Aerospace  &  Defense 
Trading  Exchange 

Boeing,  Lockheed  Martin, 
Raytheon,  BAE  Systems 

numerous  sites 

midyear 

Airlines/NA 

American,  Delta,  United, 
Continental,  Air  France,  British  Air 

Commerce  One, 
Ariba  sites 

undecided 

Autos/Covisint 

GM,  Ford,  DaimlerChrysler 

Volkswagen 

undecided 

Computers/Ehitex.com 

Hewlett-Packard,  Compaq, 
10  others 

E2open 

August 

Energy,  Envera 

Rohm  &  Haas,  Eastman  Chemical, 
PPG  Industries,  11  others 

numerous  sites 

October 

Hotels/NA 

Marriott/Hyatt 

Zoho 

by  December 

Retail/Worldwide 
Retail  Exchange 

Kmart.  Target, 
CVS,  11  others 

Sears,  Kroger, 
others 

August 

Tires;  Rubbernerworh.com 

Goodyear,  Michelin.Bridgestone, 
4  others 

IstarXchange, 

others 

by  December 

NA:  Nol  available  Source:  Forbes 

They  could  easily  dictate  prices,  but 
even  if  they  do  not,  Covisint  will  run  on 
its  owners'  terms  and  charge  everyone 
else  for  doing  business.  "We  are  not  say- 
ing suppliers  have  to  use  the  site, 
though  we  (the  big  three)  will  do  most 
of  our  buying  through  it,"  says  Alice 
Miles,  who  heads  Ford's  Covisint  team. 

That  sounds  a  lot  like  coercion  to  top 
component  makers.  TRW,  Motorola  and 
Dana  Corp.  have  been  studying  the  im- 
plications since  April.  "We're  concerned 
about  how  big  this  gorilla  is  going  to  be. 
There's  only  so  much  room  to  squeeze 
prices,"  says  a  Dana  spokesman. 

The  independent  online  market- 
places such  as  VerticalNet,  Chemdex 
and  Ventro  don't  raise  such  fears,  since 
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partners,  too.  "All  we  were  offered  was 
a  junior  partnership,  which  means  we 
could  be  overruled  on  how  the  ex- 
change is  run.  We  have  a  problem  with 
other  automakers  telling  us  how  to  do 
things,"  says  Emanuela  Wilm,  a  Volk- 
swagen spokeswoman. 

Quickly  melding  software  pack- 
ages on  these  exchanges  will  be  a 
major  technological — and  political — 
headache.  Ford's  procurement  shop 
runs  on  Oracle  and  GM's  on  Com- 
merce One.  Both  software  vendors  are 
gunning  to  control  Covisint's  brains. 
The  venture  had  to  bring  in  Chicago 
consultancy  Diamond  Technology 
Partners  to  referee. 

Miles  declined  to  comment  on  any 


problems  Covisint  is  having  with  th 
technological  integration  but,  accord 
ing  to  one  supplier,  Covisint  has  misse' 
at  least  one  deadline  because  of  intern; 
politicking  and  FTC  scrutiny. 

In  May  Hewlett-Packard,  Compa 
and  ten  other  high-tech  firms  vowed  t 
put  up  $100  million  for  their  own  poi 
tal,  called  Ehitex.com.  IBM,  Toshifc 
Nortel  and  seven  others  countered  wit 
E2open.com  with  an  ante  of  $200  mi: 
lion.  IBM  owns  stakes  in  transaction  sofi 
ware  firms  12  Technologies  and  Arib 
and  its  bias  toward  using  them  for  its 
change  bodes  ill,  warns  a  rival. 

"A  bias  like  that  means  you'll  end 
with  a  Trojan  horse  that  gives  some 
better  service  than  others.  We  want  oi 
technology  to  be  neutral,"  says  Hewl 
Packard's  Keith  Melbourne,  who  is 
ing  as  interim  cohead  of  Ehitex. 

Ironically,  exchanges  meant  to 
buyers  have  them  fleeing  to  start  th 
own  portals.  Marriott  Internation 
and  Hyatt  Corp.  announced  plans 
May  to  form  a  marketplace  for  the  h 
pitality  industry's  $150  billion  in  ye 
purchases.  But  Starwood  Hotels  & 
sorts,  the  700-property  operator  of 
Westin  and  Sheraton  chains,  walked 
after  months  of  negotiations.  Instead 
took  a  minority  stake  in  Zoho,  an  in 
pendent  purchasing  portal. 

"They  planned  to  have  so  ma 
people  come  over,  it  looked  like  a  pi 
chasing  organization,  where  you  b 
up  suppliers  for  an  extra  nickel,  inst 
of  a  business  where  you  take  cost  out 
making  the  whole  system  more  e 
cient,"  says  Starwood  Senior  Vice 
ident  lames  Hyman. 

Here's  a  telling  fact:  Some  of 
smartest  purchasers,  such  as  Cisco 
Dell,  are  sticking  with  proven  ways 
buying.  While  Sears  and  Kmart  pu 
ahead  with  their  retailing  exchangt 
supply  chain  wizard  Wal-Mart  is  relyit 
on  its  proprietary  system. 

Says  a  Dell  spokesperson:  "There' 
fair  bit  of  commitment  based  on  vag- 
information.  We  would  need  con 
pelling  evidence  of  a  net  gain  before  \ 
would  share  data  and  busint 
processes."  That  says  more  than  all  tin 
breathless  pros  releases. 


V  Range  Rover  will  make  you  feel  like  a  million  dollars. 
Unless,  of  eourse.  vou're  worth  more. 
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RANGE  ROVER 


CHARTICI.F, 


BY  PETER  BRIMELOW 


Higher  Ed  at  Lower  Cost 

The  cost  of  college  tuition  can't  continue 
on  its  present  trajectory 
forever.  This  is  one  of  the 
ways  it  will  end. 


%  total  enrolln 
41 
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Till  BAD  NEWS  IS THAI  Mil  U.S.  HIGHER  EDUCATION  SYSTEM  CONSUMES  2.6%  OF  GDR 
more  than  twice  the  proportion  in  industrialized  competitors  like  Germany  and  Japan. 
The  good  news  is  that  its  really  two  systems.  There's  the  parent-pulverizing  full-time 
four-year  college  system  ($100,000  to  get  a  bachelor's  degree  in  2004  at  Stanford,  not  count- 
ing room  and  hoard;  $40,000  at  the  University  of  California).  And  there's  the  cost-effective 
part-time  system.  That  might  cost  you  $12,000  for  a  bachelor's  degree  over  eight  years  and 
wouldn't  keep  you  out  of  the  labor  force.  In  a  profound  shift  since  the  1960s,  American  stu- 
dents have  significantly  opted  for  the  latter. 

"The  four-year,  age-18-to-22  model  is  absurd,"  says  Herb  London,  president  of  the  In- 
dianapolis-based Hudson  Institute  and  professor  of  humanities  at  New  York  University, 
where  he  used  to  run  the  adult  education  Gallatin  Division.  He  notes  that  male  part-time 
education  still  trends  upward,  arguably  because  of  competing  opportunities  in  the  infor- 
mation economy.  The  traditional  college  structure,  London  argues,  suits  neither  students  nor 
their  potential  employers.  Ultimately  he  expects  the  basic  coinage  of  higher  education — 
ba<  helot's  and  master's  degrees — to  be  broken  down  into  similarly  manageable  units.      F 

Research  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute,  Indianapolis,  edwinr@hudson.org. 

Graphics  DAVID  LADA 

Sources  The  Department  ot  Education;  Organization  of  Economic  Cooperation  &  Development. 
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Your  business  can't  afford  to  have  a  single  customer  feel 
unimportant,  neglected,  or  -  even  worse  -  a  nuisance. 
With  Teltrust  One  Touch  Support™,  your  customers  will 
feel  that  you're  right  there  with  them  in  every  contact 
and  communication.  And  you'll  feel  that  offering  quality 
customer  service  has  never  been  easier  or  more  cost-effective. 


or 


Only  from  Teltrust*: 

Total  Outsourced 
Escalated  Tiered  Support 


Free 
Trial  Offer' 
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Certainty!™,  our  patent-pending  service  offering, 
delivers  all  the  advantages  of  an  in-house  customer 
support  function  without  any  of  the  disadvantages. 
You  can  use  our  multichannel  infrastructure,  our 
network,  and  our  multilingual  Satisfaction  Agents 
for  your  first-tier  support  and  reserve  your  in-house 
experts  for  escalated  support.  When  calls  escalate 
beyond  the  first  tier,  our  Satisfaction  Agents  can 
hand  them  off,  along  with  all  the  vital  information 
your  staff  needs.  Seamlessly.  Effortlessly. 

Your  customers  never  know  that  their  calls  have 
not  been  handled  by  your  own  staff.  And  you  get 
all  the  benefits  of  a  constantly  growing  knowledge 
base  of  all  captured  data  on  your  customers,  your 
products,  your  market. 

For  total  outsourcing, 

look  to  Inbound™ 

Perhaps  customer  care  is  not  your  core  competence. 
Or  your  calls  are  high  in  volume  but  low  in  complexity. 
Then  look  to  InBound  to  give  you  a  100  percent 
outsourced  solution  that  you  can  rely  on.  Our 
Satisfaction  Agents  can  offer  support  in  dozens 
of  languages  on  a  24x7  basis.  Our  multichannel 
technology  infrastructure,  coupled  with  our  proprietary 
Skills  Inventory  database,  can  deliver  a  team  custom 
tailored  to  your  needs  in  a  matter  of  days,  or  even  hours. 

There's  more  to  the  Teltrust  story... 

...including  a  1 5-year  history  and  an  expanding  future. 
Take  a  look  at  our  Web  site  at  www.teltrust.com  to 
learn  more  about  us  and  to  see  more  industry-leading 
support  offerings  such  as  InformNow!™,  RespondNow!™, 
ConnectNow!™,  StatusNow!™,  and  Proof!™ 


•Offer  good  through  September  30,  2000.  and  limited  to  one  free  month  of  Teltrust  Gold  Solution  Certain  restrictions  apply.  See  our  Web  site  for  details. 
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One  Touch  Support™ 


only  from  Te  It rUSf 


Teltrust  provides  seamless,  integrated,  multilingual 
support  services.  With  over  1,400  multilingual 
Satisfaction  Agents  and  1 5  years  of  support 
handling  experience,  we  are  well  equipped  to  offer 
One  Touch  Support  to  you  and  your  customers. 
Visit  us  on  the  Web  at  www.teltrust.com  to  find 
out  more  about  all  of  our  OpNow!™  and 
OneVoice  Solutions!™  products. 


We'll  go  with  your  flow  —  free 

That's  right  —  we'll  handle  your  overflow  customer 
support  calls  for  30  days  at  no  charge.*  To  arrange 
a  limited-time  trial  or  get  further  details,  call 
Teltrust  today  at  (888)  239-3765  or  visit  our 
Web  site  at  www.teltrust.com. 


range 


www,  teltrust.  com 


Contact  us: 
Teltrust.  Inc. 


888  TELTRUSr 


JJ  J 

JJJ 


One    Touch    Support' 


One  Penn  Plaza,  19th  Floor 
Suite  1932-35 
New  York,  New  York  10119 
Phone:  (888)  239-3765 
E-mail:  sales@teltrust.com 
Web:  www.teltrust.com 


©2000,  Teltrust,  Inc.  All  rights  reserved.  Teltrust,  One  Touch  Support,  OpNow!,  OneVoice  Solutions!,  Certainty!,  InBound,  Proof!, 
ConnectNowl,  InformNow!,  RespondNow!,  and  StatusNow!  are  trademarks  or  registered  trademarks  of  Teltrust,  Inc. 
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bet  his  lunch 
that  high  yield 
returns  will  eat 
up  equity 
returns- 
short  term. 


aster  of  the 


flwight  Sipprclle,  Mr.  Global  High  Yield,  beckons  us  to  dip  our  toes  into  his  pool 


fE  ASCEND  TO  THE  41ST  FLOOR  OF  THE  MORGAN 
Stanley  Dean  Witter  building  in  Manhattan.  This, 
the  floor  with  the  company  dining  room,  proclaims 
le  hushed  tone  of  big  money — wide  corridors,  Japanese 
eekness,  a  study  in  ostentatious  understatement.  In  a  pri- 
ate  dining  room,  with  a  sparkling  view  of  midtown,  we  wait 
>r  our  host,  Dwight  Sipprelle,  42,  co-head  of  Morgan  Stan- 
y's  global  high  yield  bond  department. 

His  $8  billion  portfolio,  which  also  includes  bank  loans,  is 
le  largest  of  its  kind.  In  1998,  his  best  recent  year,  it  is  ru- 
lored  Sipprelle  was  paid  $20  million — many  times  what  was 
lade  by  Morgan's  chief  executive  officer,  Philip  Purcell.  If  that 
mnds  extreme,  consider  that  people  on  Wall  Street  say  he 
lade  his  bank  about  $500  million  in  underwriting  fees  in 
998.  That  figure  doesn't  include  the  substantial  trading  prof- 
s  made  investing  his  portion  of  Morgan's  capital  account. 

We  are  ready  to  meet  this  latter-day  global  version  of 
lichael  Milken,  who,  at  Drexel  Burnham  Lambert,  was  the 
■ventor  of  high  yield  bonds  on  his  way  to  the  penitentiary.  In- 
ead  of  Sipprelle,  however,  we  are  confronted  by  Melissa  Ston- 
erg,  who  strides  toward  us  wearing  horn- rimmed  glasses  and 


a  self-important  air.  She  tells  us  that  Sipprelle  may  not  be  per- 
mitted to  speak  to  me.  Company  policy,  it  seems.  It  is  inter- 
esting that  Sipprelle,  who  has  the  responsibility  to  invest  bil- 
lions, is  not  permitted  to  speak  for  himself. 

As  we  begin  to  head  to  the  elevator  she  relents,  and  soon 
Sipprelle  is  ushered  into  the  room. 

When  we  are  seated  and  have  ordered  our  sandwiches,  Sip- 
prelle exclaims  to  both  of  us:  "I  feel  old."  A  surprising  com- 
ment, since  he  looks  a  young  42  and  is  well  kept,  so  we  ask 
him  to  explain.  Sipprelle  points  out  that  he's  ancient  in  this 
young  area  of  finance,  which  dates  back  only  to  1 985.  Through 
these  years  he's  overseen  a  trading  desk  and  stands  on  his  feet 
all  day. 

He  started  the  global  high  yield  unit  in  1984,  competing  for 
underwriting  against  Drexel.  "It  was  like  fighting  the  Chinese 
army,"  says  Sipprelle.  He  fought  well.  Drexel  is  dead.  Morgan 
Stanley  is  the  top  high  yield  underwriter  in  the  world  and 
number  two  in  the  U.S.,  behind  Donaldson,  Lufkin  8c  Jenrette. 
In  1999  Morgan  underwrote  $12.5  billion  in  high  yield  loans. 

Sipprelle  barely  wants  to  talk  about  1999  because  it  was  a 
poor  year  in  both  returns  and  underwriting.  But  that  is  one 
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reason  we  are  here.  Rumble  on  The 
Street  is  that  the  high  yield  area  is  ripe- 
to-ready-to-burst  for  investing,  and  Sip- 
prelle,  as  a  giant,  is  our  best  source. 

He  sips  water  and  makes  a  bold 
claim:  "A  dollar  invested  in  the  high  yield 
market  will  outperform  one  invested  in 
the  equity  market  over  the  next  12 
months — and  with  less  risk.  I  feel 
strongly  about  that." 

Here's  the  rationale:  A  great  deal 
of  money  that  traditionally  goes  into 
the  fixed-income  market  has  recently 
been  going  into  the  equity  market. 
Bonds  work  like  stocks  in  that  they  get 
bid  up  when  demand  increases  and 
get  bid  down  when  there  are  more 
sellers  than  buyers.  The  high  yield  cor- 
ner of  the  market  has  become  very 
cheap  for  investors,  with  what  Sip- 
prellc  calls  "some  extraordinary  op- 
portunities available  globally."  We'll 
get  to  those  in  a  moment. 

Sipprdlc's  point  is  that  the  money  is 
going  to  shilt  back  to  the  bond  market 
now.  "What  has  to  happen  is  that  equity 


market  investors  will  realize  that  20%- 
plus  returns  will  not  occur  as  far  as  the 
eye  can  see.  The  high  yield  market  cur- 
rently offers  550  basis  points  over  Trea- 
surys — so  wide  over  Treasurys  right  now 
that  even  if  the  Fed  raises  short-term 
rates,  we're  relatively  immune  to  it." 

Word  on  The  Street 
is  that  high  yield 
bonds  are  ripe-to- 
ready-to-burst  for 
investing. 

Any  favorites?  Alestra  is  yielding 
about  15%.  Turkcel  is  at  12.75%.  Nex- 
tel  bonds  right  now  are  yielding 
10.75%.  Viatel,  17%.  "These  are  situa- 
tions where  not  only  do  you  get  the  in- 
terest payment  every  year,  but  you  also 
have  the  potential  of  capital  apprecia- 


tion," he  says  confidently. 

Our  lunch  is  interrupted  by 
scratchy  voice  coming  into  the  room.  It'« 
the  cell  phone  resting  next  to  Sipprelk'i 
plate.  Using  it  as  a  walkie-talkie,  he 
sponds,  then  announces,  "We  just  trade 
a  million  dollars  of  bonds  in  Flag  Tele- 
com over  lunch.  A  great  company  build- 
ing undersea  cables."  He  also  mentions 
the  maker  of  his  cell  phone,  a  very  good 
bet  and  a  likely  takeover  candidate.  Bur 
no  sooner  has  he  mentioned  the  com- 
pany name  than  Melissa  scolds  that  such 
a  statement  "could  be  seen  as  touting  the 
stock." 

Thus  chastened,  we  stare  at  our  plate 
a  moment  and  attempt  to  go  on.  Ir 
Milken's  time,  he  says,  most  of  the  com 
panies  underwritten  were  industry' 
fallen  angels,  and  therefore  willing  to  pa\ 
a  few  points  more  for  their  mon 
Today  a  third  of  the  companies  are  start 
ups  requiring  big  capital,  and  it's  then 
newness  that  forces  them  to  pay  th 
higher  rates.  The  high  yield  market 
also  becoming  far  more  international 


BUSINESS   HAS   CHANGED 


urope  is  percolating  right  now,  he  adds, 

i  is  Mexico,  with  Russia  coming  soon. 

Internationalization  is  Sipprelle's 

aim  to  fame,  and  he  unabashedly 

aims  it  He  is  the  undisputed  globalizer 

I  f  high  yield.  Credit  his  background.  His 

I  ither,  mother  and  grandfather  were 

!|  merican  diplomats. 

"I  grew1  up  in  the  emerging  marke 
I  e  says.  Austria,  Colombia,  Turkev 
\t  en,  Haiti,  the  Dominican  Republic  and 
$i  enezuela  were  all  home.  Sipprelle 
||  tought  he  would  follow  in  his  parents' 
>otsteps  as  a  diplomat.  But  at  Harvard 
t  usiness  School  he  had  an  awakening. 
"I  had  the  equivalent  of  the  Apostle 

■  aul's  vision  on  the  road  to  business 
i  :hool,"  he  says.  But  instead  of  Saul 
J  teeting  Jesus  on  the  road  to  Damas- 
.  as,  it  was  Sipprelle's  discovering  bonds 
|i  lat  changed  his  life.  In  this  blinding 

■  loment  of  light,  it  occurred  to  him 
Iiat  he  could  have  as  much  influence 
I  laping  international  policy  as  a  bond 
|i  nderwriter  as  he  could  as  a  modern  - 
I;  ay  diplomat. 


He  enlarges  this  point  "The  policy 
content  of  a  diplomat's  role  has,  I  think, 
dramatically  diminished  over  the  years. 
It  used  to  be  that  governments  pro\"ided 
bilateral  aid  to  other  governments  in 
pursuit  of  foreign  policy  objectives.  Well, 
in  an  era  of  balanced  budgets,  that  bi- 

"I  had  the 

equivalent  of  the 

Apostle  Paul's 

vision  on  the  road  to 

business  school." 

lateral  aid  is  dramatically  diminished. 
How  do  governments  get  money?  They 
get  it  from  the  markets,  okay?  'Which 
means  that  they  have  to  craft  a  set  of 
policy  initiatives,  fiscal  reform,  eco- 
nomic reform,  social  reform,  legal  re- 
form that  makes  them,  in  the  market's 


mind,  a  creditworthy  borrower." 

The  first  international  underwriting 
in  high  yield  was  for  the  government  of 
Hungary,  in  1990.  Sipprelle  structured 
a  bond  that  stretched  over  20  years, 
more  than  double  the  normal  payout 
period,  to  give  the  country  a  better 
chance  of  paying  off  its  loan — at  a 
higher  rate,  of  course.  The  happy  ending 
is  that  investors  made  money  because 
the  country  became  creditworthy  and 
the  bonds  rose.  He  proudlv  claims:  'We 
helped  propel  them  to  the  next  level 
economically." 

He  has  four  children.  "I  can  look 
them  in  the  eyes  and  tell  them  I  am 
doing  something  worthwhile,"  he  says. 
We  ask  about  his  father's  diplomatic  ac- 
complishments, but  when  we  pursue,  his 
public  relations  rep  says  that  I  am  be- 
coming far  too  personal. 

So  we  end  lunch  here,  and  junk 
bonds'  elder  statesman  excuses  himself 
as  the  market  beckons.  Final  question: 
the  secret  to  his  staying  power?  He 
smiles:  "I  wear  comfortable  shoes."   F 


CREDIT    FIRST 
SUISSE    BOSTON 


www.csfb.com 


What's  new  today  is  old  tomorrow  is  positively  outdated  the  day  after.  No  matter  how  revolutionary  it  was  in  the 
first  place.  That's  a  fact  of  life.  And  of  business.  At  Credit  Suisse  First  Boston,  part  of  our  job  is  to  anticipate 
change.  To  enable  it.  And  to  empower  the  people  and  companies  that  create  it.  We  believe  that  one  of  our 
biggest  responsibilities  is  helping  our  clients  capitalize  on  change.  Because  business  could  be  very  different - 
by  the  time  you  turn  this  page.    CREDIT  SUISSE   FIRST   BOSTON. 
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Damn  the  Torpedoes 

It's  fire-sale  time  on  Sand  Hill  Road.  Softbank's 
Gary  Rieschel  is  buying  as  fast  as  he  can. 


BY  NEIL  WEINBERG 

NOBODY  RODE  THE  TECH  WAVE  AS 
high  as  Softbank — or  got  as  soaked 
when  it  broke  over  investors'  heads 
this  spring.  A  huge  punter  in  Silicon  Val- 
ley startups,  the  Tokyo-based  group  saw 
its  own  share  price  shoot  up  25-fold  for 
the  year  through  mid-February  to  $576, 
then  plummet  80%  in  two  months. 
Founder  Masayoshi  Son,  worth  $69  bil- 
lion and  the  planet's  richest  resident  after 
Bill  Gates  early  this  year,  lost  $47  billion 
in  personal  wealth. 

Instead  of  retreating,  Softbank  is  on 
a  buying  binge.  Its  chief  agent:  Gary 
Rieschel,  who  heads  Softbank  Venture 


Capital  in  Mountain  View,  Calif.  Last 
month  he  closed  on  a  record  $1.5  bil- 
lion venture  capital  fund,  half  Softbank 
Corp.'s  own  money,  half  from  outsiders, 
and  plowed  more  than  $200  million  into 
startups.  That's  40%  more  than  the 
firm's  previous  monthly  record. 

For  Softbank  it  is  just  a  down  pay- 
ment. Son  wants  nothing  less  than  to 
dominate  the  Internet.  He  envisions  in- 
vesting $30  billion  in  new  ventures  over 
the  next  five  years  to  expand  the  group's 
global  Internet  portfolio  from  250  com- 
panies to  as  many  as  2,000.  Rieschel  ex- 
pects his  unit  alone  to  invest  $12  billion. 

"Technological  change  like  we're  see- 
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Valley  guy  Rieschel:  spearheading  a  $30  billion  venture  capital  push. 

ing  now  comes  along  only  every 
century  or  two,"  Rieschel  says. 
"People  are  just  beginning  to 
adopt  it  into  their  daily  lives,  and 
unless  you  think  they're  going  to 
stop,  now  is  the  time  to  put  the 
pedal  to  the  metal." 
Rieschel,  who  tools  around  Silicon 
Valley  in  a  yellow  BMW  M3,  knows  over- 
drive. Since  setting  up  Softbank  Venture 
Capital  in  1996,  he  has  turned  it  into 
one  of  the  most  accomplished  venture 
capital  shops  around.  Based  on  private 
and  public  sales,  the  three  funds  Soft- 
bank set  up  between  November  1995 
and  July  1998  have  returned  between 
125%  and  200%  annually,  Rieschel  says. 
The  $660  million  Fund  V,  propitiously 
launched  last  July  as  tech  stocks  were 
taking  off,  has  done  far  better. 

Those  returns  have  elevated  Softbank 
Venture  Capital  into  the  "30%  carry 
club,"  a  league  with  only  a  handful  of 
firms  that  get  30%  of  profits  be 
fore  limited  partners  see  their 
share  (others  are  Accel  Partners, 
Benchmark  Capital,  Kleiner 
Perkins  Caufield  &  Byers,  Matrix 
Partners,  Mayfield  Fund,  Redpoinf 
Ventures  and  Sequoia  Capital). 
That  is  on  top  of  the  2%  manage 
ment  fee.  Rieschel  and  his  partners 
govern  the  firm  independently 
from  the  Japanese  parent  but  give 
Son  a  50%  break  on  fees. 

A  burly,  congenial  44-year-old, 
Rieschel  is  a  biologist  with  a  Har- 
vard business  degree.  He  stumbled 
into  tech  when  Intel  was  hiring  in 
his  native  Oregon  in  1979.  Stints 
at  Sequent  in  Tokyo,  where  he  be 
friended  Softbank  founder  Son 
and  at  Cisco,  where  he  ran  sales 
channels,  followed.  Already  so  rich 
he  need  never  work  again,  Rieschel 
blew  $230,000  at  a  June  charit) 
wine  auction.  His  rapid  ascent  tc 
Valley  Brahmin — one  who  pickec 
an  address  far  from  venture  capi 
tal's  Sand  Hill  Road  epicenter  anc 
still  attends  board  meetings  ir 
shorts  and  sandals — has  surprisec 
many  longtime  VCs. 

"Everything  about  the  Sane 
Hill  Road  culture  said  This  can'' 
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health  care,  for  example.  Say  you're  looking  for  a  way  to  offer  employees  and  retirees  quaJity  health  care  at  an  affordable  price.  One  person  cares  more 
t  cost— another,  quality.  And  for  someone  else,  it  could  be  a  preferred  doctor.  Enter  Sageo,™  a  new  alternative  that  can  take  on  your  administration 
•rovide  your  employees  and  retirees  access  to  a  broad  array  of  health  plans,  guidance  on  how  to  use  their  health  benefits,  and  a 
y  of  interactive  health  and  medical  educational  resources  from  Mayo  Clinic.  If  your  company  is  looking  for  a  cost-effective  way  to 
n  health  care  to  employees  and  retirees,  isn't  it  obvious  what  to  do?  Contact  us  at  1-877-465-7000  or  visit  www.sageo.com. 
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SoftbaniL 

work,'"  says  Roger  McNamee,  a  general 
partner  at  Integral  Capital  Partners. 
"Gary  did  not  come  from  their  inner 
circle  and  was  funded  by  a  Japanese 
company.  But  when  you  help  create 
Yahoo  and  E-Trade  you  earn  respect, 
even  if  it's  grudging." 

It  took  Rieschel  plenty  of  blood, 
sweat  and  airline  food  to  get  Softbank 
Venture  Capital  to  this  stage.  He  joined 
Softbank  in  1995,  when  it  acquired 
Ziff-Davis,  and  set  up  the  venture  cap- 
ital arm  with  Son.  With  money  tight, 
Rieschel  had  no  office  and  spent  the 
first  half  of  1996  hauling  armfuls  of 
business  plans  to  Starbucks. 

His  holdings  went  nowhere  for 
months.  Rieschel  took  six 
months  just  to  raise  $150 
million.  In  late  1997  stories 
trickled  out  that  Softbank 
Japan  was  near  financial  col- 
lapse. Overnight,  $120  mil- 
lion in  fund  commitments 
disappeared.  Rieschel  him- 
self was  nearly  bankrupt,    

having  borrowed  $4.5  mil- 
lion 18  months  earlier  to  buy  Softbank 
stock  at  $86,  only  to  see  it  fall  to  $14. 

But  before  long  some  of  Rieschel's 
early  bets  began  to  pay  off.  US  Web  went 
public  in  December.  Yahoo's  stock 
started  to  climb.  As  Internet  investing  hit 
fever  pitch,  Softbank's  fortunes  recov- 
ered. As  did  Rieschel's. 

Beaten-down  valuations  and  Soft- 
bank's huge  expectations  are  only  two 
reasons  Rieschel  is  investing  at  a  record 
clip.  He  and  Son  see  a  huge  upside  for 
technologies  with  wide  appeal. 

Says  Son:  "There's  nothing  magic 
about  the  areas  we're  investing  in.  We  just 
want  to  be  a  little  quicker  and  better  than 
everyone  else  and  maximize  the  syner- 
gies among  our  companies." 

Rieschel  and  His  partners  are  plac- 
ing bets  oil  wireless  telecom,  supply 
chain  software,  Internet  phones,  3-D 
graphics,  as  well  as  the  gaping  oppor- 
tunity to  bring  more  financial  services 
online.  Softbank  has  pieces  of  180  U.S. 
firms  and  30  joint  ventures  in  Japan, 
including  Yahoo  Japan.  Deals  with 
adi  in  Europe  and  News  Corp.  in 
Asia  stretch  its  reach. 


One  area  that  does  not  interest  them: 
niche  dot-com  e-tailers.  Though  Soft- 
bank invested  in  I-Christian  and 
Art.com,  Rieschel  says  he  would  not  do 
so  now.  The  upside  just  does  not  com- 
pensate for  the  risk.  But  e-tailing  is  not 
dead.  Softbank  sees  plenty  of  chances  to 
help  real-world  retailers  get  online.  "Our 
uber-strategy  is  to  get  everyone's  eye- 
balls, then  their  money,  then  a  piece  of 
everything  they  do,"  Rieschel  says. 

In  the  eyeball  department,  Softbank 
is  the  top  investor  in  Yahoo  with  23%.  Its 
asset  collectors  include  E-Trade  and  E- 
Loan.  In  transactions,  it  owns  chunks  of 
everything  from  Buy.com  to  Blue- 
Light.com,  a  joint  venture  with  Kmart. 


"Our  uber-strategy  is  to  get 

everyone's  eyeballs,  then 

their  money,  then  a  piece  of 

everything  they  do." 


These  days  Rieschel's  team  spends 
as  much  time  keeping  companies  alive 
as  it  does  strategizing.  Softbank's  part- 
ners circulate  weekly  reports  about 
portfolio  holdings.  These  are  color- 
coded  in  green  (cruising  along),  yellow 
(so-so)  and  red  (sound  the  alarm). 
Each  entry  includes  the  past  month's 
revenues,  cash  burn,  cash  on  hand  and 
date  it  will  run  out. 

Recently,  comments  like  "layoffs 
went  well,"  and  "they  have  until  next 
Thursday  to  find  a  buyer  or  we  close  up 
shop,"  have  been  peppering  the  pages. 
Says  Rieschel:  "Before  the  crash  we 
talked  about  market  share  and  world 
domination.  Now  we  have  more  pro- 
saic concerns." 

The  upside  is  that  there  is  a  fire  sale 
going  on.  The  sputtering  public  market 
has  cut  into  new  financings  and,  as  a  re- 
sult, private  valuations.  A  few  months 
ago  two  entrepreneurs  were  both  seek- 
ing investments  that  would  value  their 
startups  at  $40  million.  Softbank  recently 
invested  in  them,  but  at  $15  million 
valuations. 

"At    times    of    extinction-level 


events,  when  entire  classes  of  compa- 
nies could  disappear,  some  say,  'Do 
nothing.'  The  contrarian  bet  is  to  fig- 
ure out  what's  going  to  survive  and 
put  10%  of  your  funds  into  things  on 
the  edge,"  says  Rieschel. 

Softbank  Venture  Capital's  stafi 
gathered  on  a  recent  Monday  at  the 
company's  Mountain  View  office  t 
hear  pitches  from  five  companies.  Eac 
had  made  it  to  the  last  stage  of  a  weed 
ing  that  eliminates  99%  of  the  1,50 
firms  soliciting  Softbank  monthly. 

Leading  off  the  day  was  Toby  Corey 

founder  and  former  president  of  USWeb 

the  Internet  consultancy  now  part  o 

MarchFirst.  Corey's  latest  is  IGeneration 

an  online  venture  for  certify 

ing  techies  and  finding  their 

jobs.  As  the  slick  presentatior 

runs  on,  Rieschel  interrupt 

Corey,  pointing  to  his  watch 

The  partners  break  off  an 

huddle. 

"It's  a  big  market  but  al 

these  companies  are  behinc 

schedule,"  says  one.  "Toby  i 
bankable.  The  rest  of  managemen 
isn't,"  says  another.  "An  I-banker  [in 
vestment  banker]  told  me  he  wouldn' 
touch  it,"  adds  a  third.  The  partners  an 
in  agreement.  They  will  offer  to  inves 
at  a  valuation  50%  below  what  IGener 
ation  was  asking  a  few  months  ago. 

Howard  Diamond,  chief  executive  o 
Magellan  Holdings,  parent  company  to 
software  license  management  firm 
makes  an  impassioned  pitch.  This  is  n< 
startup.  Magellan  has  $1  billion  in  rev 
enues,  a  record  of  profitability,  a  $10< 
million  line  of  credit  with  Citibank  and 
funding  offer  from  an  executive  at 
major  software  company.  "Softbank  i 
strategic,"  Diamond  tells  his  audiena 
"It's  your  name,  your  companies'  soft 
ware  and  your  connections  in  Japan." 
The  partners  see  a  low-risk  late-stag 
play  with  300  salespeople  who  can  flo 
the  Softbank  portfolio's  wares.  Softb 
expects  Magellan  to  accept  $30  millioj 
for  a  20%  stake.  That's  25%  less  than 
few  months  ago — or  what  a  less  desk 
able  investor  might  pay  today. 

"That's  why  top  VCs  can  charge 
30%  carry,"  Rieschel  says,  smiling. 
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Something  Lost  in  Translation? 

Investors  are  in  love  with  fast-growing  Lernout  &  Hauspie  Speech 
Products.  But  a  lot  of  that  fast  growth  comes  from  acquisitions,  and 
accounting  for  acquisitions  is  anything  but  an  exact  science. 


BY  ELIZABETH  MACDONALD 

MACHINES  THAT  UNDERSTAND 
language  have  been  in  the 
dreams  of  computer  scientists 
for  half  a  century.  Now  those  dreams 
are  close  to  reality,  with  software  that 
can  take  dictation  and  translate  (if 
somewhat  clumsily)  from  one  language 
to  another.  The  excitement  over  this 
technology  explains  how  Lernout  & 
Hauspie  Speech  Products  N.V.,  a  firm 
headquartered  in  leper,  Belgium  that  is 
a  leader  in  speech  translation  software, 
came  to  have  a  $5.8  billion  market 
value.  At  a  recent  $41,  Lernout  &  Hau- 
spie's  Nasdaq-traded  shares  go  for  111 
times  trailing  earnings.  Even  in  a  bull 
market  for  technology  stocks  that's  a 
handsome  price. 

Look  only  at  the  raw  numbers  and 
you  will  be  dazzled  by  the  growth  here. 
From  $31  million  in  revenue  four  years 
ago,  L&H  exploded  to  $344  million  for 


Gaston  Bastiaens 
has  brought  an 
aggressive 
acquisition 
strategy  to  L&H. 


1999.  For  the  Mar.  31,  2000  quarter  the 
company  reported  revenue  of  $111 
million,  up  57%  from  the  year  before. 
First-quarter  earnings  were  $16.4  mil- 
lion, or  26  cents  a  share,  up  from  $11 
million  in  1999. 

What's  not  to  like?  The  fact  that  so 
much  of  this  company's  growth  has 
come  from  acquisitions.  L&H  made  25 
of  them  between  1997  and  1999.  It  re- 
cently completed  two  more  big  deals, 
for  Dragon  Systems  and  Dictaphone 
Corp.,  with  a  combined  $1.4  billion 
price  tag  (in  stock  and  assumed  debt). 

Brian  Skiba,  an  analyst  at  Lehman 
Brothers,  is  a  rare  Wall  Street  skeptic 
about  this  hot  company.  He  says  the  ac- 
quisitions make  it  difficult  to  determine 
L&H's  true  profit  picture. 

There's  a  bit  of  history  behind  his 
concerns.  Gaston  Bastiaens,  L&H's  53- 
year-old  chief  executive,  oversaw  a  sim- 
ilar acquisition  binge  to  calamitous  re- 


sults in  his  previous  job  as  chief  execu 
tive  of  software  company  Quarterdeck 
The  binge  caused  a  run-up  in  Quarter 
deck's  stock  to  $38  in  December  199! 
from  $3.50  in  January.  Quarterdeck 
products  didn't  live  up  to  the  lofty  ex 
pectations  for  them  and  Bastiaens  re 
signed  in  August  1996.  Soon  after,  th 
company  booked  a  $75  million  loss  fo 
1996  and  laid  off  40%  of  its  staff.  Quai 
terdeck  was  eventually  sold  for  52  cen 
a  share.  Bastiaens  now  says  (through  a 
L&H  spokesman)  that  Quarterdec 
would  have  thrived  if  it  had  stuck  to  h 
Internet  strategy. 

In  an  interview  Bastiaens  plays  dow 
L&H's  acquisition  spree,  saying  the  com 
panies  acquired  were  "very  small,"  b 
later  arguing  that  they  were  necessary  t 
build  a  global  conglomerate  in  machin 
language  software.  A  spokesman  for  th 
firm  adds  that  only  30%  of  last  year 
$133  million  gain  in  revenues  came  fror 
acquisitions,  with  the  rest  from  intern; 
growth.  That  may  be  so,  but  the  growt 
picture  is  not  uniformly  good.  Sales 
Europe  were  down  last  year  and  sales  i 
the  U.S.  (where  customers  include  M 
crosoft  and  Nortel)  were  flat.  All  th 
growth  came  in  Asia,  with  $152  millio 
in  revenue,  up  from  $10  million  for  tr 
region  in  1998. 

Now  take  a  look  at  how  acquisitior 
affect  L&H's  profit  figures.  There  ai 
two  extremes  to  which  an  acquirer  of 
software  firm  can  go  in  booking  th 
deal,  and  both  are  potentially  misleac 
ing  to  investors  who  don't  look  closel 
One  extreme  is  to  write  off  most  of  tr 
purchase  price  immediately  as  a  r< 


L&H's  expense  accounting  has 
muddied  its  true  profit  picture. 
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THE  OBSESSIVE  GOAL  OF  ALMOST 


ANY  B2B  NET  MARKETPLACE  IS  TO 


GET  OFF  THE  GROUND.  FLYING,  IT'S 
ASSUMED,  WILL  FOLLOW  NATURALLY. 
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Lernout  &  Hauspie 


search  and  development  charge.  That 
kills  earnings  in  the  year  of  the  deal  but 
leaves  the  payoff  from  the  acquired 
software  as  pure  profit  in  later  years. 
The  acquirer  can  reasonably  hope, 
meanwhile,  that  investors  forgive  the 
hit  to  earnings  as  a  nonrecurring  item. 
The  other  extreme  is  to  book  most  of 
the  purchase  price  as  intangible  "good- 
will" and  amortize  that  very  slowly, 
minimizing  the  recurring  damage  to 
reported  earnings.  L&H  has  gone  to 
both  extremes. 

Initially,  L&H  took  $154  million 
worth  of  purchased  R&D  writeoffs  for 
1997  and  the  first  nine  months  of  1998, 
in  connection  with  12  acquisitions.  But 
then  the  Securities  &  Exchange  Com- 
mission forced  L&H  to  restate  its  results 
for  this  period,  with  the  effect  of  lower- 
ing its  reported  losses  in  1997  and  1998 
but  also  reducing  profits  for  later  years 
as  those  R&D  charges  are  spread  out. 

L&H  went  to  the  other  extreme  in  its 
$58  million  purchase  last  year  of  Brus- 
sels Translation  Group.  BTG  had  promis- 


The  SEC  has 

cracked  down  on 

L&H's  acquisition 

charges, 

ing  software  but  no  earnings  and  a  neg- 
ative tangible  net  worth.  The  acquisition 
came  onto  Lernout  &  Hauspie's  balance 
sheet  with  $62  million  in  goodwill.  L&H 
is  amortizing  this  $62  million  over  15 
years,  causing  a  gentle  $4  million  a  year 
dent  to  its  earnings.  Too  gentle,  says 
Skiba,  given  how  quickly  technology  be- 
comes obsolete  these  days.  Booking  the 
writeoff  over  four  years  would  have  re- 
duced L&H's  1999  earnings  to  $30  mil- 
lion from  $42  million. 

Even  stranger  is  L&H's  previous  re- 
lationship to  BTG.  In  March  1997  L&H 
won  a  software  development  contract 
from  BTG,  an  entity  that  began  opera- 
tions a  day  before  the  deal  was  an- 
nounced. In  the  deal,  L&H  got  $35  mil- 


lion to  develop  software  that  lets  user 
translate  documents  into  various  Ian 
guages  over  the  Internet.  L&H  said  i 
would  license  the  resulting  produc 
from  BTG.  L&H  booked  that  $35  mil 
lion  in  revenues  over  a  two-year  pe 
riod.  Then,  in  June  1999,  L&H  bough 
its  customer,  in  effect  buying  back  th 
intellectual  property  it  had  developec 
It  seems  that  costs  of  this  software  re 
search  had  a  way  of  coming  in  rapidl 
on  the  revenue  side  but  leaking  ou 
slowly  on  the  expense  side  as  an  amor 
tization  charge.  Bastiaens  adamantl 
disagrees,  saying  L&H  is  amortizing 
service  that  effectively  has  a  15-yea 
shelf  life. 

L&H  is  chalking  up  the  entire  $16' 
million  cost  of  its  1999  acquisitions  t 
goodwill.  If  you  want  to  be  a  real  bul 
focus  on  L&H's  62-cents-a-share  earn 
ings  before  goodwill  charges.  But  co: 
servative  investors  will  be  a  little  moi 
skeptical,  like  Brian  Skiba.  R&D  is  a  bi 
cost  item  in  the  software  business,  an 
it  never  stops. 
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-  Abby  Joseph  Cohen,  CFA 


Around  the  world,  investment  professionals  and  investors  alike 

recognize  the  value  of  the  Chartered  Financial  Analyst™  (CFA1) 

designation.  When  you  choose  a  CFA  charterholder  to  A 

manage  your  investment  portfolio,  you  are  choosing 

someone  who  has  mastered  a  rigorous  body  of  knowledge. 

Someone  whose  understanding  of  financial  markets  and 

the  risks  being  undertaken  literally  has  been  put  to  the 

test.  And  through  the  Association  for  Investment  Management 

and  Research  (A1MR),  CFA  charterholders  have  ongoing  access  to  the 

latest,  most  complete  investment  knowledge  and  professional  education. 

Whether  you  are  looking  to  invest  for  yourself  or  on  behalf  of  your 

organization,  choose  an  investment  professional  who  has  earned  the 

globally  recognized  standard  of  excellence.  Choose  a  CFA  charterholder. 

800-247-8132  •  804-951-5499  •  www.aimr.org 


SETTING  A  HIGHER  STANDARD  FOR  INVESTMENT  PROFESSIONALS  WORLDWIDE 
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Your  brand  is  vour  babv. 


vBerter  keep  an  eye  on  it) 


All  you  need  is  magnifi,  the  first  online  marketing  hut  -     marketing 

.departments.  You  can  manage,  create,  assign,  review,  collaborate,  approve,  down 
archive,  conference  and  launch.  From  any  computer.  Anytime.  Anywhere.  For  more 
information  on  magnifi.  call  us  at  800-301-0040  or  visit     ^--  .p 

www.magnifi.com.  Hey,  it's  a  big,  bad  world  out  there.     ^^O    ma^nill.net 

©2000  Magnifi.  inc.  Even  one  on  the  same 


Ready  for  Battle 

Fred  Hassan  got  the  blockbuster  drug  he  wanted. 
Now  if  he  can  only  fend  off  Merck. 


i 


BY  ROBERT  LANGRETH 

BAR]  1 Y  THREE  MONTHS  AFTER  THE 
surprising  merger  of  Pharmacia  & 
Upjohn  and  Monsanto,  Pharmacia 
Chief  Executive  Fred  Hassan  faces  the 
biggest  challenge  of  his  three-decade  ca- 
reer: making  it  work. 

1  hllg  industry  mergers  haw  a  decid- 
edly mixed  track  record,  as  many  deals 
have  done  little  to  boost  long-term 
growth.  But  Hassan  vows  to  transform 
the  new  Pharmacia  Corp.,  the  product 
of  two  undersized  players,  into  one  of  the 
fastest-growing  companies  in  the  drug 
industry.  He  promises  an  earnings- 
!i  rate  oi  more  than  20%  over  the 
hree  years,  on  pharmaceutical  sales 


growth  of  17%;  this 
would  put  it  in  the  top 
echelon  of  the  drug  in- 
dustry. And  he  aims  to  increase  annual 
drug  sales  from  $1 1  billion  last  year  to 
almost  $17  billion  by  the  end  of  2002. 
"Pharmacia  and  Pfizer  will  be  the  two 
growth  stories  out  there  for  the  next  few 
years.  We  are  going  to  make  this  into  a 
pharmaceutical  powerhouse,"  he  says. 

To  succeed  he  must  find  a  way  to  re- 
ignite  sales  of  Celebrex,  the  $2  billion 
(sales)  crown  jewel  in  Pharmacia's  new 
portfolio.  Celebrex  was  the  first  in  a  new, 
safer  class  of  arthritis  drugs  called  COX-2 
inhibitors  that,  unlike  older  drugs,  don't 
cause  ulcers.  After  a  spectacular  launch 


Hassan  will  need  to  marshal  his 
leadership  skills  to  make  the 
Monsanto  deal  pay  off. 


last  year,  its  sales  growtlj 
has  slowed  recently  in  th|l 
face  of  a  no-holds-barreij 
marketing    attack    bl 
Merck,  which  makes  thj 
competing  drug  Viox)| 
Vioxx  was  introduce! 
nearly  six  months  aftei 
Celebrex  but  now  is  closl 
behind.  In  early  Junl 
Vioxx   was    garnerinl 
48%  of  new  COX-2  pre! 
scriptions  in  the  U.Sl 
versus  Celebrex's  52°/ 
according  to  IMS  Healtl 
Hassan  and  his  tear 
are  now  plotting  thei 
counterattack,  aiming  t 
portray  Celebrex  as  j 
as  powerful  but  wit 
fewer  side  effects.  Sa 
Carrie  Cox,  Pharmacia 
marketing  honcho: 
goal  is  to  make  sui 
Vioxx  never  passes  Cek 
brex."  Merck  executiv< 
promise  that  it  will 

Some  are  skeptic 
that  Hassan  can  reach  h 
targets  given  the  heav 
competition.  "Too  mar 
things  have  to  go  vei 
well,"  warns  Neil  Swei 
of  Ryan,  Beck  &  Co. 

A  Pakistani-bor 
chemical  engineer,  Ha: 
san  has  made  a  narr. 
for  himself  in  the  dr 
industry  pulling  off  ur 
likely  turnarounds 
the  early  1990s,  as  exe< 
utive  vice  president  of  American  Horr 
Products,  he  helped  devise  a  strategy  1 
fend  off  the  firm's  Premarin  hormon 
replacement  therapy — derived  froi 
pregnant  mares'  urine — from  gener 
competition. 

When  Hassan  took  over  Pharmac 
&  Upjohn  in  1997,  the  product  of 
transatlantic  merger  between  Sweden 
Pharmacia  AB  and  Michigan's  Upjoh 
Co.,  the  place  was  a  mess.  Sales  wei 
plummeting  while  rival  factions  we: 
engrossed  in  turf  battles.  Some  investo 
wanted  the  company  to  be  auctions 
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15  Smart  Solutions 
tor  Better  Retirement 

Manning. 

A  timely  new  brochure,  free  from  Prudential. 


For  smart 

retirement 

solutions, 

speak  to  a 

Prudential 

professional. 


A  knowledgeable 
Prudential 
professional  can 
help  you  analyze 
your  retirement 
needs,  answer 
questions  and 
guide  you  to 
financial  choices 
that  are  right  for 
you.  Start  with  a 
free  consultation 
and  learn  about 
the  many  ways 
Prudential  can 
help  you  plan  for 
a  comfortable 
retirement. 


Take  a  look  at  some  of  today's  top 
retirement  planning  challenges  through 
the  eyes  of  Prudential,  the  company 
that's  helped  thousands  of  people  plan 
their  retirement.  Find  out  which  steps 
you  can  take  now  to  help  you  enjoy  a 
long  and  active  retirement  later. 

How  to  make  your  retirement 

income  last.  (Page  2)  Find  out  what 
options  are  available  to  help  fund  a 
retirement  that  will  probably  last  at 
least  20  years. 

Strategies  for  managing  a  401(k) 

distribution.  (Page  7)  We'll  explain 
how  you  can  make  these  crucial  assets 
work  harder  for  your  retirement  or  other 
financial  goals. 

Balancing  college  tuition,  elder 
care  and  retirement.  (Page  9) 
Learn  ways  you  can  manage  your  many 
family  and  financial  obligations. 

The  essentials  of  estate 
planning.  (Page  10)  Information  you'll 
need  to  know  if  you  want  to  minimize 
estate  taxes  that  can  run  as  high  as  55%. 


Smart  Solutions 

for  Better  Retirement  Planning 


Prudential 


How  to  protect  the  future  of  your 

business.  (Page  15)  A  plain-English  guide 
to  buy-sell  agreements,  liquidation 
strategies  and  more. 

Call  today!  Ask  for  your  free  brochure,  or 
locate  a  Prudential  professional  near  you. 


Call  1-800  THE-ROCK 
ext.  6962 
www.prudential.com 


(mj  Prudential 


if  Prudential  nor  its  affiliates  are  tax  or  legal  advisors.  Securities  products  and  services  ore  offered  through  Prudential  Securities  Incorporated  (member  SIPC)  or  Pruco  Securities  Corporation  (member  SIPC), 
h  subsidiaries  of  The  Prudential  Insurance  Compony  of  America,  Nework,  NJ.  Investment  advisory  services  are  offered  through  Pruco  Securities  Corporation. 
•200001 14-A050608     ' 


Pharmacia 


Two  Pipelines  Are  Better  Than  One 


Research  officials  from  Pharmacia  &  Upjohn  and  Monsanto's  Searle  division  are  now  reviewing  fheir  combined  pipelines  fo 
decide  which  projects  should  take  highest  priority.  Pharmacia  is  strong  in  eye  disease  and  cancer.  Searle  brings  to  the  table 
expertise  in  inflammation  and  cardiovascular  diseases.  Here  are  some  of  the  top  prospects  now  in  advanced  human  testing. 

Drug  Status  What  it  does  


Valdecoxib/parecoxib 


Will  file  for  FDA  approval  late  this  year 


Second-generation  COX-2  inhibitors  for  inflammation  and  pain  that  aim  to  improve 
slightly  upon  Celebrex  in  convenience  and  versatility 


Eplerenone 


Final-stage  testing  under  way 


New  hypertension  medication  that  also  aims  to  reduce  deaths  from  heart  failure 


Final-stage  testing  nearly  complete  New  laser-activated  drug  to  treat  macular  degeneration,  leading  cause  of  blindness 


SnET2 


Beginning  final  human  testing 


SU  5416 


Second-stage  human  testing 


New  class  of  cancer  drug  that  blocks  blood  vessel  growth 


Reglixane 


Sensitizes  patients  with  adult  onset  diabetes  to  insulin 


Source:  Pharmacia. 

Hassan  held  them  off  and  engineered  a 
turnaround.  He  cast  off  uncooperative 
executives  and  lured  several  hotshots 
from  American  Home  Products  and 
elsewhere.  He  flew  around  the  world  lis- 
tening to  employee  concerns.  The  trips 
paid  off.  He  rediscovered  several  promis- 
ing drugs  that  had  been  languishing,  in- 
cluding one  for  breast  cancer. 

Typical  of  Hassan's  style  is  what  he 
did  with  Pharmacia's  new  headquarters, 
a  college-style  campus  in  Peapack,  N.J. 
The  former  occupant,  a  financial  services 
company,  had  built  a  palatial  executive 
suite  with  stained  glass,  antiques  and  ex- 
pensive art.  The  art  was  sold,  and  Has- 
san turned  the  suite  into  a  sales  training 
center  and  installed  company  executives 
in  modest  quarters  across  the  campus. 

By  last  year  Pharmacia  &  Upjohn  was 
growing  again,  but,  with  a  paltry  40%  of 
its  sales  coming  from  the  U.S.,  it  lacked 
enough  clout  in  the  highly  profitable  U.S. 
market  to  be  a  top  player.  This  hurt  its 
ability  to  sell  medications  such  as  Detrol, 
for  overactive  bladder. 

When  oft-shopped-around  Mon- 
santo sent  out  feelers,  Hassan  pounced. 
Some  potential  buyers  had  been  turned 
off  by  Monsanto's  controversial  crop 
biotech  business.  Not  Hassan.  He  saw  the 
deal  as  a  golden  opportunity  to  snag 
Celebrex,  the  U.S.  blockbuster  drug  Phar- 
macia desperately  needed.  He  figured  the 
brouhaha  over  Monsanto's  genetically 
engineered  seeds  would  slowly  die  down. 
Investors  threatened  to  scuttle  the  deal. 
Hassan  persevered,  but  it  wasn't  easy. 
Since  then  Hassan  has  given  the  ag  busi- 
ness its  own  board,  and  plans  to  sell  up 
to  20%  of  it  to  the  public 

lop  priority  for  I  [assail  •  fending  off 
'  ».i\  -  after  the  merge  a  Has- 
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san  flew  to  Chicago  to  assure  sales  man- 
agers in  Monsanto's  Searle  drug  unit,  the 
front-line  troops  in  Celebrex's  market- 
ing war  with  Merck,  that  all  their  jobs 
will  remain.  He  has  added  670  new  Cele- 
brex sales  reps,  for  a  total  of  4,400,  to  bet- 
ter match  Merck.  (This  includes  reps 
from  Pfizer,  which  comarkets  Celebrex.) 
And  he  hopes  to  take  advantage  of  Phar- 
macia &  Upjohn's  marketing  clout  over- 
seas to  expand  Celebrex  into  Europe, 
where  Searle  was  comparatively  weak. 

Pharmacia's 

Celebrex  arthritis 

drug  had  a  big 

head  start  on 

Merck's  Vioxx.  But 

now  Merck  has 

almost  caught  up. 

Merck  is  too  big  to  be  simply  out- 
gunned. Pharmacia  must  also  counter 
Merck's  marketing  message.  Although 
both  Vioxx  and  Celebrex  are  very  similar, 
Merck  has  cleverly  exploited  small  dif- 
ferences to  position  Vioxx  as  more  po- 
tent. Merck  has  portrayed  its  drug  as  a 
true  one-a-day,  while  Celebrex  is  taken 
once  or  twice  a  day.  Merck  has  also 
touted  the  fact  that  Vioxx  is  approved  for 
pain  as  well  as  arthritis;  Celebrex  is  ap- 
proved only  for  arthritis. 

Celebrex's  marketers,  until  now,  have 
taken  the  high  road,  emphasizing  Cele- 
brex's strong  safety  record.  Not  anymore. 


A  big  new  marketing  campaign  will  em 
phasize  Celebrex's  effectiveness,  and  wha 
Pharmacia  believes  is  Celebrex's  bette 
side-effect  profile.  In  one  of  the  firs 
salvos,  late  last  month  Pharmacia  un 
veiled  an  800-patient  study  that  fouru 
Vioxx  to  be  more  likely  to  raise  bloo< 
pressure  and  cause  swelling  than  Cele 
brex.  But,  the  same  day,  Merck  countere( 
with  its  own  study,  claiming  Vioxx  wa 
more  effective  in  certain  measures  o 
treating  arthritis  symptoms. 

Hassan  has  high  hopes  for  two  sec 
ond-generation  COX-2  inhibitors,  valde 
coxib  and  parecoxib,  which  are  finishing 
up  testing  now.  These  may  be  slighdi 
safer  than  Celebrex  and  are  expected  U 
be  approved  for  treating  pain,  such  a 
postsurgical  pain. 

Hassan's  second  major  goal  is  t 
wean  the  company  from  its  reliance  o 
Celebrex.  One  up-and-comer  is  Xalai 
for  glaucoma,  which  Hassan  predicts 
become  the  first  name-brand  eye  dm 
to  achieve  $1  billion  blockbuster  statu 
Another  is  Zyvox,  a  totally  new  type 
antibiotic  for  fighting  microbes  resi 
to  other  medications. 

To  supplement  the  company's  pip 
line,  Hassan  might  buy  a  biotech  or  spt 
cialty-drug  company,  or  a  Japanese  fin 
to  help  gain  traction  in  the  big  mark 
opening  up  there.  Hassan  will  take  or 
portunities  as  they  arise.  "I've  nevt 
much  believed  in  fixed  criteria  or  fixe 
plans.  You've  got  to  be  pragmatic,"  1 
says.  He  won't  rule  out  another  meg. 
deal,  but  calls  it  unlikely  soon. 

Unlike  many  executives,  Hassan's  eg 
doesn't  depend  on  whether  his  compar 
becomes  the  biggest  in  the  industr 
"Supertankers  can't  turn  that  fast.  I  fav( 
quality  over  quantity,"  he  explains. 
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DIRECUIMMINOK 


www.flexjft.cnm 


AVAILABLE  TO  THE  MIDDLE 
OE  NOWHERE 


With  access  to  over  5,000  airports  and 
schedules  designed  around  your  specific 
business  needs,  fractional  owners  of 
Learjet®  and  Challenger®  business  jets 
can  operate  from  virtually  anywhere.  We 
offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So 
while  there   may  be  other  options  to 
Flexjet,  there  can  only  be  one  choice. 
Flexjet.    For   more  information   on   the 
many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level 
of   personal   service    and    attention    t 
detail,  call  1-800-FLEXJEL 


FLEXJET 

we  build  the  aircraft 


BOMBARDIER 

AEROSPACE 


HIGH-TECH 

FOR  HIGH  POTENTIAL 
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How  $  10,000  Invested  9/30/87 
Would  Have  Grown  vs.  Competitors 


vaSctatt  *s  Technology  Fund 

Funds  Average 
—  SAP  SOO  Index 


T.  Rowe  Price  Science  8  Technology  Fund  (PRSCX)  invests  primarily 
in  stocks  of  companies  that  seek 
scientific  or  technological  advances. 
Since  its  inception  it  has  successfully 
identified  many  dynamic  opportunities, 
outperforming  its  Lipper  Category 
Average  and  the  S&P  500.  Despite  this 
outstanding  record,  investors  should  be 
aware  that  the  fund's  short-term  per- 
formance is  highly  unusual  and  can- 
not be  sustained.  Past  performance 
cannot  guarantee  future  results. 
No  sales  charges. 
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Call  24  hours  for  your 
free  investment  kit 
including  a  prospectus 

800-401-4764 

www.troweprice.com 


Invest  With  (kmfidence® 

TRoweRice 


cm 
■  Ik. 


99-13%,  39-45%.  and  31.01"»  lit  the  fund's  average  annual  total  returns  for  the  1-,  v,  and  10-year 

periods  ended  V.U/00  respective!}  Figures  Include  changes  in  principal  value  reinvested  dividends,  and  capital  gain 

ions  Investment  return  and  principal  value  will  \.irv  and  shares  ma\  be  worth  more  or  less  at  redemption  than 

Uichase.  (Source  for  Upper  data;  lipper  toe)  The  SAI>  500  is  an  unmanaged  index  thai  tracks  the  stocks  of 

lUiiiis  For  more  Information,  including  firs  and  expenses  read  the  prospectus  carefully  before  investing 

T.  Howe  Price  Investment  Services,  inc..  Distributor  STF054915 


nearly  half  of  foreign  students  in  the 
U.S.  are  concentrated  in  just  100  out  of 
2,500  post-secondary  institutions, 
mosdy  brand-name  schools. 

Even  a  top-tier  program  might  un 
dersell  itself.  Says  Georg  Szalai,  a  26 
year-old  Austrian,  "I  knew  I  wanted  tc 
study  journalism  in  the  U.S.,  but  I  die 
not  know  what  the  good  schools  were 
It  took  me  a  month  of  going  through 
American  magazines  and  books  before 
I  found  out  about  Columbia  Univer 
sity's  journalism  program." 

When  foreign  students  stay  to  wort 
after  they  graduate,  as  they  are  permit- 
ted to  do,  they  can  help  allay  laboi 
shortages,  such  as  the  850,000-em- 
ployee  gap  in  U.S.  information  technol 
ogy  expected  by  the  year  2002.  Th 
number  of  American  citizens  graduat 
ing  with  electrical  engineering  degrees 
for  instance,  fell  by  half  over  the  pas 
ten  years.  "Foreign  students  would  be ; 
short-term  solution,"  says  Daniel  Lar 
son,  a  director  of  government  ant 
media  relations  at  Texas  Instruments 
which  has  800  unfilled  jobs  for  electri 
cal  engineers. 

Countries  that  traditionally  neve 
allowed  foreign  students  to  stay  ant 
work — like  the  United  Kingdom  0 
Germany — are  facing  their  own  labo 
shortages  in  information  technolog 
and  relaxing  their  immigration  law: 
But  Goodman,  the  promoter  of  Ameri 
can  colleges,  says  economic  improve 
ments  in  many  emerging  markets  lea> 
more  foreign  students  to  return  hom 
these  days. 

That's  okay,  too.  While  getting  a 
M.B.A.  at  Stanford,  Argentinean  Hei 
nan  Kazah  envisioned  a  Latin  Ameri 
can  version  of  Ebay.  Kazah  approache 
his  finance  professor  for  introductio 
to  U.S.  moneymen.  Ultimately,  Chas 
Capital  Partners,  along  with  Hick 
Muse,  Tate  &  Furst  and  Flatiron  Part 
ners,  invested  a  total  of  $7.6  million  i 
the  first  round  of  financing  for  th 
company,  MercadoLibre. 

Says  Moises  Eilemberg  of  Chase  Cap 
ital  Partners:  "Thanks  to  having  Herna 
study  here,  we  had  access  to  the  Lati 
American  Internet  market  before  evei 
body  else  could  get  a  crack  at  it." 
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The  wisdom  and  personal  sacrifice  of  the 
Founding  Fathers  gave  birth  to  the  America 
we  enjoy  today.  As  we  practice  their  principles, 
coupled  with  the  courage  of  our  convictions — 
their  honor  becomes  Our  Sacred  Honor. 

At  Regent  University  our  dedication  to  freedom 
and  our  Judeo-Christian  heritage  is  thriving. 
Integrating  faith  with  innovative  teaching,  our 
students  leam  the  priceless  tenets  of  Christian 
tradition.  Stud\ing  \ia  our  Worldwide  Internet 
Campus,  at  our  Northern  Virginia    D.C. 
Graduate  Center,  or  at  the  main  campus  in 
Virginia  Beach,  our  students  are  learning  the 
concepts  and  values  that  will  preserve  and 
perpetuate  the  American  experience. 

We  are  preparing  leaders  for  the  challenges 
of  the  millennium  in  the  fields  of  Education, 
Government,  Organizational  Leadership,  Law, 
Business,  Psvchology,  Communication,  and  Dhinity 

We  invite  you  to  learn  more  about  Regent 
University.  We  also  encourage  you  to  inquire 
about  our  National  Leadership 
Summit  on  October  12-13,  2000, 
in  Virginia  Beach,  The  Battle  for 
the  Soul  of  America.  Together,  we 
can  discover  and  celebrate  how 
Christian  Leadership  Can  Change 
Our  World. 
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:  PaulCerjan 


:  Regent 
University 


1000I^ertUnK«sihDri\e, Virginia &;:  -  -rXM 

1-800-335-4409  •  www.regent.edu/forbes 
E-mail:  sacredhonor@regent.edu 
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Looking  Forward  By  Virginia  Postrel 


The  Shortsighted  Site  Busters 


WHEN  JUSTIN  KUZMANICH  SET  OUT  TO 
design  a  Web  site  for  the  TV  series  That  '70s 
Show,  he  knew  the  viewers'  demographics. 
But  he  needed  more:  What  did  fans  really 
like?  What  information  would  keep  them 
coming  back?  What  visual  style  would  turn  them  on? 

To  find  out,  Kuzmanich,  the  senior  Web  designer  at 
A.D.2  in  Santa  Monica,  Calif.,  didn't  lavish  money  on  mar- 
ket research.  He  toured  the  many  amateur  sites  that  fans 
had  already  created.  "Nowadays,"  he  says,  "it's  easy  to  go 
see  what  people  like,  because  you've  got  fans  creating  their 
own  content."  From  his  Web 
research,  Kuzmanich  picked 
up  ideas  on  both  content 
(guides  to  past  episodes)  and 
style  ("a  certain  cheesiness," 
for  that  1970s  feel). 

Kuzmanich,  whose  client 
was  show  producer  Carsey- 
Werner  Co.,  believes  amateur 
sites  do  more  than  give  ideas 
to  designers  of  official  sites. 
They  also  give  entertainment 
properties  a  marketing  boost 
of  their  own.  But  media  com- 
panies operating  on  legal  au- 
topilot don't  seem  to  see 
things  that  way. 

Instead  of  looking  for 
ways  to  tap  fan  enthusiasm,  they're  sending  scary  cease- 
and-desist  letters  to  their  best  customers.  In  particular, 
News  Corp.'s  Fox  network  and  Twentieth  Century-Fox 
Television  production  company  have  alienated  many  fans 
of  such  cult  shows  as  The  X-Files  and  Buffy  the  Vampire 
Slayer.  You  have  to  wonder  whether  the  companies'  mar- 
keting people  know  what's  going  on. 

To  the  lawyers,  it's  simply  a  matter  of  protecting  intel- 
lectual property.  Fan  sites  often  cross  the  fair-use  line  by 
publishing  copyrighted  photos,  typographical  fonts  or 
transcripts.  Fox's  \  igilanl  policing  is  within  its  legal  rights. 

But  intellectual  property  law  does  not  require  threaten- 
ing fan  sites  with  lawsuits.  It's  a  business  decision — and  a 
bad  one. 

"I  think  that's  just  shortsightedness,  or  panic,  or  both. 

It's  just  not  thinking  clearly,"  says  David  Post,  a  specialist  in 

intellectual  property  and  Internet  law  at  Temple  University 

School.  The  studios  have  an  open-and-shut  case  on  the 

law,  he  says,  but  they  aren't  keeping  their  business  goals  in 
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mind.  "Everybody  else  on  the 
Net  is  trying  to  get  buzz,"  say: 
Post.  "These  sites  are  buz; 
factories." 

The  tough-guy  approacr 
not  only  undercuts  million; 
of  dollars  in  marketing.  I 
fosters  anticorporate  senti 
ment,  especially  amom 
young  people. 

"I'm  just  a  teenager.  I' 
not  in  a  position  where  I' 
expecting  to  hear  from  lawyers,"  says  Michelle,  a  17-yea 
old  who  runs  three  fan  sites  devoted  to  Buffy  the  Vampi 
Slayer  and  its  spinoff,  Angel,  both  owned  by  Twentieth  Ce 
tury-Fox  Television. 

Michelle,  who  asked  that  her  last  name  not  be  pu 
lished,  has  altered  her  sites  to  comply  with  Fox's  deman 
and  doesn't  expect  further  trouble.  But  the  experience  h 
left  her  disillusioned  and  angry. 

"We  do  this  for  free  and  Fox  just  doesn't  seem  to  care 
she  says.  Adding,  "Nobody  had  much  to  say  about  wheth 
they  liked  or  disliked  Fox  before  this  all  began.  Now  th 
despise  Fox."  (Fox  did  not  respond  to  numerous  request 
for  comment.)  In  mid-May  some  545  amateur  sites,  inclui 
ing  more  than  300  devoted  to  Buffy,  went  offline  in 
"blackout"  to  protest  Fox's  attacks. 

This  issue  isn't  like  the  Napster  and  Gnutella  technolo 
gies  roiling  the  music  industry.  None  of  these  fans  questio 
the  studios'  rights  to  profit  from  their  shows,  and  the  sitt 
don't  threaten  anyone's  revenue.  To  the  contrary,  the  sitt 
give  shows  free  publicity,  and  they  encourage  audience  lo\ 
alty.  "There's  got  to  be  room  for  a  deal,"  says  Post. 

Kuzmanich's  firm  is  working  on  one.  Two  of  its  movk 
related  sites,  drowningmona.com  and  whipped.com,  off*, 
affiliate  programs.  Fan  sites  can  register  at  the  official  si 
and,  once  approved,  get  access  to  site-building  material 
such  as  photos  and  other  graphics,  that  aren't  available 
the  general  public.  In  return,  the  fan  sites  must  link  to 
official  site. 

"A  good  official  site  will  not  try  to  stamp  out  or  silen 
the  fan  sites,''  says  Kuzmanich.  "If  the  person  or  t 
company  is  smart,  they  will  try  to  incorporate  what 
fans  are  doing  into  the  official  site."  Try  telling  that 
the  lawyers. 

Virginia  Postrel  i  vpostrd9nason.com  >  is  editor-at-large  ^'Reason 
magazine  and  the  author  ot  The  Future  and  Its  Enemies,  recently 
published  in  paperback  by  Touchstone, 
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chaotic.  There  are  no  guideposts,  no 
executive  summaries  and  nothing 
approaching  a  table  of  contents. 

So  how  do  you  separate  the  elec- 
tronic wheat  from  the  cyberchaff? 

One  way  is  to  follow  this  guide,  a 
travel-tested  compilation  of  almost  80 
Web  sites  in  about  30  categories. 
These  sites  offer  virtually  everything  an 
executive  traveler  could  want  or  need 
on  the  road.  (Unless  otherwise  noted, 
all  listings  require  http://www.  before 
all  listed  Web  addresses.) 

AIRLINE  ALLIANCES 

Looking  for  information  about  the  big 
airline  alliances?  Point  your  browser  to 
Star  Alliance  (star-alliance.com),  the 
consortium  that  aligns  United, 
Lufthansa,  Air  Canada,  SAS  and  others, 
or  Oneworld  (oneworldalliance.com), 


built  around  American.  British  Airways 
and  Qantas.  If  you  travel  frequently  in 
Europe,  Qualiflyer  (qualiflyergroup.com) 
covers  the  Swissair-led  consortia  of 
continental  airlines. 

AIRLINE  PERFORMANCE 

Want  to  know  how  U.S.  airlines  rate 
on  basics  like  lost  baggage  and  on-time 
performance?  Surf  to  the  Air  Travel 
Consumer  Report  (dot.gov/aircon 
sumer),  a  monthly  survey  maintained 
by  the  Department  of  Transportation.  If 
you  need  to  know  an  airline's  policy  on 
virtually  anything,  go  to  Rules  of  the  Air 
(onetravel.com/rules/rules.cfm),  an 
English-language  guide  to  the  often- 
arcane  regulations  of  air  travel.  The 
Transportation  Department's  "Fly 
Rights"  guide  (dot.gov/ost/ogc/sub 
ject/  consumer/  aviat  ion/  public  a 


NEXT:  WIRELESS  INTERNET 

It  may  not  be  the  final  frontier,  but  it  certainly  is  the  next 
one:  access  to  your  e-mail,  corporate  data  and  the 
Internet  from  wireless  devices  like  pagers,  personal  digital 
assistants  and  even  mobile  phones. 

"E-business  will  result  in  the  merging  of  wireless  with 
the  Web,"  says  Janet  Boudris,  senior  vice  president  of 
strategic  marketing  for  BellSouth  Wireless  Data.  "People 
discover  the  critical  benefits  that  wireless  data  delivers 
to  them  when  they  are  away  from  their  desktops." 

BellSouth's  latest  approach  to  wireless  is  a  service  called  Interactive  Messaging  Plus. 
Besides  virtually  instantaneous  communication  between  Interactive  Messaging  Plus  users, 
the  service  permits  e-mail  exchanges  with  Internet  users,  sends  messages  to  fax  machines 
and  sends  text-to-voice  messages  to  telephones.  Later  this  year,  BellSouth  users  will  be  able 
to  add  P0P3/IMAP  e-mail,  corporate-based  e-mail,  information  services  and  e-commerce. 
What's  the  nexus  of  all  these  services?  The  RIM  950  Wireless  Handheld,  a  small,  wearable 
device  that  looks  like  a  pager  but  offers  an  integrated  display  screen  and  a  full  keyboard. 

Meanwhile,  AT&T  Wireless  Services  has  introduced  the  AT&T  Digital  PocketNet  service.  In 
a  nutshell,  Digital  PocketNet  delivers  the  Internet  to  wireless  telephones.  Basic  PocketNet 
services  include  access  to  40  Web  sites  designed  specifically  for  AT&T  wireless  phones 
manufactured  by  Ericsson  and  Mitsubishi.  Among  the  sites:  special  versions  of  ABC  News, 
CBS  MarketWatch,  ESPN,  CNET,  Yahoo!  and  USA  Today.  A  second  level  of  Digital  PocketNet 
service  adds  e-mail  and  fax  service. 

For  more  information  on  BellSouth's  Interactive  Messaging  Plus,  surf  to  the  BellSouth 
Web  site  (www.bellsouthwd.com).  For  more  details  on  AT&T  Digital  PocketNet,  consult  the 
AT&T  Wireless  site  (www.att.com/wireless). 


tions/flyrights.html)  details  your  rights 
and  obligations  when  you  purchase  an 
airline  ticket.  And  one  site,  Biztrav- 
el.com  (biztravel.com),  guarantees  the 
performance  of  certain  airlines.  If  a 
flight  is  late  or  canceled,  or  if  luggage 
is  lost  or  delayed,  travelers  receive  a 
full  or  partial  refund  of  the  ticket  price. 

AIRLINES 

Every  airline  in  the  world  has  built 
a  Web  site.  Airlines  of  the  Web 
(flyaow.com)  lists  them  alphabetically 
by  region.  The  Airline  Directory 
at  Skymalltravel  (skymalltravel.com 
/airlines/index. html)  lists  them 
alphabetically  on  a  single  page. 

AIRPORTS 

Airwise  (airwise.com/airports/ 
index.html)  offers  news  about  hundreds 
of  airports  around  the  world.  If  you 
need  the  three-letter  code  for  a  com- 
mercial airport,  consult  the  Federal  Avi- 
ation Administration  Web  site 
(faa.gov/aircodeinfo.htm).  The  FAA 
also  offers  a  map  that  charts  real-time 
delays  for  40  airports  (fly.faa.gov).  If 
you  need  details  on  airport-to-city  trans- 
portation, try  the  Terminally  Hip  feature 
of  Epicurious  Travel  (travel. epicuri 
ous.com/travel/c_planning/06_air 
ports/intro.html). 

BUSINESS  TRAVEL  NEWS 

The  About.com  Business  Travel  area 
(http://businesstravel.about.com/trav 
el/businesstravel/mbody.htm)  is  a 
decent  guide  to  available  frequent-flier 
resources  and  news  sources.  Aviation- 
Now  (aviationnow.com)  draws  on  the 
reporting  of  McGraw-Hill  magazines 
and  newsletters.  The  Dow  Jones  Travel 
section  (http://travel.wsj.com)  covers 
material  that  appears  in  the  Wall  Street 
Journal.  More  than  100  Web  sites  are 


There  are  some  amazing  places  in  the  world. 
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Call  us  when  you  get  there. 


The  Nokia  8890  wireless  phone 
operates  in  up  to  120  countries, 
including  the  U.S.,  with  great  new 
features  like  voice  dialing  and 
mobile  messaging.  Now  you  can 
connect  with  the  world's  wonders 
without  being  left  speechless. 


NOKIA 

Connecting  People 


www.NokiaUSA.com 


1^©  ONE  MA©  TO  KNOW 

YOU  CILOSEI!)  THE 

BIXJLIQN  IDOI-IAM  IDEAL 

IN  Y(OUM  8LIPPE1S. 


When  you  stay  at  The  Waldorf  Towers,  everything  is  at  your  disposal 
to  ensure  a  successful  business  trip.  With  our  individually  decorated 
suites,  beautifully  appointed  executive  guest  rooms,  legendary 
service  and  private  entrance,  you  will  feel  comfortable  and  confident 
making  momentous  decisions.  Even  if  you're  relaxing  on  the  couch. 
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scanned  for  travel  news  by  1st  Head- 
lines Travel  (lstheadlines.com/travel 
l.htm).  The  Skymalltravel  Newsroom 
(skymalltravel.com/newsroom)  gath 
ers  news  from  dozens  of  other  sources. 

CAR  RENTAL 

All  major  car-rental  firms  have  Web 
sites,  and  most  are  fairly  intuitive. 
Hertz,  for  example,  is  hertz.com. 

CHAMBERS  OF  COMMERCE 

The  World  Chambers  of  Commerce 
site  (http://chamberofcommerce.com) 
is  an  excellent  guide  to  finding  these 
operations  around  the  world. 

CHARTER  FLIGHTS 

More  and  more  executive  travelers 
now  ignore  commercial  airlines  and 
charter  their  own  flights.  At  least  two 
firms,  Air  Charter  Net  (aircharter.net) 
and  Skyjet  (skyjet.com),  offer  an  online 
reservation  system  for  hundreds  of 
charter  operators. 

CREDIT  CARDS  AND  ATMS 

The  sites  operated  by  Visa  (visa.com) 
and  MasterCard  (mastercard.com)  offer 
databases  of  their  automated  teller 
machines  (ATMs)  around  the  world. 
American  Express  (americanexpress. 
com)  allows  you  to  view  your  statement 
online  and  also  offers  an  ATM  finder. 
The  Diners  Club  site  (dinersclub.com) 
offers  excellent  travel  information  and 
a  list  of  dozens  of  airport  clubs  in  the 
free  Diners  Club  network. 

DINING 

With  a  list  of  about  110.000 
restaurants  in  7.000  cities,  Restau 
rant  Row  (restaurantrow.com)  is 
probably  the  Web's  most  compre 
hensive  source  for  dining  information. 
Food.com  (food.com)  helps  you  find 


I  work  for  a  small  business. 

I  have  a  small  office  and  a  small  budget. 

That's  why  I'm  big  on  Hertz. 
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Small  businesses  can  enjoy  the 

benefits  that  Hertz  provides. 

Like  double  Frequent  Flyer  Miles. 


hether  you  work  for  a  small  business  or  you 
own  one,  Hertz  understands  your  needs.  And  to 
prove  it.  we're  offering  some  great  incentives. 
Like  double  frequent  flyer  miles  on  most 
major  U.S.  airlines  for  qualifying  rentals  now 
through  10/31/00.  When  you  mention  CDP# 
1188888,  you'll  get  a  special,  low  rate  Plus, 
mention  your  frequent  flyer  membership 
number  and  we'll  give  you  twice  the  miles  you 
normally  earn  for  putting  your  trust  in  Hertz. 

Plus,  get  your  first  year  of  Hertz 
#1  Club  Gold  membership  on  us. 

(D)on't  miss  your  chance  to  take  advantage 
of  Hertz  #1  Club  Gold,4  our  fastest  and 
easiest  way  to  get  from  the  plane  to  your  car 
and  out  of  the  airport.  For  a  limited  time,  all 
you  or  your  travel  agent  has  to  do  is  log  on 
to  http://offers.liertz.eoni/sniallbusiness 
and  complete  the  #1  Club  Gold  enrollment 
form  and  we'll  waive  the  membership  fee  for 
one  year  (a  £50  value).  The  offer  expires 
on  10/31/00,  so  sign  up  online  today. 
Putting  you  on  the  road  to  success  Another 
reason  nobody  does  it  exactly  like  Hertz. 
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places  that  will  deliver  if  you're  stuck 
at  a  hotel  without  room  service. 

DISCOUNT  TRAVEL 

Searching  for  off-price  airline 
seats?  Web  sites  aren't  necessarily 
the  answer,  but  Cheap  Tickets 
(cheaptickets.com)  and  Lowest  Fare 
(lowestfare.com)  specialize  in  dis- 
count tickets.  For  hotels,  Quikbook 
(quikbook.com)  and  Accommoda- 
tions Express  (accommodations 
express.com)  offer  lodging  discounts 
in  dozens  of  major  U.S.  cities. 

E-MAIL 

Need  to  access  your  e-mail  on  the 
road  and  don't  have  a  laptop?  Cyber- 
cafes  still  abound,  and  you  can  find 


more  than  3,500  of  them  around  the 
world  at  Cybercafes.com  (cyber 
cafes.com).  Meanwhile,  Laptop  Lane 
(laptoplane.com)  has  opened  com- 
puter/modem-equipped cubicles  at 
a  dozen  airports  around  the  nation. 
Cubicles  rent  for  38  cents  per  minute. 

EXPATS 

If  you're  living  overseas,  then  visit 
Expat  Exchange  (expatexchange. 
com).  It  offers  a  virtual  link  back 
home  with  chat  services  and  advice 
from  other  expatriates.  The  U.S. 
State  Department  (state.gov/www/ 
about_state/business/business_tra 
vel.html)  offers  a  package  of 
data  sheets  and  information  about 
living  abroad. 
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FRONT-SEAT  DRIVER 

Getting  lost  in  cyberspace  is  one  thing.  Getting  lost  on  the 
road,  in  the  real  world,  in  a  rented  car,  is  a  bit  more  frighten- 
ing. Meetings  could  be  missed,  flights  blown,  business  lost. 

But  Neveitost,  an  in-car  navigation  system  from  Hertz, 
makes  an  ingenious  front-seat-driving  companion.  It  merges 
several  high-technology  tools  -  a  satellite-based  Global 
Positioning  System,  advanced  computer  mapping  and  com- 
puterized voice  and  display  devices  -  into  a  nearly  infallible 
navigational  companion. 

Nestled  in  the  dashboard  between  the  passenger  and  driver's  seats,  Neveitost  identifies 
exactly  where  you  are  at  any  time.  It  also  offers  vocal  and  visual  turn-by-turn  guidance  to  any 
place  you  want  to  go. 

Neveitost  speaks  in  six  languages.  Its  color  display  is  bright  and  clear,  even  in  full  sunlight, 
and  shows  actual  road  layouts  under  clear  and  precise  directional  arrows.  Besides  having  a 
database  that  contains  all  major  city  streets  and  highways  in  the  U.S.,  Neveitost  is  programmed 
with  thousands  of  attractions,  hotels,  restaurants  and  popular  points  of  interest.  It  can  literally 
direct  you  from  the  airport  to  your  hotel  and  offer  turn-by-turn  directions  by  voice  and  visual  dis- 
play. It  can  direct  you  to  virtually  any  city,  suburban  or  country  address.  And  then  it  gets  you  right 
back  to  the  Hertz  return  lot  when  your  trip  is  complete. 

Perhaps  most  surprising  is  that  NeverLost  is  flexible.  If  you  want  the  quickest  route  between 
i  destinations,  it  will  calculate  and  navigate  with  that  in  mind.  Want  to  use  surface  streets  and 
;  avoid  freeways  and  highways?  It'll  offer  a  route  using  those  parameters.  You  needn't  worry,  even 
I  if  you  miss  a  turn.  NeverLost  instantly  recalculates  your  position,  refines  its  directions  and  guides 
|  you  back  to  the  proper  route. 

What's  the  cost  for  all  this  brilliant  navigation?  Six  bucks  a  day  on  rentals  in  the  U.S.  and  C$9 
a  day  where  available  in  Canada  Complete  details  about  NeverLost  are  available  at  the  Hertz 
Web  site  (www.hertz.com). 


EXPENSE  ACCOUNTS 

The  General  Services  Administration 
prepares  a  per  diem  allowance  for  gov- 
ernment employees  and  contractors  trav- 
eling on  business  in  the  U.S.  The  per 
diems  are  updated  annually  and  include 
lodging,  meals  and  incidentals.  You'll  find 
per  diems  are  very  low  —  the  2000  stan- 
dard is  just  a  combined  $85  a  day  — 
but  the  list  (http://policyworks.gov/ 
org/  main/  mt/  homepage/  mtt/  perdiem/ 
perdOOd.html)  forms  the  basis  for  many 
corporate  expense  programs.  Interna- 
tionally, government  per  diem  allowances 
are  handled  by  the  State  Depart- 
ment (state.gov/www/perdiems). 

FITNESS  CLUBS 

Looking  for  a  club  to  work  out  on  the 
road?  Try  Fit  for  Business  (fitforbusi 
ness.com)  or  Healthclubs.com  (vicini 
ty.com/ihrsa/startprx.hm).  And  don't 
forget  the  YMCA  (ymca.net),  which  will 
point  you  to  all  of  its  nearby  locations. 

FRACTIONAL  OWNERSHIP 

A  plethora  of  firms  offer  "fractional 
ownership"  of  aircraft,  which  is  similar 
to  car  leasing:  You  buy  a  block  of  travel 
time,  and  the  lessor  provides  pilots, 
crew,  maintenance  and  related  details. 
These  plans  are  increasingly  popular 
with  executive  travelers  and  companies 
that  are  looking  for  the  convenience  of 
corporate  jets  without  the  fuss  and 
bother  of  owning  a  fleet  of  planes.  Net- 
Jets  (netjets.com/findex.html),  the 
company  now  owned  by  investor 
Warren  Buffett,  controls  about  half  of 
the  market. 

FREQUENT-TRAVEL  PROGRAMS 

Frequent-travel     plans     can     be 
accessed  from  the  site  of  their  spon- 
soring travel  entity,  but  surfing  ove 
to  Webflyer  (webflyer.com)  will  save 


No  roaming  or  wireless  domestic 
long  distance  charges  across  all  50  states. 

Travel  light. 


.f  AT&T 


2000  AT&T.  "Wireless  domestic  calls  only.  Credit  card  calls  excluded,  credit  approval  and  one-year  contract  required.  Other  conditions  apply. 


AT&T  Digital  One  Rate" 


I  800-IMAGINE 
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time.  The  site  is  the  cyberextension 
of  Randy  Petersen,  the  miles  and 
points  guru,  who  has  built  an  indis- 
pensable and  encyclopedic  resource 
for  business  travelers. 

FOREIGN  CURRENCY 

The  Universal  Currency  Converter 
(xe.net/currency/full)  allows  you  to 
convert  to  or  from  more  than  180 
national  currencies.  If  you  have  more 
complicated  requirements,  need  his- 
torical currency-value  quotes  or  must 
research  values,  try  the  Pacific 
Exchange  Rate  Service  (http://pacif 
ic. commerce. ubc.ca/xr).  Want  to  buy 


currency  online?  Try  Direct  FX  (foreign- 
currency.com)  or  Chase's  Currency  to 
Go  (currency-to-go.com). 

HEALTH  AND  TRAVEL 

A  Web  site  called  Travel  Health 
Online  (tripprep.com/index.html) 
offers  country-by-country  health  pro- 
files. The  Medical  College  of  Wiscon- 
sin HealthLink  (http://healthlink. 
mcw.edu/content/topic/Travel_Med 
icine)  has  a  wonderful  series  of  fact 
sheets  on  basic  travel-medical  situa- 
tions. Cyberdocs  (cyberdocs.comain. 
htm)  offers  online  consultations  via 
the  Web  site  and  a  telephone  connec- 


THE  NEED  FOR  SPEED 

What  do  business  travelers  want  most  in  their  hotel  room? 

A  mint  on  the  pillow?  Of  course  not.  Big-screen  television?  Nope.  Mini-bar?  Iron  and  ironing 
board?  Huge,  comfy  bed  with  lots  of  pillows?  No,  no  and  no. 

According  to  just  about  every  hotel  general  manager  you  ask  these  days,  the  most  frequent- 
ly requested  amenity  desired  by  corporate  travelers  is  high-speed  Internet  access.  In  fact,  it's 
not  so  much  a  request  as  a  demand. 

""mere's  a  mad  dash  to  figure  this  out,"  says  Bill  Caldwell,  president  of  Cais  Internet,  which 
has  agreements  to  wire  1.3  million  rooms  in  9,800  hotels  with  high-speed  access.  "Hotels  have 
a  senous  problem.  Their  phone  systems  are  overloaded.  Business  travelers  have  a  need  for 
speed,  and  dial-up  access  doesn't  cut  it." 

The  Internet  crisis  at  hotels  is  easy  to  understand.  Corporate  travelers  usually  have  always- 
on,  high-speed  access  at  their  desktops.  On  the  road,  however,  they  have  been  asked  to  make 
due  with  laptop  computers  that  access  the  Internet  with  dial-up,  56K  modems.  By  corporate 
standards,  56K  is  excruciatingly  slow;  and  it  is  made  worse  by  antiquated  hotel  phone  systems 
that  frequently  slow  connection  speeds  to  28.8K  or  less. 

"I  live  on  the  Net  in  the  office,"  says  Jacob  Martin,  a  Dallas-based  sales  executive.  "It's  always 
there,  and  it's  always  fast.  Then  I  go  on  the  road  and  get  stuck  in  a  hotel  where  I  wait  forever 
for  the  simplest  page  to  download.  It's  unbearable." 

The  Cais  Internet  solution  solves  the  problem  for  both  hotels  and  corporate  travelers.  Cais 
installs  a  broadband  connection  in  guest  rooms  and  meeting  rooms;  it  delivers  an  always-on 
Internet  connection  at  speeds  up  to  50  times  faster  than  a  standard  56K  modem  connection. 
Guests  pay  a  nominal  fee  -  usually  about  $10  a  day  for  around-the-clock  access  -  and  then 
access  the  Net  from  their  hotel  rooms  with  the  same  speed  and  ease  as  they  do  in  the  office. 

Hotels  win,  too.  Guests  who  use  the  Cais  connection  do  not  tax  the  hotel's  existing  phone  sys- 
tems. Hotels  also  share  the  revenue  generated  by  the  daily  fee  and  make  their  guests  happy  by 
providing  an  in-room  amenity  they  desperately  need  to  increase  their  on-the-road  productivity. 

Cais  has  even  made  it  easy  for  corporate  travelers  to  find  hotels  wired  for  high-speed  access. 
A  dedicated  page  (www.cais.com/hotels)  on  the  Cais  Web  site  lists  wired  hotels  by  state. 

"Everyone  recognizes  the  need"  for  a  high-speed  hotel  solution,  Caldwell  says.  "Six  months 
ago,  we  were  busy  selling.  Now  there's  a  lot  of  energy  spent  on  deployment." 


tion,  and  HotelDocs  (hoteldocs.com) 
promises  to  send  a  physician  to  your 
hotel  room  anywhere  in  the  U.S.  in 
"about  35  minutes." 


HOTELS  AND  RESORTS 

Most  hotels,  resorts  and  motel 
chains  now  maintain  sites,  of  course, 
Many  are  fairly  easy  to  find:  The  Broad 
moor  Hotel  &  Resort,  for  example,  is 
at  broadmoor.com.  Or  type  waldorfas 
toria.com,  and  it  will  bring  you  to  the 
Hilton  Hotels  Web  site  and  the  pages 
for  the  Waldorf=Astoria  and  the  Wal- 
dorf Towers.  For  an  overview  of  major 
chains,  however,  try  Skymalltravel's 
Hotel  Directory  (skymalltravel.com/ 
hotels/index. html).  The  Hotel  Guide 
(hotelguide.com)  permits  you  to  search 
for  properties  by  name  or  by  city. 

LANGUAGE  TRANSLATION 

Travlang  (travlang.com)  offers  cheat 
sheets  —  numbers,  common  phrases 
and  the  like  —  for  65  languages. 
Another  section  offers  dictionaries  so 
you  can  easily  translate  between 
dozens  of  languages. 

LAPTOP  COMPUTERS 

Laptop  Travel  (www.laptoptravel 
.com)  specializes  in  connectivity  prod- 
ucts: There  are  quick-connect  kits  and 
other  devices  aimed  at  getting  your 
laptop  working  with  various  electrical 
and  telephone  systems  around  the) 
world.  A  site  called  3klix  (3klix.com) 
is  organized  by  laptop  brand  and 
model,  and  it  lists  all  upgrade  and  add- 
on product  options  available  for  sale.  I 

LUGGAGE  AND  TRAVEL  GEAR 

If  there's  a  useful  piece  of  new  lug- 
gage, a  new  electronic  gadget  or  a. 
nifty  widget  to  make  your  life  on  the 
road  easier,  you'll  find  it  at  Magellan's 


the  go 


all  up 


AMy,  TIM:  MEETING  UENT  UELL. 

ONE  QUESTION:  CAN  UE 

REUISE  ESTIMATES  B'3  TOMORROW? 


THAT  DEPENDS... 
TIM,  CAN  U  SEND  SPECS 
ON  HOUR  UAH  TO  AIRPORT- 


NO  PROBLEM  GUyS. 
I'LL  TUPE  UITH  BOTH  THUMBS.  -T 


if  tractive  Messaging  PLUS  from  MyBiz  Interactive.  Whether  your  team  is  across  the  hall. ..across  the  street...or  across  the 

|  mtry,  you  can  now  exchange  information  with  them  whenever  you  need  to*  It  takes  only  seconds  to  receive  messages 

i  respond  to  one  person  or  several  people  at  once.  Our  special  confirmation  feature  tells  you  that  your  messages  have 

■n  delivered  and  read.  You  can  even  send  and  receive  e-mail.  Keep  your  team  in  the  loop,  even  when  they're  in  different 

ces.  Service  plans  start  as  low  as  $9.95  per  month.** 

Your  service  is  only  as  good  as  its  network.  Go  with  the  award- 
winning  national  wireless  data  network  from  BellSouth  Wireless 

Data,  recognized  for  excellence  in  1999  by  PC  Computing,  Frost  &  Sullivan, 

Wireless  Week  and  Mobile  Insights. 


•   *   v 


.  LUS  from  MyBiz  Interactive 
RISK  FREE  for  30  days':  Call  1-888-284-7330. 
Or  visit  www.bellsouthwd.com/ipl3  for  our  demo. 


>»  connect  »  and  create  something 


BELLSOUTH 


jring  the  RIM  950  Wireless  Handheld'" 

rage  currently  available  in  more  than  93%  cf  0.5  urban  business  population.  "$9.95  is  tor  airtime  only  lor  15.000  characters  per  month.  Device  sold  or  leased  separately  Available  to  new 
mers  only.  Other  terms  and  conditions  appl .  >outh  Wireless  Data  or  a  participating  dealer  for  details.  tNotify  us  in  writing  within  30  days  and  then  return  the  device  in  good 

ier  with  original  packaging  and  pay  Jth  Wireless  Data  reserves  the  right  to  modify  or  cancel  this  offer  at  any  time  without  notice.  C2000  BellSouth  Wireless  Data.  LP. 

rhts  reserved.  All  other  trademarks  contained  he:  *in  are  'he  property  of  their  respective  owners. 
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(magellans.com).  TravelProducts  (trav 
elaccessories.com/store)  has  many 
travel  goods  of  note,  too.  World  Trav- 
eler (www.worldtraveler.com)  and 
Ebags  (www.ebags.com)  offer  the 
products  of  dozens  of  luggagemakers. 
And  if  you  want  to  see  where  bags 
go  to  die  when  an  airline  loses  your 
luggage,  you  can  either  drive  to 
the  Unclaimed  Baggage  Center  in 
Alabama  or  surf  to  the  firm's  site 
(unclaimedbaggage.com). 

MAPS 

Lots  of  Web  sites  offer  maps,  but 
few  do  a  particularly  good  job  with 
their  door-to-door  mapping  functions. 
If  you  keep  it  simple  —  and  maintain 
a  degree  of  skepticism  —  then 
Mapquest  (mapquest.com)  does  the 


best  job.  If  you're  looking  for  the 
approximate  mileage  of  any  airline 
flight  to  help  you  reconcile  your  fre- 
quent-flier programs,  try  the  Mile 
Marker  feature  at  Webflyer  (webfly 
er.com/milemarker/milemarker.htm). 
The  Rand  McNally  site  (randmcnal 
ly.com)  and  Maps.com  (maps.com) 
are  excellent  resources  for  paper 
maps,  globes  and  related  supplies. 

MEETINGS  AND  CONVENTIONS 

If  you've  become  your  company's 
de  facto  meeting  planner,  head  for 
AIIMeetings  (allmeetings.com), 
which  allows  you  to  calculate  cost- 
effective  destinations  for  a  confer- 
ence based  on  the  origin  of  the 
attendees  and  ground  costs.  Busi- 
ness Meetings  (businessmeetings. 


perienee  J  lie  .r  lajesty 
Ui    I  he  iHountcuns 


Surrounding  I  li<-  .  \a&niucx  tnt  ■>-  (  'I  I  lit*  I  )r\  tadmoor 

1 1  if  Broadmoor  continues  its  tradition  <>l  grandeur 
with  exquisite  mulHnullion-dollar  enhancements 
including  new  shopping,  exciting  new  dining  at 

alrresco  dining  at  ^  bane*  Court,  ami  a 
labulous  outdoor  terrace.  Enjoy  our  award-winning 
:-[>a  and  new  salon,  nine  superb  restaurants,  54  boles 
nl  championship  golf,  tennis,  and  the  convenience  of 
I  1<>, 1)00  square  ted  of  meeting  space— all  sel  at  the 
loot  ,>!  the  spectacular  l'iLv>  Fee*. 

.,11800-634-7711 

tamooc.com 


"%.<     1.1. 

lUr  \M  )M)M(X)K 

cotoitao    *  r  i  i  *  t  t 

■ 


com)  claims  to  offer  information 
about  tens  of  thousands  of  venues 

and  suppliers. 

TICKET  BROKERS 

Ticketmaster  (ticketmaster.com) 
is  the  800-pound  cybergorilla  in  the 
field  and  has  the  full  spread  of  the- 
ater, sports  and  concert  seats.  Keith 
Prowse  (keithprowse.com)  is  best 
known  as  a  London  theater  broker, 
but  it  has  theater,  sports  and  con- 
cert seats  in  eight  international 
cities.  TicketsNow  (ticketsnow.com) 
frequently  has  seats  to  sold-out' 
events  and  charges  accordingly. 

WORLD  INTELLIGENCE 

Need  background  information 
on  the  world  community?  The 
CIA  World  Fact  Book  (odci.gov/ 
cia/ public  at  ions/fact  book)  covers 
more  than  200  countries  and  offers 
basic  geopolitical  and  socioec- 
onomic data.  CountryWatch  (coun 
trywatch.com)  offers  basic  infor- 
mation and  background  data  for 
190  nations  and  integrates  it  all 
with  breaking  news  from  around  the 
world.  If  your  interest  is  strictly 
travel-related  data,  the  U.S.  State 
Department  (http://travel. state, 
gov)  offers  a  complete  archive  of 
nation-by-nation  "Consular  Informa- 
tion Sheets." 

VISAS  AND  PASSPORTS 

The  State  Department  offers  a 
Web  site  (http://travel.state.gov/ 
passport_services.html)  that  covers 
most  of  what  you  need  to  know 
about  acquiring  or  renewing  pass- 
ports or  obtaining  visas.  If  you're 
too  busy  to  handle  the  details  your- 
self, try  a  document-expediting  ser-j 
vice  called  Travisa  (travisa.com). 


t 

> 
i 
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you  don  t  settle  tor 


put  up 


en  you  travel,  make  sure  you  stay  at  a  hotel  that  offers  CAIS  Internet.  It's  30-50  times  faster  than  dial-up  service.  It's  in  more  hotels  than  any  other  provider.  And  all  you 
s  bring  your  ethernet  card,  plug  it  in,  and  get  to  work  Check  it  out:  ALABAMA  —  Embassy  Suites  Montgomery.  Montgomery  334-269-5055  •  Hilton  Garden  Inn  Orange  Beach  Beachfront, 
inge  Beach  334-974-1600  ARIZONA  —  Hilton  Phoenix  Airport.  Phoenix  480-894-1600  •  Hilton  Scottsdale  Resort  and  Villas,  Scottsdale  480-948-7750  •  Hilton  Suites  Phoenix  Plaza, 
jenix  602-222-1111  •  Holiday  Inn  Palo  Verde.  Tucson  520-746-1161  •  Marriott  University  Park.  Tucson  520-792-4100  •  Pointe  Hilton  South  Mountain  Resort,  Phoenix 
!-431-6402  •  Pointe  Hilton  Squaw  Peak  Resort.  Phoenix  602-997-2626  CALIFORNIA  —  Anaheim  Orange  Hilton  Suites,  Orange  714-938-1111  •  Beverly  Hills  Hilton,  Beverly  Hills 
1-285-1380  •  Embassy  Suites  Monterey,  Monterey  831-393-1115  •  Hampton  Inn  &  Suites  Garden  Grove.  Garden  Grove  714-703-8800  •  Hilton  Burbank  Airport  &  Convention  Center, 
tank  818-843-6000  •  Hilton  Garden  Inn  Anaheim-Garden  Grove.  Garden  Grove  714-703-9100  •  Hilton  Garden  Inn  Arcadia-Pasadena,  Arcadia  626-574-6900  •  Hilton  Garden  Inn  LAX/EI 
jundo,  El  Segundo  310-726-0100 'Hilton  Garden  Inn  Valencia  Six  Flags,  Valencia  661-254-8800 'Hilton  Inn  in  Torrance.  Torrance  310-540-0500*  Hilton  La  Jolla  Torrey  Pines.  La  Jolla 
1-558-1500  •  Hilton-Long  Beach.  Long  Beach  562-983-3400  •  Hilton  Los  Angeles  Airport.  Los  Angeles  310-410-4000  •  Hilton-Oakland  Airport,  Oakland  510-635-5000  •  Hilton  Palm 
ings  Resort.  Palm  Spnngs  760-320-6868  •  Hilton  Pasadena.  Pasadena  626-577-1000  •  Hilton  San  Diego  Resort,  San  Diego  619-276-4010  •  Hilton  San  Francisco  &  Towers,  San 
ncisco  415-771-1400  •  Hilton-Whittier,  Whittier  562-945-8511  •  Holiday  Inn  Bay  Bridge,  Emeryville  510-658-9300  •  Holiday  Inn  Northglenn,  Northglenn  303-452-4100  •  Holiday  Inn 
;ramento  Capitol  Plaza,  Sacramento  916-446-0100  •  La  Quinta  Resort  and  Club,  La  Quinta  800-598-3828  •  La  Jolla  Marriott.  La  Jolla  858-587-1414  •  Ontario  Airport  Hilton,  Ontario 
(-980-0400  •  Pleasanton  Hilton.  Pleasanton  925-463-8000  •  Ramada  Hollywood.  Los  Angeles  323-660-1788  •  Regal  Biltmore  Hotel  by  Richfield.  Los  Angeles  213-624-1011  • 
ndham  Garden  Hotels,  Sunnyvale  408-747-0999  COLORADO  —  Hilton  Garden  Inn  -  Denver  International  Airport.  Aurora  303-371  -9393  •  Holiday  Inn  Denver  International  Airport,  Aurora 
S-41 8-0400  •  Radisson  Hotel  Denver  Stapleton,  Denver  303-321-3500  •  Radisson  Inn  Colorado  Springs  North,  Colorado  Springs  71 9-598-5770  •  Radisson  North  Denver  Graystone  Castle, 
jrnton  303-451-1002  CONNECTICUT  —  Hilton  Southbury.  Southbury  203-598-7600  DISTRICT  OF  COLUMBIA  —  Embassy  Square  Summerfield  Suites,  Washington.  DC 
'-659-9000  •  Hilton  Washington  and  Towers,  Washington.  DC  202-483-3000  •  Marriott  at  Metro  Center,  Washington,  DC  202-737-2200  •  The  Capitol  Hilton,  Washington,  DC 
!-393-1000  •  The  Washington  Court  Hotel  on  Capitol  Hill,  Washington,  DC  202-628-2100  •  Washington  Marriott,  Washington.  DC  202-872.1500  FLORIDA  —  Embassy  Suites  Tampa. 
>mpa  813-977-7066  •  Hilton  Garden  Inn  Jacksonville  JTB/  Deerwood  Park.  Jacksonville  904-997-6600  •  Hilton  Garden  Inn  Lake  Mary,  Lake  Mary  407-531-9900  •  Hilton  Garden  Inn 
llahassee.  Tallahassee  850-385-3553  •  Hilton  Marco  Island  Beach  Resort,  Marco  Island  941-394-5000  •  Hilton  Naples  &  Towers.  Naples  941-430-4900  •  Hilton  Orlando-Altamonte  Springs, 
fimonte  Springs  407-830-1985  •  Hilton  Palm  Beach  Airport,  West  Palm  Beach  561-684-9400  •  Hilton  Sandestin  Beach  and  Golf  Resort,  Destin  850-267-9500  •  Radisson  Resort  Coral 
Fmgs,  Coral  Springs  954-753-5598  •  Staybridge  Suites  by  Holiday  Inn.  Miami  305-500-9100  •  Staybridge  Suites  by  Holiday  Inn,  Naples  941-643-8002  •  Westin  Innisbrook  Resort,  Palm 
•rbor  727-942-2000  •  World  Golf  Village  Resort  Hotel,  St.  Augustine  904-940-8000  GEORGIA  —  Hilton  Atlanta  Airport,  Atlanta  404-767-9000  •  Hilton  Atlanta  and  Towers  Downtown.  Atlanta 
1-659-2000  •  Hilton  Atlanta  Northwest.  Atlanta  770-953-9300  •  Hilton  Garden  Inn  Atlanta  North  Johns  Creek,  Duluth  770-476-1966  •  Hilton  Garden  Inn  Atlanta  Perimeter  Center,  Atlanta 
1-459-0500  •  Hilton  Savannah  DeSoto,  Savannah  912-232-9000  •  Holiday  Inn  Select  Atlanta  Airport.  South  College  Park  404-763-8800  •  Radisson  Riverfront  Hotel.  Augusta 
j-722-8900  •  Staybridge  Suites  by  Holiday  Inn.  Alpharetta  770-569-7200  •  Staybridge  Suites  by  Holiday  Inn  Atlanta  Perimeter,  Dunwoody  678-320-011 1  •  Westin  Peachtree  Plaza,  Atlanta 
1-659-1400  HAWAII  —  Hilton  Hawaiian  Village.  Honolulu  808-949-4321  •  Hilton  Waikoloa  Village.  Waikoloa  808-886-1234  •  ILLINOIS  —  Doubletree  Club  Hotel,  Palatine  847-359-6900 
ilton  Chicago  and  Towers.  Chicago  312-922-4400  •  Hilton  Chicago  O'Hare  Airport,  Chicago  773-686-8000  •  Hilton  Garden  Inn  of  Addison,  Addison  630-691-0500  •  Hilton  Garden  Inn 
icago  Downtown,  Chicago  312-595-0000  •  Hilton  Lisle-Naperville,  Lisle  630-505-0900  •  Hilton  Northbrook,  Northbrook  847-480-7500  •  Hilton  Oak  Lawn,  Oak  Lawn  708-425-7800  •  Hilton 
mgfield,  Springfield  217-789-1530  •  Oakbrook  Terrace  Hilton  Suites,  Oakbrook  Terrace  630-941-0100  •  Palmer  House  Hilton.  Chicago  312-726-7500  •  Radisson  Hotel  Alsip,  Alsip 
i-371  -7300  INDIANA  —  Ramada  Inn  Plaza  Hotel  Conference  Center,  Columbus  812-376-3051  IOWA  —  Collins  Plaza,  Cedar  Rapids  31 9-393-6600  •  Embassy  Suites  on  the  River,  Des 
mes  515-244-1700  •  Radisson  Davenport,  Davenport  319-322-2200  KANSAS  —  Hilton  Wichita  Airport  Executive  Conference  Center.  Wichita  316-945-5272  KENTUCKY  —  Hilton 
rden  Inn  Louisville  East,  Louisville  502-297-8066  •  University  Plaza  Bowling  Green,  Bowling  Green  270-745-0088  LOUISIANA  —  Hilton  New  Orleans  Airport,  Kenner  504-469-5000  • 
*  Orleans  Hilton  Riverside.  New  Orleans  504-561-0500  MARYLAND  —  BWI  Airport  Marriott.  Baltimore  410-859-8300  •  Gaithersburg  Hilton,  Gaithersburg  301-977-8900  •  Hilton  Garden 
White  Marsh.  Baltimore  41 0-427-0600  •  Staybridge  Suites  Columbia'Baltimore.  Baltimore  41 0-964-9494  MASSACHUSETTS  —  Hilton  Logan  Airport,  Boston  61 7-568-6700  MICHIGAN 
Hilton  Garden  Inn  Plymouth,  Plymouth  734-420-0001  •  Hilton  Inn  Southfield.  Southfield  248-357-1100  •  Hilton  Suites  Auburn  Hills,  Auburn  Hills  248-334-2222  MINNESOTA  —  Hilton 
ineapolis  &  Towers.  Minneapolis  612-376-1000  •  Radisson  Plaza  Minneapolis.  Minneapolis  612-339-4900  •  Staybridge  -  Eagan,  Eagan  320-235-7207  MISSOURI  —  Chateau  on  the 
>e.  Branson  417-334-1161  •  Embassy  Suites  Hotel  at  KCI  Airport.  Kansas  City  816-891-7788  •  Holiday  Inn  North,  Springfield  417-865-8600  •  Holiday  Inn  University  Plaza.  Springfield 
"-864-7333  •  Homewood  Suites  -  KCI  Airport.  Kansas  City  816-880-9880  •  St.  Louis  Frontenac  Hilton,  St.  Louis  314-993-1100  •  Wingate  Inn,  Maryland  Heights  314-209-0001  NEBRAS- 
—  Embassy  Suites  Hotel.  Omaha  402-346-9000  •  Staybridge  Suites  by  Holiday  Inn,  Lincoln  402-438-7829  NEW  JERSEY  —  Brunswick  Hilton,  East  Brunswick  732-828-2000  •  Fort  Lee 
on.  Fort  Lee  201-461-9000  •  Hampton  Inn  &  Suites  Cherry  Hill,  Voorhees  856-346-4500  •  Hilton  at  Short  Hills,  Short  Hills  973-379-0100  •  Hilton  Newark  Airport,  Elizabeth  908-351-3900 
ilton  Woodcliff  Lake,  Woodcliff  Lake  201-391-3600  NEW  YORK  —  Best  Western  MacArthur  Hotel.  Holtsville  631-758-2900  •  Comfort  Inn  East  Syracuse,  East  Syracuse  315-437-0222  • 
on  Garden  Inn,  Saratoga  Springs  518-587-1500  •  Hilton  Garden  Inn  Albany  Airport,  Albany  518-464-6666  •  Hilton  New  York  and  Towers.  New  York  212-261-5755  •  Hilton  Pearl  River, 
arl  River  914-735-9000  •  Hilton  Rye  Town,  Rye  Brook  914-939-6300  •  Hilton  Tarrytown.  Tarrytown  914-631-5700  •  Radisson,  New  York  212-755-4400  •  Howard  Johnson  on  34th  Street, 
w  York  212-947-5050  •  Radisson  Hotel  JFK  Airport.  Jamaica  718-322-2300  •  Ramada  Inn  East  End.  Riverhead  631-369-2200  •  Days  Hotel  Rochester,  Rochester  716-464-8800  •  Waldorf 
oria.  New  York  212-355-3000  NORTH  CAROLINA  —  Days  Inn  Thomasville,  Thomasville  336-472-6600  •  Embassy  Suites  Cary  (Raleigh  Durham  Airport).  Cary  919-677-1840  •  Embassy 
tes  Greensboro.  Greensboro  336-668-4535  •  Hampton  Inn  Henderson.  Henderson  252-492-3007  •  Hilton  Charlotte  and  Towers,  Charlotte  704-377-1500  •  Hilton  Charlotte  University 
ice,  Charlotte  704-547-7444  ext  71 76  •  Hilton  North  Raleigh.  Raleigh  91 9-872-2323  •  Homewood  Suites  Greensboro  Airport,  Greensboro  336-393-0088  •  Microtel  Inn  &  Suites.  Raleigh 
3-231-0002  •  Ramada  Charlotte.  Charlotte  704-527-3000  •  Sheraton  Grand  New  Bern.  New  Bern  252-638-3585  •  Staybridge  Charlotte-Arrowhead,  Charlotte  704-527-6767  OHIO  — 
:on  Garden  Inn  Cleveland  Airport.  Cleveland  216-898-1898  •  Hilton  Garden  Inn  Twinsburg.  Twinsburg  330-405-4488  •  Radisson  Hotel  at  Gateway.  Cleveland  216-377-9000  •  Ramada 
iza  Columbus  North,  Columbus  614-846-0300  OKLAHOMA  —  Hilton  Garden  Inn  Oklahoma  City,  Oklahoma  City  405-942-1400  •  Hilton  Garden  Inn  Tulsa  Airport,  Tulsa  918-838-1444 
IEGON  —  Embassy  Suites  at  Portland  Airport.  Portland  503-460-3000  •  Hilton  Garden  Inn  Portland  Airport.  Portland  503-255-8600  •  Hilton  Hotel  Portland.  Portland  503-226-1611  • 
jybndge  Suites  at  the  Portland  Airport.  Portland  503-262-8888  PENNSYLVANIA  —  Best  Western  Hotel  &  Conference  Center,  Exton  610-363-1100  •  Hampton  Inn  Downingtown/Exton, 
fnville  610-363-5555  •  Hilton  Harrisburg  &  Towers.  Harrisburg  717-233-6000*  Hilton  Pittsburgh.  Pittsburgh  412-391-4600*  Hilton  Valley  Forge.  King  of  Prussia  610-337-1200*  Philadelphia 
port  Hilton,  Philadelphia  215-365-4150  SOUTH  CAROLINA  —  Embassy  Suites  Greenville  Golf  Resort,  Greenville  864-676-9090  •  Staybridge  Suites  by  Holiday  Inn,  Myrtle  Beach 
3-903-4000  SOUTH  DAKOTA  —  Holiday  Inn  City  Centre.  Sioux  Falls  605-339-2000  •  Holiday  Inn  Rushmore  Plaza.  Rapid  City  605-348-4000  TENNESSEE  —  Hilton  East  Memphis, 
mphis  901  -767-6666  •  Hilton  Knoxville,  Knoxville  423-523-2300  •  Hilton  Suites  Brentwood,  Brentwood  61 5-370-01 1 1  •  Radisson  Summit  Hill,  Knoxville  423-522-2600  TEXAS  —  Embassy 
tes  Outdoor  World,  Grapevine  972-724-2600  •  Hampton  Inn  &  Suites  at  Rodeo  Center.  Mesquite  972-329-31 00  •  Hilton  DFW  Lake  Executive  Conference  Center.  Grapevine  81 7-481  -8444 
ilton  El  Paso  Airport.  El  Paso  915-778-4241  •  Hilton  Garden  Inn.  Addison  972-233-8000  •  Hilton  Garden  Inn  Austin  -  Round  Rock,  Round  Rock  512-341-8200  •  Hilton  Garden  Inn  Las 
linas.  Irving  972-444-8434  •  Hilton  Garden  Inn  North  Fort  Worth,  Fort  Worth  81 7-222-0222  •  Hilton  Houston  Hobby  Airport.  Houston  713-645-3000  •  Hilton  Houston  Plaza  Hotel.  Houston 
3-3  '3-4000  •  Holiday  Inn  Beaumont  Plaza.  Beaumont  409-842-5995  •  Hyatt  Regency  Austin  on  Town  Lake.  Austin  512-477-1234  •  Hilton  Houston  Hobby  Airport,  Houston  713-645-3000 
as  Colinas  Wyndham,  Irving  972-650-1600  •  Radisson  Houston  Hobby  Airport,  Houston  713-943-7979  •  Staybridge  Dallas/Las  Colinas.  Dallas  972-465-9400  •  Staybridge  Suites  by 
liday  Inn.  Houston  713-355-8888  •  Staybridge  Suites  by  Holiday  Inn.  San  Antonio  210-558-9009  VERMONT  —  Ramada  Inn  White  River  Junction,  White  River  Junction 
J-295-2000  VIRGINIA  —  Hilton  Alexandria  at  Mark  Center.  Alexandria  703-845-1010  •  Hilton  Norfolk  Airport,  Norfolk  757-466-8000  •  Hilton  Richmond  Airport.  Sandston  804-226-6400 
USHINGTON  —  Bellevue  Courtyard.  Bellevue  425-869-5300  •  Hilton  Seattle,  Seattle  206-624-0500  •  Marriott  SeaTac  Airport.  Seattle  206-241-2000  WEST  VIRGINIA  —  Embassy  Suites 
jarleston,  Charleston  304-347-8700  WISCONSIN  —  Hilton  Garden  Inn  Green  Bay.  Green  Bay  920-405-0400  •  Marriott  Madison  West.  Middleton  608-831-2000  •  Radisson  Hotel  Mayfair. 
luwalosa  414-257-3400  INTERNATIONAL  —  Century  Hyatt.  Tokyo.  Japan  81-3-3348-1234  •  Holiday  Crowne  Plaza.  Monterrey.  Mexico  011-52-8-319-6000.  Toll  Free:  1-800-637-3885 
[oliday  Inn  Crown  Plaza.  Taipei.  Taiwan  886-27635656  •  Holiday  Inn  Express.  Monterrey.  Mexico  011-52-8-389-6000  •  Park  Place  Ramada  Plaza,  Nova  Scotia.  Canada  902-468-8888 
[rince  George  Hotel,  Nova  Scotia.  Canada  902-425-1986 


or  the  very  latest  list,  go  to  www.cais.com/hotel  or  call  888-252-CAIS. 
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Why  rem  a  car  when  you  can  travel 
conveniently  and  safely?  Business 
navel  doesn't  have  to  be  a  hassle. 
LimoLink.com  oilers  on-line  limousine 
reservations  in  real-time.  With  a  net- 
work of' over  ISO  cities,  yon  cm\  be 
toured  of  cost-effective  business  travel 
in  any  major  metropolitan  area. 


_3r 


LimoUnk.com 

7-798-5466 
.  w.liniolink.coni 


HOTELS 

Rooms  at  the  Top 


Executive  travelers  may  spend  more  time  than  ever 
in  cyberspace,  but  they  want  to  stay  in  a  great  hotel 
when  they  do  travel.  As  a  result,  five-star  properties 
are  opening  around  the  world  at  a  record  pace. 


It  may  be  the  ultimate  irony  of  the 
dot.com  age:  The  more  time  corpo- 
rate executives  spend  in  cyberspace, 
allegedly  freed  from  the  shackles  of  life 
on  the  road,  the  more  time  they  want  to 
spend  in  great  hotels. 

"I  admit  it,  I  am  surprised,"  one  hotel 
general  manager  says.  "The  demand  for 
top-notch  accommodations  is  skyrock- 
eting. It  may  just  be  that  the  cybersawy 
simply  won't  accept  anything  less  than 
the  best  in  the  real  world." 

Whatever  the  reason,  five-star  hotels 
are  opening  faster  than  at  any  time  in 
history.  In  recent  months,  for  example, 
a  lavish  Regent  hotel  opened  on  Wall 
Street  in  New  York.  Four  Seasons  has 
opened  a  jewel  of  a  hotel  in  London's 
Canary  Wharf  district,  reopened  the 
opulent  George  V  in  Paris,  added  prop- 
erties in  Cairo  and  Scottsdale,  Arizona, 
and  expects  to  open  about  a  dozen 
more  in  the  next  18  months.  The  Ritz- 
Carlton  has  opened  properties  in 
Philadelphia,  New  Orleans  and  Augs- 
burg, Germany,  the  hometown  of  Volk- 
swagen, and  is  constructing  several 
more.  Mandarin  Oriental  has  grown  by 
acquiring  the  exclusive  portfolio  of 
Rafael  Hotels,  including  The  Mark  in 
New  York  and  Turnberry  Isle  in  Florida. 

Existing  superdeluxe  hotels  are  also 
expanding.  In  Colorado  Springs,  Col- 
orado, for  example.  The  Broodmoor  first 
opened  in  1918  as  a  swank  hideaway 
resort.  But  in  recent  years,  it  has  grown 
dramatically.  The  3,000-acre  property 


now  includes  700  lavish  guest  rooms,  a 
90,000-square-foot  spa,  110,000  square 
feet  of  meeting  space,  19  restaurants 
and  lounges,  three  18-hole  golf  courses, 
four  pools,  a  riding  stable,  30  shops  and 
a  movie  theater. 

"The  best  hotels  can  never  give 
discerning  executive  travelers 
enough,"  says  Eric  Long,  general 
manager  of  the  Waldorf=Astoria, 
New  York's  elegant  landmark  on 
Park  Avenue.  "Every  day  is  an  oppor- 
tunity to  surpass  expectations." 

In  Long's  case,  surpassing  expecta- 
tions is  the  standard  at  the  Waldorf 
Towers,  an  ultra-personal,  extremely 
private  hotel-within-a-hotel  atop  the 
Waldorf=Astoria.  The  Towers  has  its  own 
private  entrance,  24-hour  attended  ele- 
vators, 125  suites  and  188  executive 
guest  rooms.  Each  accommodation  is 
individually  decorated,  residential  in  tone 
and  features  a  two-line  speakerphone,  a 
safe  and  a  fax  machine.  Some  Towers 
suites  even  offer  a  dining  room,  a  full 
kitchen  and  maid  quarters.  Towers 
guests  have  access  to  a  private  lounge, 
a  fitness  club,  all  the  restaurants  and 
shops  at  the  Waldorf,  a  business  center, 
meeting  and  conference  space,  and  ded- 
icated concierge  services.  ■ 


Joe  Brancatelli  is  a  publications 
consultant  who  also  writes  columns 
about  business  travel  for  Biztravel.com 
and  Skymalltravel.com.  Contact  him  at 
JoeBranc@westnet.com. 


BY  ELIZABETH  CORCORAN 


T'S  TIME  FOR  ACT  II  IN  THE  INTERNET  REVOLUTION.  THE  FIRST  ACT  BELONGED  TO  DOT- 
oms  with  big  visions  and  small  bank  accounts.  Now  the  stage  will  be  taken  by  big  com- 
»anies  that  move  their  factories,  warehouses  and  customers  onto  the  Web.  Who  are  the 
xecutives  winning  this  competition?  We  portray  12  of  them  here,  in  our  third  annual 
ound-up  of  digital  innovators.  Together  the  companies  these  executives  lead  employ  al- 
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most  1  million  people  and  have  more  than  $400  billion  in  revenues.  They  aren't  playing 
for  paper  options  or  the  fast  flip.  Their  drive  is  to  serve  customers,  eliminate  inefficiency 
and  spark  new  growth.  They  have  bet  big  on  the  Internet,  and  they  already  are  making  it 
pay  off.  The  stock  market  has  yet  to  lavish  its  richest  rewards  on  traditional  firms.  But 
make  no  mistake,  says  GE's  Jack  Welch:  "The  productivity  and  [market]  share  gains  of  the 
Old  Economy  companies  dwarf  the  growth  of  the  New  Economy  companies." 


JACK  WELCH 


Make  the  Web  Revolution  Real 

■y  ACK  WELCH  WAS  LATE  TO  THE  INTERNET.  "I  WAS  AFRAID 

I  of  it,  because  I  couldn't  type,"  he  says.  That  changed  18 

I  months  ago  after  he  spent  a  weekend  at  the  keyboard. 

Neither  General  Electric  nor  the  Net  has  been  the  same  since. 

By  any  measure — sales  growth,  productivity,  gross  mar- 
gins— Welch  was  a  winner  before  the  Internet  was  invented. 
The  Web  will  make  his  firm  all  the  more  efficient.  Welch  pre- 
dicts gleefully:  The  big,  old  guys  are  going  to  beat  the  day- 
lights out  of  the  pure-play  dot-commers.  "Old  companies 
thought  this  was  Nobel  Prize-type  work,"  Welch  says.  "This  is 
not  rocket  science.  It's  just  like  breathing." 

His  logic  is  quantitative.  Dot-coms  start  with  no  revenue 
and  lots  of  expenses  for  ads,  warehouses  and  more.  "So  their 
break-even  is — where?  Who  knows?  The  model  is  totally  rev- 
enue-dependent," Welch  says. 

Contrast  that  with  the  "big,  old  guy."  The  existing  busi- 
ness already  has  sales  and  expenses.  Digitize  it  and  costs  fall. 
Sales  climb.  "Instantly  [the  old  guy]  gets  to  break  even.  Then 
the  margins  just  pour  in!"  Welch  says.  Inside  GE  auction 
transactions  amounted  to  $200  million  in  1999  and  will 
reach  $5  billion  this  year.  Last  year  transactions  cost  GE  $50 
apiece;  online  the  cost  is  $5. 

Welch  didn't  even  try  to  justify  the  expenses  as  GE  started 
down  the  Internet  path.  "It  was  just  'Jump!'"  he  recalls.  He 
had  watched  his  family  and  colleagues  do  all  their  Christmas 
shopping  online.  At  a  meeting  in  March  1999  Welch  issued  a 
challenge  to  GE's  more  than  20  big  businesses.  "Destroyyour- 
business.com"  became  the  GE  battle  cry — reinvent  your  busi- 
ness before  some  upstart  does  it  for  you. 

Initially  GE's  Internet  strategy  followed  the  patterns  es- 
tablished by  the  dot-coms.  By  last  summer  many  of  GE's 
leading  businesses,  such  as  its  power  systems  group  and  ap- 
pliances, were  doing  online  transactions.  Welch  directed  the 
top  600  managers  to  find  an  internal  "Internet  mentor,"  typ- 
ically a  younger  colleague  who  tutored  them  in  Web  behav- 
ior. Many  of  GE's  businesses  even  tried  setting  up  indepen- 
dent "e-biz"  units,  complete  with  beer  parties. 

In  retrospect,  separate  e-biz  groups  weren't  right  for  GE, 
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Welch  says.  Most  have  since  been  reabsorbed  into  GE's  main- 
stream businesses.  "It  got  everyone's  attention,"  he  says,  "but 
the  Internet  is  all  about  'growyourbusiness.com,'  not  aboul 
destruction.  In  the  end  it's  everyone's  job." 

Putting  online  the  unglamorous  tasks  of  internal  opera- 
tions saves  money,  provides  faster  answers  for  customers  anc 
partners  and  offers  more  interesting  assignments  for  em- 
ployees. Customers  of  GE's  plastics  group  now  use  the  Web  tc 
track  orders,  sometimes  right  to  the  location  of  a  deliver) 
van,  instantly  getting  details  that  once  took  a  dozer 
phone  calls. 

Then  comes  commerce.  Welch  doesn't  worry  about  can 
nibalizing  existing  GE  businesses.  "Channel  conflicts  and  al 
these  other  issues  are  here.  You  can't  just  hope  they'll  g( 
away.  You  have  to  pounce  on  them."  He  adds:  "There's  n< 
such  thing  as  an  'old  economy'  and  a  'new  economy'  Com 
merce  is  the  same  as  it  was  500  years  ago.  People  sell  and  peo 
pie  buy — whether  it's  from  a  wagon  or  the  Internet." 

JOHN  CHAMBERS 

Be  the  First  to  Move 

When  John  Chambers  joined  Cisco  in  1991  aj 
head  of  worldwide  sales,  he  realized  that  the  com 
pany  would  not  grow  quickly  unless  it  dramat 
cally  improved  its  customer  service.  To  do  it  right,  he  figure 
he  needed  to  hire  about  2,000  people.  The  problem:  That  w; 
all  the  hiring  allotted  for  the  entire  company  for  the  next  1 
months. 

Although  the  Net  was  still  a  research  tool,  Chambers  pi 
his  faith  in  technology.  It  has  become  Cisco's  growth  hoi 
mone.  In  the  five  years  since  Chambers  became  chief  execu 
tive,  Cisco's  annual  sales  have  grown  from  $1.2  billion  to  a 
estimated  $20  billion  in  fiscal  2000.  Some  call  him  prescien 
Chambers  is  more  blunt:  "It  was  about  survival,"  he  says  i 
his  West  Virginia  twang.  "I  had  no  choice,  in  my  opinion." 
Cisco  sells  networking  equipment.  But  fueling  the  co: 
pany's  tremendous  growth  has  been  the  vision  it  paints 
how  networks  can  transform  a  customer's  business — anl 
Cisco  itself  provides  the  best  example.  In  1991  Cisco  w; 
spending  a  mere  $1  million,  or  0.5%  of  revenues,  on  info 
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"Would  you  stop  breathing? 
You've  got  to  feel  about  the  Internet 
the  way  you  do  about  breathing." 
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CHARLES 
SCHWAB  | 

"Old  companies 
have  a  tough  time 
adapting  to  change. 
It's  very  scary. 
But  we've  always 
been  rewarded  with 
more  business  when 
we  gave  customers 
a  better  value 
proposition." 


"Make  your  money  with  a  robust  business  model  and 
use  the  Internet  to  help  you  get  market  share.  Clicks 
alone  ain't  gonna  work.  It's  gotta  be  clicks  plus  bricks." 


148     i    0 


F    O    R    B    E    S    ■  24    2000       149 


LEO  MULLIN  I 


"This  revolution  isn't 
stopping.  This  is  a  forever." 


mark  hoc;  \\ 


"Doing  deals  quickly,  yet  in  a  way 
that  the  traditional  business  can 
embrace,  is  the  tightrope  we  walk." 
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DAVID  DYER 


"lt5s  an  art.  it's  a  science.  It's  retail, 
its  technology.  This  has  it  all." 
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JEANNE  JACKSON     WAL-MART.COM 


DAN 
NORDSTROM  | 

"People  really 
underestimated 
the  intelligence 
of  big  companies— 
and  overestimated 
the  intelligence 
of  Silicon  Valley." 


"The  math  has  got  to  work.  You  don't  have  to  make 
a  profit  today,  but  the  model  has  to  make  sense." 


ROSS  DOVE 


"The  last  thing  my  grandpa  said  to 
me  before  he  died  was,  Take  care 
of  the  shop,  boy.'  There  was  no  way 
I  was  going  to  let  a  bunch  of  28-year- 
old  M.B.A.s  take  this  industry  over." 
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OW  THE  ENTIRE  INTERNET  FITS 
N  THE  PALM  OF  YOUR  HAND. 


QUALCOMM's  next  generation  of  CDMA  chipsets  and  system  software  is  truly 
the  future  of  wireless  communications.  By  providing  the  bandwidth  necessary 
to  deliver  the  full  power  of  the  Internet,  our  new  CDMA  chips  transform  your  mobile 
phone  into  a  Web  browser  you  can  carry  wherever  you  go.  In  addition,  QUALCOMM 
CDMA  chips  deliver  superior  call  quality,  higher  connect  rates,  and  longer  talk  and 
standby  times. 

The  QUALCOMM  name  will  always  guarantee  the  integration  of  the  most  advanced 
features  available.  As  manufacturers  produce  increasingly  innovative  products, 
QUALCOMM  CDMA  chips,  backed  by  our  superior  support  tools,  customer  service, 
and  dedication  to  partnership,  will  play  a  critical  role. 

Look  to  the  future.    Look  to  QUALCOMM. 


lUALCOAAAA 

CDMA  Technologies 


w.qualcomm.com/cdmatechpu 

,00  QUALCOMM 


Enabling  the  future  of  communications. 


Look  big.  Compete  globally.  Run  circles  around  your  competitors  with  your  vast  enthusiasm  and  technical 
savvy.  Show  the  world  what  you  have  to  offer.  Join  the  e-services  economy,  www.hp.com/david 

Start-ups  playing  big.  e-services  solutions  from  hp. 
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Be  nimble.  Be  quick.  Run  circles  around  your  competitors  with  your  vast  experience  and  technical 

savvy.  Show  the  world  what  you  have  to  offer.  Join  the  e-services  economy,  www.hp.com/goliath 

Big  business  getting  nimble,  e-services  solutions  from  hp. 

m 

invent 

p 

in 


iTT^fUdllj 


PER  LOFBERG  i 


"You  get  proposed 
tons  of  tempting 
transactions— spin- 
outs,  acquisitions, 
tracking  stocks. 
We  stuck  to  the 
game  plan  of  building 
something  of  real 
substance  for  the 
long  term." 


mation  technology.  "Most  of  our  directors  felt  IT  was  an 
overhead  function,"  Chambers  says.  He  disagreed.  Chambers 
believed  information  technology  could  help  his  company  do 
things  that  competitors  could  not.  And  Cisco  would  reap  the 
biggest  payoffs,  he  contended,  if  it  used  technology  to  change 
its  practices  before  competitors  did. 

Customer  service  was  on  the  top  of  his  list.  Chambers 
also  looked  for  other  groups  that  could  benefit  from  going 
online — and  were  open  to  trying  a  new  approach.  "Engi- 
neering and  sales  were  my  most  independent  and  headstrong 
groups,"  he  recalls.  "If  I  had  led  with  them,  I  might  not  have 
been  successful." 

Instead  Chambers  started  pushing  other  divisions, 
namely  manufacturing,  customer  ordering  and  finance,  to 
network  their  operations  more  fully.  Cisco  now  handles  80% 
of  the  monthly  4  million  customer  requests  for  information 
via  the  Web,  saving  the  company  an  estimated  $250  million  a 


year.  Some  87%  of  sales  are  handled  via  the  Web. 

As  Chambers  took  his  success  stories  to  the  board, 
scored  another  first:  Directors  started  demanding  to  kno^ 
why  he  wasn't  spending  more  to  get  online  even  faster.  ( 
does  now:  IT  spending  is  up  to  $700  million  a  year.) 

Early  this  year  the  company  showed  that  moving  its  sale 
and  accounting  functions  online  would  help  it  close  its  boo! 
in  a  single  day.  Anytime  during  a  quarter  a  manager  can  looil 
at  the  precise  sales  in  a  region,  spot  worrisome  trends  and,  I 
needed,  switch  strategies  in  a  day. 

Chambers'  lesson:  The  first  company  to  capitalize  on  ajj 
innovation  reaps  the  greatest  rewards  and  most  improve 
operating  margins,  he  says.  When  competitors  start  to  uil 
the  same  technologies,  "your  competitive  advantage  or  di'j 
ferentiation,  or  your  effect  on  margins,  gets  commoditized  jj 
Chambers  says.  Time  to  move  to  the  next  new  thing. 

Such  change  is  hard.  Customers  and  employees  might  m 
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The  internet  is  no  genius.  It's  just  technology. 
Your  people  -  your  customers,  employees,  and 
suppliers  -  have  the  ideas.  Give  them 
PeopleSoft's  new  generation  of  e-business 
applications,  and  they  may  have  a  few  thoughts 
about  making  your  company  more  competitive. 


>e  \ 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


„,     www.peoplesoft.com        1.888.773.8277 
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be  ready,  making  it  tougher  for  a  company  to  cash  in  the  ben- 
efits. But  wait  too  long  and  "you  get  Dell'ed  or  Amazon'ed, 
or  Cisco'ed  or  Schwab'ed,"  Chambers  says.  "It  doesn't  mean 
it's  a  dot-com.  It  means  the  fast  will  beat  the  slow." 

CARLY  FIORINA 

Imagine  Yourself  Differently 

Carly  Fiorina  was  spurring  Hewlett-Packard  into  the 
Internet  age  even  before  she  started  work  there.  The 
former  Lucent  executive  became  HP's  chief  executive 
on  Wednesday,  July  19, 1999;  the  Sunday  before  Fiorina  made 
a  video  urging  employees  to  reinvent  HP  by  injecting  Inter- 
net-era strategies  into  the  corporate  body. 

Fiorina  had  put  forth  her  first  e-lessons  for  a  big  com- 
pany: Sharpen  your  vision,  focus  and  execution.  Reimagine 
what  you  can  be.  Work  weekends. 

Her  lessons  have  paid  off  in  the  past  year.  Expenses  are 
down,  growth  and  market  share  are  up,  new  products  and 
businesses  are  moving  out  fast.  Since  Fiorina  joined,  HP's 
stock  is  up  29%,  adjusted  for  its  Agilent  spinoff.  HP  scored 
some  important  Internet  wins,  including  the  estimated  $500 
million  deal  to  supply  most  of  Amazon.com's  hardware. 

Fiorina  seconds  Jack  Welch's  argument  that  established 
companies  are  going  to  be  the  Net's  big  winners.  "People 
who  concluded  in  the  first  couple  of  years  of  the  Internet 
boom  that  the  large  companies  would  fail  and  only  the  new 
ones  would  succeed  fundamentally  misunderstood  the  true 
transformational  power  of  the  Internet,"  she  says. 

HP  researchers  first  talked  about  the  potential  of  big  net- 
works 20  years  ago,  and  the  company  has  been  producing 
networking  software,  personal  computers  and  workstations 
for  most  of  the  time  since.  Until  recendy  HP  was  ceding  mar- 
ket share  and  public  profile  to  Sun  Microsystems,  Dell  and 
other  hotshots.  HP  seemed  dull;  insiders  grew  complacent. 

Fiorina  heats  things  up  by  turning  the  power  of  the  Internet 
on  HP's  own  operations.  She  saved  $75  million  by  moving  per- 
sonnel functions  onto  an  internal  Web  site.  The  in-house  tech 
team  uses  an  HP-built  Web  "agent"  to  keep  tabs  on  where  re- 
sources are  needed.  HP  purchasing  developed  an  online  pro- 
curement service  diat  it  expects  will  trim  costs  by  up  to  7%. 

Next  step:  use  the  Web  to  generate  new  income,  not  just  cut 
costs.  Less  than  a  month  after  conceiving  the  online  purchasing 
system,  Fiorina  formed  a  consortium  with  1 1  other  companies 
to  turn  it  into  a  business.  In  the  past  year  HP's  sales  online  have 
grown  to  15%  of  revenue.  She  wants  to  make  it  30%. 

In  printers  HP  has  a  60%  worldwide  market  share  and  de- 
rives 60%  of  total  earnings.  Not  much  room  for  growth?  This 
spring  MP  struck  alliances  to  design  printers  to  hook  directly 
to  the  Web  and  print  tickets,  newspapers,  postage — a  whole 
new  range  of  uses.  Suddenly  printers  "aren't  dumb  peripher- 
als, they  are  information  appliances  that  can  be  tuned  to  a 
range  ofe-services,"  Fiorina  says.  Her  engineers  now  realize, 
Wow,  we're  dealing  with  a  market  where  we  barely 
scratched  the  surface. '  — Quentin  Hardy 
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LEO  MULLIN 


Embrace  the  Threat 

Three  weeks  after  Leo  Mullin  joined  Delta  as  chief  ex- 
ecutive in  1997  he  learned  that  the  airline  had  the 
worst  technology  in  the  business.  No  one  was  sure 
that  Delta  would  survive  the  year-2000  calendar  change. 

Since  then  Mullin  has  turned  technology  from  a  night- 
mare into  a  profit  engine.  Some  $1.4  billion,  or  10%,  of 
Delta's  annual  revenue  is  generated  online.  What  jolted  Delta 
to  action  was  the  scariest  proposition  of  all:  turning  over 
"distressed  inventory,"  or  unsold  seats,  to  Internet-based  dis- 
counter Priceline.com. 

In  an  industry  that  goes  to  great  effort  to  concoct  com- 
plicated pricing  schemes,  even  suggesting  that  someone  else 
might  set  ticket  prices  was  blasphemy.  "There  was  great  sus- 
picion that  this  would  lead  to  excessive  discounting.  How 
would  it  threaten  Delta?  We  had  very  strong  arguments.  The 
general  tenor  was  definitely  against  it,"  Mullin  recalled.  Every 
other  major  airline  felt  the  same  way. 

Delta  got  rewarded  for  taking  a  chance  on  ticket  auc- 
tions: It  realized  a  $775  million  gain  for  selling  a  chunk  of 
the  equity  it  received  as  part  of  the  Priceline  deal.  Two  per- 
cent of  revenue  ($280  million  a  year)  is  generated  by  Price- 
line  ticket  sales. 

The  Priceline  deal  became  both  the  cash  springboard  and 
the  morale  booster  that  Delta  needed  to  undertake  more  on 
the  Net.  Delta  now  has  about  40  different  Internet-related 
programs,  touching  how  the  company  relates  to  customers, 
business  partners  and  employees.  Later  this  summer  Delta 
and  a  partnership  of  other  airlines  are  slated  to  launch  a  new 
Web-based  travel  service,  "Orbitz,"  that  will  go  up  against  the 
likes  of  Travelocity  and  Expedia.  Working  with  a  half-dozen 
airlines,  Delta  has  also  created  an  online  exchange  for  pur- 
chasing supplies  such  as  fuel.  Concerns  that  Priceline  would 
hijack  ticket  pricing  have  evaporated. 

Mullin  is  determined  to  make  sure  that  Internet  technol- 
ogy benefits  literally  every  Delta  employee  as  well.  Early  last 
February  Mullin  called  a  meeting  in  one  of  the  original  Delta 
flight  hangars  located  near  his  Atlanta  office.  By  the  end  of 
the  year,  he  told  a  crowd  of  700  mechanics,  pilots  and  execu- 
tives, Delta  would  give  every  employee  a  personal  computer 
to  take  home.  Free.  Delta  doesn't  care  how  you  use  it,  Mullin 
told  them,  but  get  your  kids  on  it.  "There  were  tears  in  peo- 
ple's eyes,"  Mullin  recalled.  "For  many  it  represented  their 
chance — and  the  impetus — to  get  over  the  digital  divide." 

ROSS  DOVE 

Infuse  the  Web  into  Your  Firm    - 

Ross  Dove's  Internet  epiphany  occurred  in  a  distincdy 
old-fashioned  venue,  the  Oak  Bar  in  the  Plaza  Hotel 
in  New  York.  It  was  spring  1999  and  Dove  accidentally 
caught  a  glimpse  of  Ebay's  stock  price  as  it  flashed  across  the 
bar's  television.  Its  valuation  was  soaring  into  the  billions. 


PeopleSoft  Customer  Relationship  Management  is  about  knowing  what  your  customers 
want  -  even  before  they  do.  By  tracking  your  customers'  behavior  and  history,  PeopleSoft's  new 
generation  of  e-business  applications  gets  information  into  the  hands  of  the  people  in  your 
company  who  need  it,  when  they  need  it.  Now,  armed  with  Vantive's  best  of  breed  CRM  technology, 
everyone  can  proactively  forge  and  develop  profitable  customer  relationships  like  never  before. 
Which  is  exactly  the  competitive  advantage  your  people  need  to  successfully  lead  your  business. 


PeopleSoft  CRM  powered  by 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 


www.peopl^oft.com/crm        1.888.773.8277 


Two  martinis  later  Dove  decided  that  with  about  $5  million 
in  funding,  he  could  turn  his  63-year-old  industrial-auction 
company  into  a  Web  powerhouse. 

He  was  frightfully  wrong  about  how  much  it  would  cost. 
The  Bay  Area  auction  house  his  grandfather  had  started  as 
Ross  Mercantile  was  still  small.  Selling  surplus  and  used  cap- 
ital equipment  from  companies  often  in  bankruptcy  brought 
in  a  few  million  in  annual  revenues.  To  be  able  to  auction 
goods  simultaneously  live  and  on  the  Web,  Dove  needed  cap- 
ital and  technology  expertise.  Since  that  night  in  the  Oak  Bar, 
Dove  has  raised  $125  million  from  investors  including  the 
Mayfield  Fund  and  Softbank  Capital  Partners,  and  renamed 
the  company  "DoveBid." 

In  January  DoveBid  began  Webcasting  its  auctions.  "The 
first  technology  built  for  auctions  was  the  microphone.  Since 
then,  nobody  had  made  an  invention  built  just  for  auction- 


Everything  Old  Is  New  Again 


eers  until  the  Web,"  Dove  says. 

Over  the  years,  as  Dove  had  expanded  the  business,  he 
began  realizing  that  the  right  buyers  couldn't  always  attend 
his  auctions.  When,  say,  a  U.S.  specialty  chip  maker  closed  up 
shop,  an  Asian  business  might  be  eager  to  buy  the  used  equip- 
ment. Buyers  started  asking  if  they  could  listen  in  on  auctions 
via  telephone  conference  calls.  "My  mother  sometimes  calls  it 
'DumbBid,'  because  it  was  so  obvious,"  Dove  says. 

DoveBid  has  pure-Internet  competitors,  but  Dove  argues 
that  it's  the  marriage  of  real  and  virtual  auctioneering  that 
works  best.  The  Web  opens  up  the  auction  to  bidders  every- 
where and  lets  DoveBid  congregate  small  lots  of  scattered  as- 
sets that  wouldn't  justify  a  live  auction.  Live  auctions,  by  con- 
trast, are  events  that  draw  highly  motivated  buyers,  ensuring 
sellers  that  everything  will  be  sold.  And  in  between  auction- 
ing items  on  a  factory  floor,  Dove  can  direct  people  to  check 


John  T.  Chambers, 

50,  CHIEF  EXECUTIVE. 

Cisco  Systems, 

SAN  JOSE.  CALIF 

Founded:  1984 

Revenue  (fiscal  1999): 

$12.2  billion 

Net  Income  (fiscal  1999): 

$2.1  billion 

Stock  high/low  (52-week): 

$82/$28.08 

Market  Cap:  $437  billion 

Employees:  30.590 

Starts  every  day,  including 

Saturday,  with  a  Diet  Coke 

and  printouts  of  all  the 

tales  results  in  every  Cisco 

region  from  the  day  before. 

Ross  M.  Dove,  47 
hairman.  DoveBid, 

FOSTER  CITY.  CALIF 

Founded:  1937 
First-Quarter  2000 
Revenue:  $11  million 
Privately  held 
Employees:  450 
Hi>  first  auction:  selling 
used  mops  at  the  end  of  a 
daylong  liquidation  of  a 
janitorial  supply  company. 
He  sold  more  than  1,000 
i  cents  apiece 

David  F.  Dyer  50. 
chief  executive   Lands' 
End,  doogevill 
Founded:  1963 
Revenue  (fiscal  2000): 
$1.3  billion 

Not  Income  (fiscal  2000): 
$48  million 


Stock  high/low  (52-week): 
$83.50/$2725 
Market  Cap:  $1  billion 
Employees:  7200 
Works  a  packing  shift  or 
mans  phones  during 
holiday  weeks  to  rally 
the  troops. 

Carleton  S.  Fiorina, 

45,  CHIEF  EXECUTIVE. 

Hewlett-Packard, 

PALO  ALTO.  CALIF. 

Founded:  1939 

Revenue  (fiscal  1999): 

$42.4  billion 

Net  Income  (fiscal  1999): 

$  3.1  billion 

Stock  high/low  (52-week): 

$l55.50/$67 

Market  Cap:  $123  billion 

Employees:  85,000 

In  speeches,  qin 

Socrates  and  Carl  Gustav 

Jung,  whom  she  studied 

as  an  undergraduate  at 

Stanford. 

Mark  T.  Hogan,  49, 

E-GM  GROUP  VICE 

president  General 

Motors,  DETROIT.  MICH 

Founded:  1908 

Revenue  (fiscal  1999): 

$176 .6  billion 

Net  Income  (fiscal  1999): 

$6  billion 

Stock  high/low(52-week): 

$94.63/$59.75 

Market  Cap:  $37.4  billion 

Employees:  388.000 

Heads  to  Rio  de  Janeiro 


every  year  at  camaval  to 
play  the  tambourine  with 
a  GM-sponsored  Samba 
school  marching  band. 

Jeanne  P.  Jackson, 

48,  CHIEF  EXECUTIVE. 

Wal-Mart.com, 

MENLO  PARK.  CALIF. 

Founded:  2000 
Majority-owned  by 
Wal-Mart  Stores 
Employees:  52 

Turned  down  a  dot-com 
that  tried  to  recruit  her  as 
chief  executive  when 
founder  said  she  would  be 
the  "adult  supervision. " 

Per  G.H.  Lofberg.  53. 

chairman  Merck- 
Medco  Managed  Care. 

FRANKLIN  LAKES.  N  J 

Founded:  1983 

A  unit  of  Merck  &  Co. 

Revenue  (fiscal  1999): 

$15  billion 
Employees:  12.000 
A  devoted  gardener  who 
cultivates  everything 
from  asparagus  to 
tomatoes  at  weekend 
house  in  southern  Mass. 

Leo  F.  Mullin,  57 
chairman  Delta  Air 
Lines,  atlanta.  ga 
Founded:  1929 
Revenue  (fiscal  1999): 
$14.7  billion 
Net  Income  (fiscal  1999): 


$1.1  billion 

Stock  high/low  (52-week): 
$63.56/$43.56 
Market  Cap:  $6.5  billion 
Employees:  74,000 
A  memorable  moment: 
negotiating  the  Delta/ 
Priceline  deal  on  a  mobile 
phone  while  standing  on  a 
cobblestone  street  in  Ver- 
sailles, France,  under  the 
watchful  eye  of  Louis  XTV. 

J.  Daniel  Nordstrom, 

38,  CHIEF  EXECUTIVE. 

Nordstrom.com, 

SEATTLE.  WASH. 
Founded:  1999 
Revenue  (fiscal  1999): 

$210  million 
Majority  owned 
by  Nordstrom 
Employees:  1,000 
Got  his  start  in  the  family 
business  the  same  way  his 
grea  t-grea  t-gra  ndfa  ther 
did:  selling  shoes. 

Charles  R.  Schwab, 

63,  CHAIRMAN. 

Charles  Schwab  Corp., 

SAN  FRANCISCO.  CALIF 

Founded:  1974 

Revenue  (fiscal  1999): 

$3.9  billion 

Net  Income  (fiscal  1999): 

$589  million 

Stock  high/low  (52- week): 

$44.75/$l797 

Market  Cap:  $41.5  billion 

Employees:  20.000 


As  a  boy  he  sold  eggs  door 
to-door,  then  expanded  his 
business  into  chickens. 

Jeffrey  K.  Skilling, 

46,  PRESIDENT, 

Enron,  Houston,  tex. 
Founded:  1985 
Revenue  (fiscal  1999): 
$40.1  billion 

Net  Income  (fiscal  1999): 
$893  million 

Stock  high/low  (52-week): 
$78.94/$34.88 
Market  Cap:  $58.6  billion 
Employees:  17,900 
Will  climb  Mount  Kili- 
manjaro this  summer  with 
son.  Plans  a  Tanzanian 
safari  next  year  with 
customers  and  executives. 

John  F.Welch  Jr., 

64,  chairman.  General 
Electric,  fairfield.  conn. 
Founded:  1892 
Revenue  (1999): 
$111.6  billion 
Net  Income  (1999): 
$10.7  billion 

Stock  high/low  (52-week): 
$55.92/$34.l5 
Market  Cap:  $491  billion 
Employees:  340,000 
Hates  wearing  a  suit 
jacket.  In  March  he  joined 
the  board  of  Internet 
incubator  Idealab  to 
"learn  a  few  things. " 

ALL  STOCK  PRICES  AS  OF 
JUNE  27  CLOSE. 
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Registering  Domain  Names 

One  by  One 

Is  Like... 


[  Fortunately,  there's  a  better  way.  ] 


Still  wading  in  the  high  costs  and  hassles  of  domain 
registration?  Get  your  fill  for  less  with  BulkRegister.com. 
The  more  you  register,  the  more  you  save. 

BulkRegister.com 

^THE  B2B  REGISTRAR  ^^ 
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WOULDN'T  THAT  BE  SJlrliiJ? 


Captivated  by  the  promise.  Hut  not  everyone  is  seeing  the  profits.  Electron  Economy " changes  the  picture 
girted  combination  of  consulting,  technology  and  operations  management  services.  E-Commerce  Operation 
in  is  .1  customized  answer  to  the  complexity  vou  face.  And  it's  built  on  the  Internet  TONE,"  our  open  and 
internet  transaction  Operations  Network.  Download  the  whitepaper  at  www.electroneconoiny.com/1 


Saving   companies  from  the  chaos 
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Astonishing 

NEW  TECHNOLOGY 
empties  fully  stocked 

WAREHOUSES 

as  if  by 

MAGIC! 


N 


Introducing  FairMarket:  a  powerful  new  suite  of  selling  tools  to  supercharge  your  Web  site. 
And  move  goods  and  services  out  the  virtual  door  like  never  before.  FairMarket  delivers 
auctions,  automatic  price  markdowns  and  other  e-commerce  functions — onj/owrsite,  with 
your  brand — effortlessly  and  quickly  We  handle  security,  customer  support,  the  works.  And, 
with  die  exclusive  FairMarket  Network,'  your  goods  sell  not  only  on  your  site,  but  on  MSN, 
OS,  Excite  and  other  primo  Web  addresses.  In  other  words,  this  is  powerful  voodoo. 
For  a  tree  white  paper,  visit  fairmarket.com,  or  call  800-531-0529. 

How   the   e-world    sells    more    stuf f .SM 


fairiarket 


j> 


I  he  b-Uand 


out  related  items  on  DoveBid's  24/7  marketplace  site. 

On  a  morning  in  early  June  Dove  steps  up  to  a  makeshift 
podium  in  a  Palo  Alto  pharmaceutical  plant  and  starts  the  rat- 
ta-tat-tat  chant  of  auctioneer.  "I  gotta  35  dollars,  35, 35,  who's 
got  40?"  One  hundred  people  with  well-thumbed  catalogs  of 
goods  listen.  Large,  flat-panel  screens  show  pictures  of  the 
items  posted  on  the  Web  site.  When  a  Web  viewer  puts  in  a 
bid,  a  DoveBid  employee  in  the  front  row  holds  up  a  Ping- 
Pong  paddle — one  side  signals  one  Web  bidder,  the  other 
I  means  there  are  several.  After  two  7-hour  days  of  live  auction- 
ing DoveBid  had  sold  $4.5  million  worth  of  equipment. 

Along  with  raising  venture  funding,  Dove  went  on  a  buy- 
ing spree,  acquiring  10  firms  since  January.  Headcount 
jumped  from  50  a  year  ago  to  an  expected  450  this  July.  Rev- 
enues in  the  first  quarter  were  $11  million.  Longtime  em- 
ployees were  nervous  when  Dove  started  hiring  "Web  peo- 
ple" to  build  up  the  company's  technological  prowess.  "It 
took  a  little  while,  but  we're  truly  integrated  now,"  he  says. 
"I'll  tell  you  what  helps:  Budweiser.  The  Web  people  drink 
Budweiser,  too." 

Bored  with  hearing  Web  companies  measure  their  success 
based  on  "eyeballs,"  or  "page  views,"  Dove  recommends  a 
more  traditional  approach.  "Just  pretend  it's  a  real  com- 
pany," he  says.  "If  it's  a  real  company,  you  already  know  the 
metrics  that  matter." 

JEFFREY  SKILLING 


Start  Small,  Think  Big 


Enron  Corp.  President  Jeffrey  Skilling  first  saw  the 
power  of  the  Web  when  the  Houston-based  company 
tried  to  break  into  the  wholesale  electricity  market  in 
Scandinavia  in  1996.  With  a  skeleton  crew  and  hundreds  of 
nunicipal  utilities  to  reach,  Enron  had  little  choice  but  to  re- 
sort to  cyberspace. 

And  so  when  Enron,  the  world's  biggest  natural  gas  and 
electricity  trader,  turned  its  sights  on  Germany  a  few  months 
ater,  it  used  the  Web  again.  "It  gave  us  coverage  we  never 
:ould  have  gotten  otherwise,"  says  Skilling. 

Starting  small  Enron  went  on  to  create  what  may  be 
he  world's  largest  e-commerce  shop.  Online  transactions 
:ould  hit  $400  billion  this  year,  about  half  of  Enron's  total 
.ales  and  brokerage  of  gas  and  electricity.  Much  of  that  will 
)e  new  business  stimulated  by  the  Web's  speed  and  price 
ransparency. 

In  the  first  quarter  Enron  saw  44%  volume  growth  in  nat- 
lral  gas,  "supposedly  our  most  mature  business,"  Skilling 
ays.  "We  didn't  have  to  change  anything  because  of  the  Web. 
lie  Web  just  made  it  easier." 

It  took  seven  months  for  380  programmers,  traders  and 
nanagers  led  by  Enron  executive  Louise  Kitchen  to  develop 
he  software  behind  Enron  Online.  The  group  solved  such 
omplexities  as  how  to  safeguard  multimillion-dollar  transac- 
ions  and  guarantee  that  customers  and  traders  get  accurate, 
istant  prices  all  day  long.  "If  you  have  a  latency  in  your  sys- 


tem for  even  a  second,  it  can  cost  you  millions,"  Skilling  says. 

Some  of  Enron's  traders  resisted  shifting  from  phone  to 
PC.  It  has  cut  trading  spreads  and  made  a  grueling  job  even 
more  frenetic.  But  customers  love  it. 

Now  Enron  is  pushing  into  new  markets — bandwidth, 
remote  data  storage,  even  eyeballs.  Eyeballs?  Enron  can  use 
its  middleman  role  to  guarantee  reliable  delivery  of,  say,  a 
pay-per-view  movie,  to  millions  of  households.  Bits  or 
Btus — on  the  Web,  they  aren't  all  that  different. 

— Daniel  Fisher 

MARK  HOGAN 


Speed  Up  Business— 
and  Employees 

Mark  Hogan  owes  his  Web  savvy  to  the  Chicago 
Cubs.  In  the  mid-1990s  the  Chicago  native  was 
running  General  Motors  Corp.'s  business  in  Brazil, 
and  he  buddied  up  to  the  Internet  to  get  baseball  scores  in  a 
land  of  soccer. 

And  when  GM  needed  a  czar  to  bring  it  up  to  Internet 
speed,  it  put  Hogan  in  charge  of  e-GM,  the  umbrella  unit  cre- 
ated a  year  ago  to  oversee  most  of  the  automaker's  online  ef- 
forts. "This  is  quite  a  departure,  going  from  a  car  guy  to  an 
Internet  guy,"  Hogan  says.  "It  was  a  dramatic  life  change  for 
me — and  it  is  equally  dramatic  for  the  company." 

All  the  more  so  because  Hogan's  e-GM  also  serves  as  a 
Trojan  horse:  By  sneaking  in  with  Web-related  ventures,  it 
forces  GM's  poky  divisions  to  pick  up  the  pace  of  all  business, 
a  corporate  crusade.  Like  lots  of  century-old  companies,  GM 
gets  bogged  down  in  endless  meetings  and  even  "pre-meet- 
ings."  Until  six  months  ago  many  executives  read  their  e-mail 
only  after  their  secretaries  printed  it  out  for  them. 

Now  decisions  come  faster.  Hogan  pushed  a  marketing 
alliance  with  America  Online  through  GM's  bureaucracy  in 
six  weeks.  "In  the  old  GM,  that  would  have  taken  six  months, 
or  maybe  six  years." 

Now  Wall  Street  is  clamoring  for  GM  to  spin  off  an  e-GM 
favorite,  the  OnStar  dashboard  communications  system — 
B2V  or  business-to-vehicle,  as  GM  calls  it.  OnStar,  in  a  million 
GM  vehicles  by  year-end,  will  link  drivers  to  the  Internet  for 
$40  a  month.  Hogan  says  GM  will  consider  creating  a  track- 
ing stock  for  OnStar  when  it  hits,  say,  10  million  subscribers. 
OnStar  could  someday  bring  in  annual  revenue  of  $1  billion. 

Hogan  also  is  trying  to  lure  car  shoppers  into  showrooms 
via  the  GM  BuyPower  Web  site  and  alliances  with  other  sites; 
it  spends  $50  million  a  year  on  Web  partnerships.  GM  isn't 
taking  the  ultimate  step  yet — selling  directly  to  Web  buyers. 
So  Hogan's  challenge:  How  does  he  get  the  buy-in  of  GM's 
headstrong  divisions  and  the  7,700  independent  dealers  with 
Cadillac,  Buick,  GMC,  Oldsmobile,  Pontiac,  Chevrolet,  Saturn 
and  Saab  franchises? 

Hogan  hoped  the  online  push  would  help  GM  sell  an  ad- 
ditional 50,000  cars  and  trucks  this  year — about  $1  billion 
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worth.  Six  months  into  the  year,  he  concedes  the  goal  was  too 
ambitious.  Often  dealers  don't  hear  about  online  promotions 
in  time  to  get  ready  for  waves  of  Web  leads.  And  while  some 
dealers  embrace  online  buyers,  others  continue  with  high- 
pressure  sales  pitches  that  offend  Web-sawy  shoppers. 

Even  so,  e-GM  is  drawing  more  customers  to  showrooms. 
GM's  BuyPower  Web  site  has  seen  clickthroughs  rise  tenfold, 
and  the  volume  of  sales  leads  forwarded  to  dealers  has  tripled. 

Hogan  has  been  surprised  by  the  willingness  of  the  car 
guys  to  embrace  the  Net.  "I'm  seeing  a  lot  of  guys  take  their 
laptops  home  now."  — Robyn  Meredith 

PER  LOFBERG 

Exploit  Your  Infrastructure 

Per  Lofberg  faced  a  momentous  decision  in  late  1998.  A 
new  wave  of  upstarts  like  Drugstore.com  aimed  to  let 
customers  fill  drug  prescriptions  online.  That  was  a  big 
threat  to  Lofberg's  business,  Merck  &  Co.'s  Merck-Medco 
unit,  which  runs  a  giant  mail-order  pharmacy  network  and 
administers  drug-benefit  plans  for  60  million  workers. 

Lofberg  and  his  advisers  furiously  debated  how  to  re- 
spond. The  obvious  move  was  to  ally  with  a  Web  upstart. 
Some  prospective  partners  demanded  that  Medco  pay  them 
for  such  a  privilege.  But  Lofberg  ignored  the  bluster  and  de- 
cided to  go  it  alone. 

He  had  studied  managed  care  for  a  decade  and  knew 
that  assembling  the  enormous  infrastructure  required  to 
dispense  drugs  was  far  more  difficult  than  designing  a  spiffy 
Web  site.  That  burdensome  back  office,  he  soon  realized, 
was  Medco's  edge. 

Today  Medco  is  clobbering  the  competition.  Every  week 
it  processes  80,000  online  prescriptions,  raking  in  $8.5  mil- 
lion in  revenues — about  what  PlanetRx.com  sells  in  a  quar- 
ter. "The  myth  was  that  it  was  all  about  what  you  saw  on  the 
computer  screen,"  says  Lofberg,  who  has  been  a  frequent  Net 
user  since  his  family  first  subscribed  to  AOL  in  the  mid-1990s. 
Online  pharmacies  "had  a  pretty  presentation  on  the  com- 
puter, but  they  didn't  have  the  infrastructure.  [Our]  level  of 
sophistication  is  many  orders  of  magnitude  beyond  what 
these  companies  could  contemplate." 

Internet  sales  so  Ear  amount  to  less  than  5%  of  Medco's 
$15  billion  in  annual  revenue,  but  they  are  more  profitable  be- 
cause the  Web  cuts  labor.  Medco  typically  clears  only  a  few 
bucks  of  profit  on  a  mailed-in  order  but  can  double  that  on  an 
e-order.  Medco's  Web  presence  also  has  helped  it  win  clients, 
such  as  the  10  million  that  belong  to  United  HealthCare. 

These  days  Medco  spends  more  than  $100  million  a  year 
on  technology,  including  $20  million  or  more  on  Web  proj- 
ects. Its  site  now  gives  patients  personalized  data  such  as 
health-plan  details,  prescription  history  and  refill  reminders. 

Lofberg,  meanwhile,  has  stepped  back  from  daily  duties 

plore  needed  alliances  and  other  possible  ventures 

'   t  [erck.  Whatever  he  does,  he  VOWS,  "it  will  definitely 

to  do  with  the  Interne,."  — Robert  Langreth 
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DAVID  DYER 


Cannibalization  Is  Good 

Clothier  Lands'  End  was  quick  to  discover  what  a  lot  of 
retailers  now  know:  The  way  to  win  is  to  combine  the 
Web  with  a  traditional  distribution  channel.  For  some 
companies  that  other  channel  will  be  a  chain  of  stores.  In 
Lands'  End's  case,  the  other  channel  is  its  mail-order  business. 

Chairman  David  Dyer  figured  that  it  didn't  matter 
whether  his  10  million  customers  bought  by  phone,  fax  or 
PC;  the  goods  could  be  sorted,  packed  and  shipped  from  the 
same  800,000-square-foot  facility  in  Dodgeville,  Wis. 

So  last  year  Dyer  reduced  its  apparel  catalog  circulation 
by  18%,  saving  $43  million — close  to  the  firm's  total  annual 
profit.  But  the  plan  backfired:  So-called  core  catalog  sales  (es- 
sentially, clothing  for  adults),  which  account  for  60%  of  the 
business,  fell  9%.  That  sent  the  stock  reeling  from  $80  to 
where  it  now  languishes  at  $36. 

Frustrated  but  not  deterred,  Dyer  says  going  online 
wasn't  a  decision  to  be  dictated  by  Wall  Street.  "We  did  it  be- 
cause it  perfecdy  leverages  our  infrastructure  and  is  a  more 
profitable  model  long  term.  That's  why  we're  going  to  con- 
tinue to  do  it,"  he  vows. 

Last  year,  Lands'  End  doubled  online  sales  to  1 1%  of  the 
total,  or  $138  million — more  than  any  other  clothing  mer- 
chant. Its  site  helps  customers  in  ways  even  the  flashiest  cata- 
log cannot.  One  function  lets  shoppers  choose  a  swimsuit 
based  on  style,  body  shape,  even  on  how  to  camouflage  "anx- 
iety zones."  Another  lets  two  friends  at  different  computers" 
shop  together. 

In  the  fall,  400  in-house  phone  operators  trained  to  be- 
come personal  shoppers  who  guide  visitors  through  the  site, 
answering  questions  (by  phone  or  instant  messaging)  and 
pushing  specific  Web  pages  displaying  matching  or  tough-to- 
find  items.  Plans  are  in  the  works  for  a  feature  that  automat- 
ically suggests  accessories. 

Dyer  has  commerce  and  technology  in  his  blood.  Trained 
in  computer  engineering,  he  spent  1 7  years  in  retail  with  Fed- 
erated Department  Stores  before  joining  Lands'  End  in  1989 
as  managing  director  of  its  new  Coming  Home  catalog, 
which  features  furnishings.  He  left  as  vice  chairman  in  1994 
to  head  up  Home  Shopping  Network  but  returned  to 
Dodgeville  in  1998  as  chief  executive. 

There,  he  tied  bonuses  to  the  company's  overall  per- 
formance, eliminating  channel  conflict.  "We  don't  care  how 
we  get  the  sale,  as  long  as  we  get  it,"  he  says.  "Cannibaliza- 
tion is  good." 

Lands'  End  has  drawn  some  far-flung  Internet  talent  to 
the  middle  of  nowhere,  where  its  grassy  178-acre  campus 
shares  prairie  with  a  nearby  grain  elevator.  Sam  S.  Taylor, 
who  now  heads  international  operations,  worked  in  Paris  for 
Disney's  Go.com  before  coming  to  Dodgeville  (pop.  4,355). 

Striking  a  balance  between  print  and  cyberspace  is  tricky 
but  worth  it.  Some  20%  of  the  shop's  online  customers  last 
year  were  new  to  Lands'  End — and  many  were  younger  than 
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SHIFT.  INSTANTLY,  225 


HORSES  SNAP  TO  ATTENTION,  PROPELLING  YOU  DEFTLY  ON  YOUR  WAY.  The  Acura  3.2TL  features  a  5  speed 
!    automatic   transmission,   which    means   faster,    smoother   acceleration.    It   also    means   tha 
SportShift  mode,  you  can  manually  shift  through  each  gear   " 
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Upshift  once  more  as  the  open  road  beckons 


•w.acura.com  or  call  1-800-TO-ACURA. 


The  Acura  TL.   Starting  at  $28,400. 


its  core  demographic  of  35-to-54-year-olds.  That  spells  op- 
portunity for  Dyer.  "At  some  point  we'd  want  to  create  a  new 
brand  that  appeals  to  a  different  group,"  he  says.  "We'd  prob- 
ably launch  it  on  the  Internet." 

— Brett  Nelson 

DAN  NORDSTROM 


JEANNE  JACKSON 


Bring  the  Real  World  to  the  Web 


i 


Riding  the  Drafts 


In  the  early  1990s  J.  Daniel  Nordstrom  wanted  to  make 
his  family  business,  Nordstrom  department  stores,  a 
powerhouse  in  the  next  big  thing — shopping  via  interac- 
tive TV.  Instead  he  got  a  front-row  seat  when  the  glitzy  idea 
imploded.  His  conclusion:  "It's  very  expensive  and  time-con- 
suming to  be  at  the  absolute  leading  edge.  I  want  to  be  the 
first  guy  to  be  second.  It's  much  more  efficient  for  me  to  ride 
in  the  draft." 

So  as  the  Web  emerged  and  dot-coms  raced  for  "first- 
mover  advantage,"  he  embarked  on  a  more  familiar  strategy, 
creating  a  catalog  business  and  the  infrastructure  needed  to 
sell  directly  to  customers.  Then  came  the  first  Internet 
Christmas  in  1997,  and  Nordstrom  missed  out.  Consumers 
spent  millions  online,  but  the  retailer  had  only  a  standard- 
issue  corporate  Web  site.  No  sale. 

But  by  summer,  Nordstrom  was  back.  The  catalog  unit 
had  surpassed  $190  million  in  annual  sales,  and  the  company 
banked  off  of  it  to  set  up  Nordstrom.com  as  an  independent 
subsidiary.  Dan,  one  of  five  great-great-grandchildren  of  the 
retailer's  founder  on  the  payroll,  stepped  up  to  run  it. 
The  parent  company  held  on  to  an  84%  stake  and  won  back- 
ing from  Benchmark  Capital  and  others. 

Nordstrom.com  now  boasts  the  largest 
online  shoe  store,  offering  30  million  choices. 
Revenues,  including  catalog  sales,  were  $210 
million  in  fiscal  1999.  In  late  June  the  site  un- 
veiled "boutiques"  of  designer  merchandise. 

Like  its  parent,  Nordstrom.com  started 
with  shoes,  which  turned  out  to  be  neatly  or- 
ganized for  the  Web.  Just  as  Amazon.com  did 
with  books,  Nordstrom  used  its  close  ties  with 
shoemakers  to  bypass  the  need  for  huge  ware- 
houses. Nordstrom.com  stocks  about  20%  of 
the  footwear  it  features  and  relies  on  its  suppli- 
ers to  ship  the  rest  directly  to  customers. 

Within  two  years,  Nordstrom  says,  his  in- 
store  stall  will  act  as  personal  shoppers  for 
customers,  sending  them  rich,  multimedia 
e-mails  that  describe  upcoming  fashions 
tailored  to  their  tastes.  And  as  other  compa- 
nies pioneer  new  ideas  on  the  Web,  Nord- 
strom will  track  them  closely  and  borrow 
liberally. 

"I  don't  need  to  do  all  the  experiments," 
he  says  "I  just  need  to  see  who  survives  to 
go  to  the  next  level." 


■  t  was  June  2  and  the  basketball  arena  at  the  University  o: 
Arkansas  was  packed  with  18,000  people  for  Wal-Mart's 
.  annual  meeting.  Jeanne  Jackson,  newly  appointed  chief 
executive  of  Wal-Mart.com,  knew  that  many  were  Wal-Mart 
employees. 

Don't  be  intimidated  by  all  the  400-pound  words  used  to 
describe  the  Internet,  she  told  them.  "Let's  do  a  little  transla- 
tion," Jackson  proposed.  "'Sticky  applications,'  We've  been 
talking  about  that  for  a  long  time.  It's  great  customer  service 
that  keeps  them  coming  back.  'Disintermediation.'  That's 
just  an  efficient  supply  chain.  Wal-Mart's  been  doing  that 
for  years." 

Jackson  is  just  the  person  to  translate  the  Web  into  strate 
gies  for  a  merchandising  giant  like  Wal-Mart.  Although  her 
roots  are  in  retail,  she  was  an  early  Web  user,  helping  the  Gap 
put  together  its  Internet  strategy.  The  technology  didn't  scare 
her.  Instead,  she  became  convinced  that  good  merchandising 
in  the  classic  sense — not  software — would  ultimately  deter 
mine  which  companies  became  big  on  the  Web. 

Wal-Mart  executives,  on  the  other  hand,  had  not  had  an 
easy  time  with  the  Web.  Two  homegrown  efforts  to  build  a 
Wal-Mart  Web  presence  fizzled.  Last  December  competitor 
Kmart  cut  a  deal  with  Softbank  Venture  Capital  to  back  an 
independent  company  that  would  put  Kmart  online.  In 
early  January  Wal-Mart  also  said  it  would  launch  a  startup 
in  Silicon  Valley  with  a  venture  firm,  Accel.  Jackson  joinec 
in  March. 


E-gang  1999  revisited 

M 


embers  of  last  year's  E-gang 
have  had  mixed  success  as 
they  challenge  established 
rules.  Everyone  had  a  bumpy  stock 
ride  this  year.  Robert  Knowling's 
Covad  is  down  about  40%.  Eugene 
Hoffman's  Emusic.com  has  plunged 
85%  in  market  capitalization  to  $100 
million.  The  addictive  popularity  of 
downloaded  music  didn't  help;  in 
June  Emusic  laid  off  20%  of  its 
work  force. 

But  even  after  the  flop  of  Web 
stocks,  Eric  Brewer's  Inktomi  and 
David  Hayden's  Critical  Path  have 
both  nearly  doubled  in  value  since 
last  summer.  The  year  was  also  kind 
to  Donna  Dubinsky's  Handspring.  It 
rolled  out  its  Visor  to  strong  reviews 
and  in  June  raised  $200  million  in  a 
public  offering,  despite  market  skit- 


tishness.  Bill  Gross'  Idealab  has 
been  less  fortunate.  It  filed  to  go 
public  in  April  but  hasn't  proceeded 
and  its  spinoffs,  such  as  Etoys  and 
Emachines,  are  struggling. 

Linus  Torvalds,  patron  saint  of 
the  "open  source"  software  move- 
ment, is  still  hot,  this  time  because 
of  his  day  job  as  a  programmer  for 
Transmeta's  Crusoe  chip  for  wire- 
less computing.  Ebay  is  profitable, 
but  Chief  Meg  Whitman  has  en- 
dured a  few  headaches:  a  seller  ac- 
cused of  submitting  bogus  bids  to 
puff  up  the  price  of  a  painting  he 
was  selling;  Justice  Department 
scrutiny  of  possibly  anticompetitive 
practices;  and  the  "denial  of  ser- 
vice" hacker  attacks  that  plagued 
many  corporations  this  year. 

—Jennifer  Godwii 
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YOU. 


When  airlines  form  an  alliance,  there's 
often  something  missing.  You.  That's  why 
we've  created  SkyTeanrT.  Together,  we  are 
committed  to  offering  you  the  highest  level 
of  privileges  including  complimentary  lounge 
access*  and  fast,  easy  access  to  elite  status. 
And  as  well  as  receiving  priority  treatment, 
you'll  always  be  welcomed  with  a  friendly 
smile  across  all  four  corners  of  the  globe. 
For  more  information  visit  skyteam.com 
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Caring  more  about  you 
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IfWal-Mart.com  is  a  hit  it  will  ultimately  benefit  from 
the  powerfully  efficient  product  distribution  system  that 
enables  physical  Wal-Mart  stores  to  offer  diverse  goods  at 
uniformly  low  prices.  Jackson  also  hopes  Wal-Mart.com 
can  re-create  the  emotional  component  of  shopping  at  a 
store.  In  the  real  world,  "you  walk  in  and  you're  greeted 
by  a  greeter.  You  feel  welcome.  We've  got  to  figure  out  how 
to  do  that  online." 

She  hopes  to  avoid,  by  contrast,  what  she  calls  the 
"rigidity"  of  Wal-Mart  systems.  For  instance,  all  Wal-Mart 
merchandise  is  classified  into  36  departments,  largely  for 
accounting  purposes.  The  categories  were  set  up  in  the 
store's  early  days  and  had  a  lot  to  do  with  the  fact  that  NCR 
cash  registers  had  36  keys.  As  Wal-Mart  broadened 
its  wares,  new  goods  were  added  to  whatever  category 
seemed  handy. 

This  is  no  problem  for  store  managers  laying  out  goods 
on  an  acre  of  floor  space.  They  arrange  their  wares  to  best 
suit  their  local  customers.  But  when  Wal-Mart  put  goods  on- 
line, designers  organized  the  site  according  to  those  36  cate- 
gories, a  choice  that  put  sunglasses  in  the  automotive  depart- 
ment. By  pullingWal-Mart.com  out  of  the  company,  Jackson 
maintains,  she  has  more  freedom  to  follow  existing  protocols 
or  design  new  ones.  Maybe  you  put  sunglasses  near  suntan 
lotion  instead  of  mufflers. 

Like  physical  store  managers  Jackson  must  first  make  sure 
the  infrastructure  is  sound.  "The  next  six  months  are  about 
making  sure  there  are  no  leaks  in  the  roof,  the  lights  stay  on 
and  the  parking  lot  is  open  for  business,"  she  says.  Internet 
translation:  make  sure  the  site  is  well-designed  and  does  not 
crash,  no  matter  how  many  customers  show  up.  Wal-Mart 
customers  won't  tolerate  an  unreliable  site  simply  because, 
say,  a  server  is  skittish.  They  demand  good  service  in  physical 
Wal-Mart  stores,  Jackson  says.  They  will  expect  the  same  level 
of  service  from  Wal-Mart.com.  "My  biggest  fear  is  that  we'll 
do  something  to  disappoint  customers,"  she  says. 

"In  retailing,  the  rules  have  always  been  he  who  listens  to 
the  customers,  wins,"  she  says.  And  even  online,  "that's  what 
still  counts." 

CHARLES  SCHWAB 


Beating  Weblets  at  Their 
Own  Game 

Charles  Schwab  has  long  been  willing  to  place  big 
bets  on  technology.  In  the  late  1970s,  when  his  firm 
was  only  a  few  years  old,  he  decided  he  needed  to 
own  a  mainframe  for  the  business  to  grow,  even  though 
its  price  tag  equaled  almost  a  year's  revenues. 

Like  that  computer  gamble,  Schwab's  decision  to 
realign  its  core  business  with  its  Web  practice  has  paid 
off  handsomely.  Every  week,  Schwab's  Web  site  handles 
transactions  of  assets  vorth  $25  billion.  In  the  first 
quarter  of  this  year  Schw;  b  customers  did  80%  of  their 
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trades  online,  making  Schwab  the  largest  online  broker. 
Gomez  Associates,  a  Web  research  firm  in  Massachusetts, 
recently  ranked  Schwab  as  its  top-trading  Web  site,  besting 
E-Trade. 

Even  though  Schwab  has  long  invested  in  technology, 
winning  that  top  spot  meant  taking  a  $100  million 
risk.  In  late  1994  young  employees  approached 
Schwab,  asking  him  for  funds  to  explore  how  the  Internet 
might  touch  the  firm's  business.  Schwab  demanded 
to  know  if  the  technology  was  reliable  and  whether  they 
could  protect  investors'  assets  online.  "I  said,  'Can  you 
solve  those  two  things?'"  Schwab  recalls.  They  did.  Schwab 
now  claims  to  have  the  largest  secure  commercial  Web  site 
in  the  world. 

In  late  1995  the  firm  created  an  independent 
"e. Schwab"  division.  "We  thought  if  we  tried  to  do  the  In- 
ternet on  a  larger  scale  it  wouldn't  be  as  successful," 
Schwab  says.  E.Schwab  charged  customers  low  trading 
transaction  fees  (typically  $30  a  trade)  but  customers  had 
to  use  the  Web.  Customers  paid  more  if  they  placed  their 
orders  over  the  phone  and  almost  twice  as  much  if  they 
went  to  a  branch.  They  also  had  access  to  more  services  in 
the  branch. 

E.Schwab  grew  quickly — and  so  did  customers'  frustra- 
tions. "It  was  confusing  and  kludgy,"  Schwab  recalls.  "It 
wasn't  Schwab-like  in  its  customer  focus.  It  was  obvious 
that  customers  didn't  feel  good  about  the  nonintegrated 
services." 

Schwab  and  David  Pottruck,  co-chief  executive,  faced  a' 
tough  decision:  keep  e. Schwab  separate  or  merge  it 
back  into  the  company's  mainstream  services?  Uniting  the 
services  meant  reducing  trading  fees  to  $30 — a  move 
that  executives  estimated  could  cost  the  firm  $100 
million  in  lost  revenues.  But  Schwab  didn't  hesitate. 
"We  had  risked  the  position  of  the  company  any  number  of 
times,"  Schwab  says.  It  sacrificed  hefty  potential  revenue 
in  1992  when  it  introduced  no-fee  IRAs  and  debuted 
no-load  mutual  funds.  "They  were  huge  risks,  but  we 
thought  they  were  better  for  the  customers,"  he  says.  So 
was  online  trading. 

The  predictions  proved  correct.  After  Schwab  reinte- 
grated its  e-business  in  January  1998,  revenues  fell,  and 
with  it  the  stock  price.  Brokers  grumbled  about  changing 
fee  structures  for  existing  clients.  But  within  a  year, 
Schwab's  growth  shot  up:  Online  assets  nearly  doubled  to 
$219  billion.  The  firm's  online  customers  almost  doubled 
up  yet  again  in  the  following  year;  their  Schwab  accounts 
now  approach  a  total  $420  billion. 

The  big  payoff  is  yet  to  come.  With  the  servers  in  place, 
Schwab  hopes  that  the  firm  can  double  the  assets  under  its 
roof  yet  again  within  five  years'  time  without  anything 
close  to  a  doubling  in  the  size  of  the  staff. 

"Yeah,  we've  made  mistakes.  But  if  we  waited  for  all 
things  to  be  proven,"  Schwab  says,  "I'd  still  have  100 
employees."  F 
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It's  one  Net.  Dive  in. 


You  can't  conquer  the  world  of  eBusiness  being  a  lonely  fish  in  an  isolated  pond.  You  need  the  freedom  to 
connect.  So  your  employees,  partners,  suppliers  and  customers  can  work  together.  .And  all  their  different 
operating  systems,  intranets,  extranets  and  the  Internet,  can  work  as  one  Net.  Securely  and  reliably.  That's  the 
strength  of  Novell's  Net  services  software.  It  lets  existing  technology  work  together.  .And  gives  you  the  power 
to  change  your  eBusiness  as  fast  as  the  Net  economv.  So  dive  in  at  www.novell.com 
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ACT  TWO, 
SCENE  ONE 

Dale  Sundby  has  a  great  new  idea  to  solve  a  growing  problem 
on  the  Internet.  Haven't  we  heard  from  this  guy  before? 


BY  KELLY  BARRON 

WHEN  HE  WAS  A  TEEN,  IN- 
ternet  entrepreneur  Dale 
Sundby  nearly  died  in  a 
car  accident  on  the  free- 
way. After  four  months  of 
recuperation  in  the  hospital  and  a  year 
of  rehabilitation  and  reconstructive 
surgery,  he  emerged  intact.  But  up  until 
a  couple  of  years  ago  Sundby,  48,  claims 
he  was  still  picking  out  slivers  of  glass 
from  his  eyelids. 

This  is  a  guy  who  isn't  easily  de- 
terred— and  who  has  a  flair  for  the 
fantastic.  "He  can  be  as  convincing  as 
any  person  on  the  planet,"  says  David 
Carlick,  a  venture  capitalist  with  San 
Bruno,  Calif.-based  VantagePoint  Ven- 
ture Partners  and  a  former  Sundby 
colleague. 

But  a  good  story  only  goes  so  far. 
Just  two  years  ago  Sundby  gained  noto- 
riety as  a  Silicon  Valley  flameout  when 
his  ballyhooed  Web  marketing  com- 
pany, PowerAgent,  ceased  operations. 
Promoting  the  company  as  the  next 
Yahoo,  Sundby  hoped  to  eliminate  junk 
e-mail  and  misguided  Internet  ads  by 
creating  a  massive  one-to-one  online 
marketing  program  where  companies 
could  target  willing  consumers.  But 
after  burning  through  at  least  $15  mil- 
lion in  ten  months,  PowerAgent  im- 
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ploded  before  getting  off  the  ground. 

Now  Sundby  is  back  with  another 
ambitious  idea  and  more  big-time 
backers.  Again  he  is  trying  to  remedy  a 
vexing  Internet  problem:  how  to  marry 
the  online  shopping  experience,  which 
mostly  involves  consumer  research, 
with  the  offline  reality  of  shoppers  pur- 
chasing goods  in  real  stores.  Sundby's 
solution  is  to  create  a  large  Internet 
shopping  network  called  StoreRunner 
that  includes  brand-name  retailers  and 
droves  of  local  mer- 
chants. By  browsing 
products  on  StoreRun- 
ner's  Web  site  and  on 
other  sites  where  it  is 
distributed,  consumers 
will  be  able  to  compare 
and  shop  virtually  on 
PCs  or  wireless  devices 
and  then  buy  locally,  if 
they  wish  (see  box,  p.  1 78). 

He's  definitely  onto  something.  For 
every  $1  spent  on  the  Internet  con- 
sumers spend  $8  in  real  stores,  reports 
Jupiter  Communications,  the  Internet 
consultancy.  And  Sundby,  a  onetime 
college  quarterback,  talks  a  good  game. 
"I  hope  to  be  the  America  Online  for 
merchants,"  he  says.  He  predicts  Store- 
Runner's  revenues  will  zoom  to  $120 
million  next  year  from  $15  million  this 


SUNDBY  "CAN  BE 
AS  CONVINCING 
AS  ANY  PERSON 
ON  THE  PLANET" 


year — drawing  a  loud  guffaw  from 
Daniel  Ciporin,  chief  executive  of  Deal- 
Time.com,  a  competitor. 

Sundby  has  his  converts.  CBS  ac- 
quired a  40%  equity  stake  in  StoreRun- 
ner by  ponying  up  $100  million  worth 
of  advertisements  on  its  television  net- 
works, radio  stations  and  billboards 
over  a  six-year  period.  Recalling  his  45- 
minute  meeting  with  CBS  Chairman 
Mel  Karmazin,  Sundby,  who  drops 
names  the  way  Rockefeller  passed  out 
dimes,  recalls,  "I  said,  'Mel,  we're  in  the 
same  business:  advertising.'  "  Karmazin 
has  said  he  is  excited  about  StoreRun- 
ner's  approach  to  national  and  local 
marketing.  Sundby  also  raised  a  com- 
bined $50  million  from  Times  Mirror, 
Polaris  Venture  Partners,  Compaq 
Computer  and  oil,  railroad  and  fiber- 
optics  billionaire  Philip  Anschutz. 

Sundby's  pitch  is  impressive.  He 
leaps  up  from  a  conference  room  table 
in  his  San  Diego  office,  grabs  a  blue 
Magic  Marker  and  draws  a  bunch  of 
circles  on  the  board  to  explain  the  con 
cept.  It's  a  scheme  of 
spiraling  numbers. 

It  starts  with  700 
big-name  retailers 
Nordstrom,  Macy's  and 
Oshman's  Sporting 
Goods,  for  example, 
have  agreed  to  partici- 
pate with  StoreRunner 
in  8,000  product  cate 
gories,  from  apparel  and  jewelry  to 
sporting  goods  and  books.  Then  there 
are  6  million  to  8  million  local  mer- 
chants Sundby  hopes  to  entice  online  to 
advertise  their  products.  These  shops 
must  feed  updated  product  and  pricing 
information  to  StoreRunner,  whose 
"runners" — people  who  input  and  cull 
the  data — refresh  the  network  daily  with 
new  information. 

Sundby  envisions  the  Web  site 


: 


Impressive  pitch:  Sundby  has 
onvinced  CBS  and  Times 
Mirror  to  put  up  big  bucks. 
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just  a  showcase  for  the  StoreRunner 
brand,  hoping  ultimately  to  embed  the 
StoreRunner  network  into  major  Inter- 
net service  portals,  delivering  mer- 
chants millions  of  consumers.  Thus  far 
he's  signed  a  deal  to  link  StoreRunner 
to  Juno  and  GTE's  Superpages.com. 
"StoreRunner  fills  out  a  content  gap  we 
have,"  says  Patrick  Marshall,  vice  presi- 
dent of  marketing  with  GTE.  "It's  ex- 
tremely synergistic." 

A  potentially  big  payoff:  StoreRun- 
ner will  collect  25  cents  from  retailers 
for  every  click  a  consumer  makes  on 
their  virtual  storefront,  charging  for 
links  to  retailers'  individual  Web  sites, 
as  well  as  for  designing  Web  stores  for 
local  merchants,  and  for  banner  ads. 
Now  the  leap  of  faith — by  the  fourth 
quarter  Sundby  brazenly  predicts  that 
StoreRunner  will  reach  as  many  as  60 
million  users  as  his  network  expands. 

The  son  of  an  air-conditioner  in- 
staller, Sundby  grew  up  in  Fargo,  N.D. 
and  studied  math  at  Concordia  College, 
Moorhead,  Minn.,  where  the  car  acci- 
dent derailed  his  dreams  of  becoming  a 
pro  football  player.  After  graduation  he 
became  a  salesman  at  IBM,  and  eventu- 
ally managed  its  Silicon  Valley  offices. 
Sundby  had  bigger  plans,  investing  in 
more  than  30  companies.  He  became 
chief  executive  of  one  of  them — San 
Diego-based  Marq  Technologies,  where 
he  spurred  an  effort  to  create  a  mouse- 
based  image  scanner  for  computers. 
But  a  lukewarm  response  to  the  prod- 
uct prompted  investors  to  sell  the  as- 
sets. Sundby  moved  on  to  head  up  a 
San  Diego  law  firm. 

Still  captivated  by  computers  and 
the  Internet,  he  toyed  with 
the  idea  of  creating  a  data- 
base of  consumers  who  were 
paid  to  fill  out  questionnaires 
about  ads  they  were  inter- 
ested in  receiving.  Compa- 
nies could  then  reach  specific 
consumers,  shooting  them  e- 
mails,  flashy  banner  ads  and 
promos.  St.  Paul  Venture 
Capital,  Draper  Fishei  |ur- 
vetson  and  others  invested  in 
l'ower Agent.  Electronic  Data 
.  which  pledged  to 


chip  in  $10  million,  provided  technical 
services  for  the  Web  site's  operation. 

But  product  development  delays 
impeded  the  launch,  according  to  ven- 
ture capitalist  and  onetime  Power- 
Agent  senior  executive  David  Carlick. 
(Sundby  denies  there  were  delays.) 
Sundby  was  also  criticized  for  spending 
opulently — a  charge  Carlick  disputes, 
saying  the  company  was  run  out  of  an 
East  Palo  Alto  warehouse  with  a  side- 
door  entry.  When  PowerAgent  was 
nearly  out  of  funds,  Sundby  claims  EDS 
reneged  on  its  financing.  He  struck 
back,  hiring  famed  attorney  David 
Boies,  who  represented  the  U.S.  De- 
partment of  Justice  in  its  antitrust 


HE  STRUCK  BACK,  HIRING 
ATTORNEY  DAVID  BOIES  TO 

SUE  EPS  FOR  $IQ  BILLION, 


battle  against  Microsoft,  to  sue  EDS  for 
an  astonishing  $10  billion  over  its  deci- 
sion to  alter  its  promised  financing. 
(The  case  is  now  headed  for 
arbitration.) 

StoreRunner's  mettle  will  be  proven 
in  a  tough  market  in  which  other  shop- 
ping agents  that  allow  consumers  to 
compare  prices  and  buy  online  already 
exist.  DealTime.com,  for  example, 
ranks  thirteenth  among  all  online 
shopping  sites,  drawing  5  million 
unique  visitors  a  month,  according  to 
PC  Data.  Sundby,  who  insists  he  is  get- 
ting millions  of  visitors  each  month,  ar- 
gues that  he  offers  the  added  value  of 


local  merchants.  But  convincing  all 
those  neighborhood  flower  stores  and 
shoe  shops  to  go  online  won't  be  easy. 
Sundby  admits  as  much.  "There's  no 
way  we  can  make  a  connection  between 
the  sale  in  a  store  and  an  online  experi- 
ence," he  says. 

Still,  he  hopes,  smaller  shops  will  see 
the  competitive  advantage  of  signing 
up  with  a  network  that  has  hundreds  of 
thousands  of  retailers.  Wishful  think- 
ing. So  far  merchants  on  StoreRunner 
number  in  the  low  thousands. 

Selling  his  service  like  time  shares 
in  Barbados,  Sundby  is  trying  to  lure 
local  merchants  to  hotel  banquet 
rooms  for  StoreRunner  seminars.  He'd 
like  to  draw  15,000  small  re- 
tailers to  these  sales  pitches 
every  month,  signing  up  half 
of  them.  But  StoreRunner's 
top  advertising  executive, 
Larry  T  Mcintosh,  acknowl- 
edges that  attendance  is  low. 
CBS  and  GTE  will  lend  a  hand 
here,  offering  up  their  combined  5,000- 
person  sales  forces,  while  making  their 
other  sales  calls. 

Now  to  work  out  the  bugs.  Among 
them:  how  to  enable  local  merchants 
to  provide  current  inventory  infor- 
mation to  StoreRunner  so  a  consumer, 
led  to  the  store  via  the  Internet,  can  be 
sure  the  product  is  actually  in  stock. 
There  are  still  snafus  on  the  basic  sys- 
tem. Shopping  for  a  camera  recently, 
this  reporter  had  trouble  locating  any 
local  merchants  in  the  entire  state  of 
New  Jersey. 

But  why  let  details  spoil  a  good 
story?  F 


SHOPPING  ON  A  WHIM 

You've  just  landed  in  Jackson  Hole,  Wyo.  for  a  white-water  rafting  trip.  But  you've  forgotten 
your  beloved  Patagonia  slicker.  What  to  do?  Get  on  your  laptop,  connect  to  the  Internet  and 
browse  StoreRunner.com  for  the  nearest  retailers  carrying  Patagonia.  While  en  route  you 
can  compare  prices  and  products  by  shopping  virtually  before  buying  locally.  StoreRunner's  goal: 
Link  consumers  via  mobile  phones  to  stores  within  a  mile  of  wherever  they  are. 

Behind  the  scenes  retailers  feed  StoreRunner's  database  with  product  and  pricing  information. 
Each  day  80%  of  StoreRunner.com's  content  is  refreshed.  The  company  is  working  on  technology 
that  will  enable  retailers  to  provide  real-time  inventory  data  by  tapping  into  point-of-sale  informa- 
tion at  cash  registers.  Another  trick:  developing  software  to  allow  large  chains  to  promote  special 
merchandise  at  specific  locations.  —K.B. 
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THERE'S   SOMEONE 


RT  VOUR   DOOR. 


Internet  world  is  knocking.  P5INet  helps  your  business  answer    Ve  five  you  all  the     ::    i 
i  to  maximize  on-line  communications.  Everything  from  multicurrency  e-commerce  and  dedicated 
to  ing  to  multimedia  se-»   ces     pr   vate   IP  networking,  and  more.   Its  \ 

■  t  we've  done  for  thousands  of  small-  and  medium-sized  companies        ■^^■■^B 
m  ell  as  more  than  a  third  of  the  Fortune  500*.  Your  opportunity  is  knocking        r^^^ll^iGX 
lli  the  door.  Call  or  contact  PSINet  at  1-8DD-431-6942  or  www.psinet.com.         --  =    rtecw 
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ROCKEFELLERS 
IN  THE  HOOD 

A  nonprofit  program  that  teaches  inner-city 
kids  how  to  become  entrepreneurs. 


BY  TOMAS  KELLNER 

FROM  AFAR,  TAMARA  HUNTER'S  IN- 
ternet  venture  looks  like  most  dot- 
coms— it  makes  almost  no  money. 
Look  again.  Hunter,  18,  has  zero  ven- 
ture capital,  no  full-time  staff,  no  office. 
But  she  does  have  a  promising  business: 
an  online  magazine  (and  a  print 
counterpart)  for  black  teenagers — 
KuMimagazine.com — devoted  to  fam- 
ily, education,  leadership  and  cultural 
events.  She  does  nearly  all  the  work 
herself  and,  to  pay  her  bills, 
she  started  temping  at  $12 
an  hour  at  a  T.  Rowe  Price 
computer  center.  She's  been 
holding  on  like  this  for  the 
last  three  years. 

Hunter  also  studies  busi- 
ness administration  at  Tow- 
son  University  in  her  native 
Baltimore.  But  she  learned 
the  basics  from  the  National 
Foundation  for  Teaching  En- 
trepreneurship.  The  New 
York  City-based  nonprofit 
group  teaches  low-income 
and  at-risk  kids  how  to  run 
a  small  enterprise — business 
plans,  I'M.  statements,  prod- 
uct development,  market- 
ing— through  1 1  chapters  in 
nine  states. 

Thirteen-year-old  NFTE  is 
the  brainchild  of  Steve  J.  Mar- 
iotti,  a  former  businessman 
and  public  school  teacher 
who  launched  the  organiza- 
tion after  he  was  mugged  by  a 
gang  of  kids  on  Manhattan's 
1  ower  East  Side  and  ivbbed 
of  $  1 0.  "  1 1  started  as  a  w .  to 
gel  over  the  feeling  of  frustra 
lion  and  anger,"  he  recalls.  "1 
realized  1  had  to  go  to  the 
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community  to  purge  it 
from  my  system." 
What  emerged  was  a 
two-week  course  to 
transform  "street 
smarts  into  business 
smarts,"  Mariotti  says. 
With  sponsors  like  Mi- 
crosoft and  Goldman 
Sachs,  NFTE  operates  on  a  $6-million-a- 
year  budget,  giving  students  access  to  big- 
wigs like  Michael  Milken,  Henry  Kravis 
and  Charles  Koch.  Valedictorians  walk 
out  with  up  to  $5,000  in  startup  capital 
and  free  legal  services.  So  far  31,000  kids, 
most  of  them  African-American,  have 
gone  through  the  program;  36%  went  on 
to  start  their  own  businesses,  ranging  in 
annual  revenues  from  $500  to  $500,000. 
Some,  like  Hunter,  are  struggling 
but  persistent.  She  grew  up  in  the 


Woodlawn  section  of  Baltimore  with 
her  mother  and  older  brother  (her  fa- 
ther left  when  she  was  still  in  elemen- 
tary school).  With  a  knack  for  comput- 
ers, Hunter  launched  her  own  Web  site 
at  age  15  and  had  a  hankering  to  be  her 
own  boss.  She  discovered  BizTech,  the 
online  version  of  BizCamp,  NFTE's 
trademark  summer  course.  "I  was  fa- 
miliar with  the  Internet,"  she  says. 
"NFTE  taught  me  how  to  make  money 
off  something  you're  good  at." 

So  far  business  has  been  slow,  de- 
spite the  3%  commissions  from  books 
sold  from  her  Web  site.  Hunter  spends 
20  hours  a  week  on  her  business  but 
made  only  $  1 ,000  last  year,  mosdy  from 
magazine  subscriptions  and  advertis- 
ing. "When  I  started,  I  thought  I'd  have 
more  help,"  she  says.  "But  when  you 
have  an  idea,  you're  the  one  who  has  to 
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carry  it  out  and  make  the  sacrifices." 

Malik  Armstead,  29,  has  been  mak- 
ing them  a  long  time.  As  a  high  school 
student  in  Philadelphia's  mostly  black 
neighborhood  of  Overbrook,  he  sold 
home-baked  cakes  and  pies  during 
lunch  breaks.  His  junior  year  he  signed 
up  for  BizCamp,  held  at  the  University 
of  Pennsylvania.  "I  had  no  concept  of 
starting  and  running  a  business,"  he 
says.  "I  thought  it  took  at  least  $1  mil- 
lion, but  NFTE  taught  me  I  could  do  it 
with  $100."  With  profits  from  a  small 
retail  operation,  buying  previous  sea- 
sons' clothes  from  a  Banana  Republic 
warehouse  and  reselling  them,  he  put 
himself  through  Morehouse  College. 

After  graduation  Armstead  landed  a 
job  as  an  analyst  on  Morgan  Stanley's 
junk-bond  desk.  He  stayed  for  30 
months,  then  left  in  1996  to  pursue  his 
dream — opening  a  soul-food  restaurant. 
Armstead  always  fancied  himself  a  good 
cook,  having  grown  up  making  meals  for 
his  family.  Settling  in  Clinton  Hill  in 
Brooklyn,  he  went  looking  for  a  $50,000 
bank  loan  for  his  restaurant-to-be,  Five 
Spot.  Not  a  chance.  So  Armstead  dug 
deep.  He  and  his  fiancee,  Kim  France, 
put  up  $30,000  from  their  savings. 

Today  Five  Spot  is  grossing  $80,000 
on  revenues  of  $300,000,  selling  smoth- 
ered pork  chops,  collard  greens,  candied 
yams  and  sweet  iced  tea.  Armstead  is 
spending  $200,000  of  his  own  money 
on  expanding  next  door  to  open  a  bar 
and  a  seating  area  for  150  guests.  The 
new  space  is  scheduled  to  open 
in  August,  and  he  figures  that 
lm  revenue  will  quadruple. 
"I've  been  bootstrapping  all  the 
way,"  he  says.  "If  it's  gotta  get 
done,  put  your  head  down,  roll 
your  sleeves  up  and  get  your  el- 
bows moving." 

lames  McNeal,  28,  has 
learned  to  keep  his  elbows  at 
his  sides.  He  grew  up  in 
Williamstown,  N.I.,  but  liked  to 
hang  out  with  his  cousins  in 
the  rougher  parts  of  West 
Philadelphia.  To  keep  him  out 
of  trouble  his  dad  pushed 
limmy  to  go  to  a  BizCamp 
when  he  was  16.  "It  changed 
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my  life,"  he  says.  He  started  a  string  of 
businesses,  including  a  cycling-team 
sponsorship  and  an  entertainment- 
marketing  business,  and  one  year  pulled 
in  sales  of  $300,000.  Along  the  way  he 
learned  the  art  of  networking.  Through 
NFTE,  he  met  Michael  Milken,  who  set 
up  a  meeting  with  a  vice  president  at 
Time  Warner  so  that  McNeal  could 
pitch  some  of  his  rap  artists.  "I  paused 
when  Milken  offered  help,  but  I  knew 


Not  spinning  his  wheels: 
Jimmy  McNeal's  latest  gig 


that  around  these  guys,  you  don't  ask 
for  money,"  says  McNeal.  "You  build 
relationships  and  resources,  which  are 
way  more  important  than  venture  cap- 
ital." His  promo  company  ended  up 
doing  deals  with  Reebok,  Ruff  House 
Records  and  the  Greg  Norman  cloth- 
ing collection. 

McNeal  is  now  chief  executive  of 
Manhattan-based  Bulldog  Bikes. 
Launched  last  October,  the  company 
makes  customized  frames  for 
extreme  bike  racing  and  is  al- 
ready pulling  in  about  $10,000  a 
month.  Some  lessons  of  the  past 
stick  with  him.  "On  the  street 
you're  more  alert,  you've  got  to 
understand  the  characters 
around  you  and  be  fast,"  he  ex- 
plains. "Same  thing  in  the  cor- 
porate boardroom."  He  claims 
to  have  applied  this  wisdom  in 
a  cross- marketing  deal  with  The 
Source,  a  hip-hop  magazine,  and 
in  signing  up  Jason  Richardson, 
world  champion  extreme  biker, 
for  a  promotional  tour.  Says  Mc- 
Neal: "Never  show  your  cards  or 
tell  people  too  much."  F 


When  the  Aswan  High  Dam  needed 
dramatic  increase  in  efficiency  and 
ependability  —  a  real  overhaul  and 
aodernization  -  62  million  Egyptians 
ut  their  trust  in  the  hands  of  specialists 
nd  one-of-a-kind  thinkers. 

The  PPL  team  from  Allentown. 

Our  resolve:  a  contemporary  Nile 
reated  by  computerizing  the  dam, 
:moving  the  obsolete  electro-mechanical 
Dntrols,  modernizing  the  entire  system, 
laximizing  the  efficiency. 

It  makes  sense  to  us  that,  if  we  can 
.'generate  the  Aswan  High  Dam,  we 


We  deliver  on  our  power.  We  deliver 
on  our  promises. 

So  to  all  the  Lawrences  of  Allentown- 
Barry,  Ray,  Charlie, Wally,  Chris- a  salute. 
Each  of  you  has  earned  our  gratitude,  the 
admiration  of  the  Egyptians,  and 
the  respect  of  the  camels. 


can  help  resolve  your  problems. 

We're  one  of  the  largest  national  and 
global  resource  and  delivery  companies 
in  the  world. 

How  a  ''click 


1.  The  new  central  nervous  system  of  the  dom  (microprocessor  controlled)  monitors  oil  changes 
ond  responds  immediately  so  problems  ore  ovoided. 
Ys  on  olert  all  the  time.  In  effect,  it  stays  awake 

I  Egypt  sleeps. 

2.  The  data  acquisition  system  records  oil  the 
fiformction  within  o  millisecond  of  the  occurrence. 
t  logs  every  change  in  the  plont's  status,  allowing 
v  on  accurate  evaluation  of  its  performance 


3.  Plant  operators  will  be  provided  with  the 

ulennium's  finest  interfaces.  These  will 

ystemoticoly  break  down  a  problem  into  several 

amprehensive  components  It  saves  time,  monpower,  money.  And  gets  the  operator  to  react  before 

i  problem  becomes  o  maior  problem*" 


of  the  mouse 

changes  the  flow 

oftheNWe 

We  bring  electricity  to  the  jungles 
of  Peru,  help  Ukraine's  power  suppliers 
function  in  a  free-market  economy,  and 
operate  power  plants  in  Spain. 
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LIBRARIANS  AT  THE  GATE 

The  deans  of  Dewey  decimal  just  want  a  piece  of  the  action. 


BY  JENNIFER  GODWIN 

OKAY,  SO  THEY'RE  NOT  EXACTLY 
the  swashbuckling  type.  But  is 
there  any  reason  that  librarians 
can't  become  Internet  entrepreneurs? 

"The  whole  New  Economy  is  based 
on  information,  but  information  with- 
out access  to  it  is  no  good,"  says  Lynn 
Boyden,  who  recently  quit  as  an  admin- 
istrator at  the  Information  Studies  De- 
partment at  U<  I  A  for  a  job  at  e-consul- 
tancy  Arc.  "What  they  teach  you  in 
library  school  is  that  you  have  to 
process  raw  data  to  g<  I  information,  in- 
formation to  get  k:  owledge,  and 
knowledge  to  get  wisdoi , 

To  turn  wisdom  into  i  >oney,  this 

-  top  of  risk-takers  is  trying  to  mine 

a  category  called  "meta-data,"  jar  on  for 


information  about  information.  Anir- 
van  Chatterjee  is  using  the  classic  form 
of  meta-data — a  bibliographic  descrip- 
tion similar  to  the  ones  typed  onto  those 
billions  of  old  card  catalog  entries — to 
power  a  popular  comparison-shopping 
engine  for  books.  His  Berkeley,  Calif.  - 
based  company  is  BookFinder.com. 

Chatterjee,  23,  first  engineered  the 
site  as  a  class  project  for  an  information 
systems  course  at  the  University  of  Cal- 
ifornia, Berkeley.  "We  take  books  very 
seriously,"  he  says.  "They're  not  just 
e-commerce  products.  They're  for  peo- 
ple to  read."  Funded  with  earnings 
from  a  Web  development  job,  the  site 
has  been  running  since  1997 — origi- 
nally on  a  486  machine  Chatterjee  built 
with  partner  Charlie  Hsu.  He  and  Hsu 


claim  to  be  profitable  on  esti- 
mated revenues  of  $8  mil- 
lion. Advertising  contributes 
up  to  30%  of  sales.  The  rest 
comes  from  finder's  fees,  up 
to  10%  of  the  price  of  a  book 
sold  by  any  of  the  20,000 
dealers  who  have  signed  on 
with  BookFinder.com.  What 
advantages  does  Chatterjee 
offer  over  Amazon?  A  greater 
range  of  titles,  particularly  of 
used  and  out-of-print  books. 
Halfway  across  the  coun- 
try, in  Oxford,  Ohio,  library 
science  grad  student  Richard 
Beck,  39,  is  developing  a  new 
kind  of  browser  that  is  geo- 
graphically aware.  Say  you're 
standing  in  an  oil  field  in  the 
middle  of  a  desert.  You  get  a 
reading  on  your  latitude  and 
longitude  from  one  of  those 
handheld  devices  that  uses 
global  positioning  system 
satellites.  The  GPS  feeds  the 
numbers  into  your  palmtop 
computer  and  connects  to 
the  Internet  with  Beck's 
browser.  It  pulls  from  the 
Web  a  "geolibrary,"  a  collec 
tion  of  real-time  data  on  hy 
drology,  volcanic  hazards, 
landslide  risk  and  the  like  for 
the  land  within  200  kilome- 
ters of  where  you  are  standing.  The 
same  browser  could  someday  help  a 
lost  tourist  search  for  the  nearest 
Thomas  Cook  office. 

At  the  moment  these  geolibraries 
are  more  theory  than  reality,  since  they 
won't  work  until  the  Web  accumulates 
a  wealth  of  sites  with  data  containing 
geographic  tags.  But  Beck  insists  the 
eventual  payoff  from  this  kind  of  tech- 
nology will  be  big.  Potential  customers 
might  include,  say,  UPS,  Ryder,  Ameri- 
can Express  and  any  organization  with 
traveling  sales  reps.  Beck  won  a  $70,000 
small-business  innovation  award  from 
NASA  for  his  fledgling  firm,  Mobile 
Earth.  And  he  is  now  applying  for  an- 
other round  of  funding  from  the  space 
agency,  as  well  as  corporate  backing 
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•    LOS    ANGELES    •    NEW    YORK    •    SAN    FRANCISCO    •    SEATTLE    •    SEOUL    ■    PUSAN    •    CHEJU    •    KWANGJU    •    HONG    KONG 


Asiana  Airlines 

The  Jewel  of  Asia. 


Glorious,  wasn't  it?  Soaring  back  and  forth,  not  a  care  in  the  world. 
Which  perfectly  describes  any  Asiana  Airlines  flight.  Our  staff  won't 
just  cater  to  you.  They'll  pamper  you.  Our  fleet  is  one  of  the  newest 
in  the  air,  with  all  the  modern  amenities.  Just  sink  back  into  your 
seat  -  all  the  way  back  to  180°  in  Sleeper  First  Class  -  and  enjoy. 
A  rewarding  experience,  especially  since  the  miles  you  fly  with  us 
can  be  credited  to  your  American  Airlines  AAdvantage'  account. 
Next  time,  fly  Asiana.  After  all,  why  should  kids  have  all  the  fun? 
Call  your  travel  agent  or  Asiana  at  800-227-4262.  Or  visit  www.flyasiana.com. 
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FRUIT  FOR 
THOUGHT 

Ads  are  everywhere  these 
days,  from  car  wraps  to 
baggage  carousels. 
So  why  not  banana  peels? 

BY  DIRK  SMILLIE 

WHEN  ASK.COM  DECIDED  TO 
launch  a  recent  advertising 
blitz,  it  skipped  network  tele- 
vision. Instead,  the  Internet  search  ser- 
vice bought  space  on  175  million  ba- 
nanas, oranges  and  apples  through  a 
marketing  outfit  called  Fruit  Label  Co. 
The  stickers  featured  Jeeves,  the  com- 
pany's butler  mascot,  and  questions 
like  "How  many  calories  are  in  a  ba- 
nana?" Somebody  saw  the  ads,  because 
Ask.com  noticed  a  300%  increase  in 
questions  about  bananas  on  its  Web 
site.  Total  estimated  investment: 
$525,000,  about  the  cost  of  two  30-sec- 
ond  commercials  on  ABC's  Who  Wants 
to  Be  a  Millionaire. 

The  genesis  of  Tarzana,  Calif.-based 
Fruit  Label  was  one  of  those  Newton- 
ian moments.  Three  years  ago  an  avo- 
cado farmer,  Irwin  Weinhaus,  67,  was 
sitting  in  a  restaurant  with  a  friend  who 
ordered  an  apple  with  his  lunch.  The 
apple  appeared  with  one  of  those  an- 
noying number-stickers  on  its  peel  that 
tell  checkout  clerks  what  to  charge  for 
produce.  Weinhaus  asked  himself: 
Would  it  be  that  much  more  annoying 
to  the  consumer  to  see  a  promotion  on 
the  sticker  as  well? 

Weinhaus  launched  the  firm — es- 
sentially a  broker  between  advertisers 
and  fruit  packing  houses — with  a 
$50,000  bank  loan,  $15,000  of  his  sav- 
ings and  $15,000  from  an  early  partner 
in  the  company.  Within  weeks  Universal 
1  tome  Video  signed  on  to  promote  Jim 
Carrey's  1997  movie,  Liar  Liar,  on  12 
million  Cranny  Smith  and  Fuji  apples. 
The  next  year  Weinhaus  ,  nded  ABC 
twork  was  trying  to  lure 
back  viewers  in  a  big  way.  Weinhaus 
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Bite-size  messages:  Irwin  Weinhaus  has  found  yet  another  way  to  violate  your  privacy. 


tagged  15  million  bananas  from  Tur- 
bana  Corp.,  a  Florida-based  importer, 
with  lines  like,  "TV.  Zero  calories." 

This  is  no  gold  mine.  Last  year  Fruit 
Label  Co.  grossed  a  33%  margin  on  $2 
million  in  revenues.  (It  charges  between 
$3  and  $3.50  per  1,000  stickers,  de- 
pending on  the  size  of  the  order.)  And 
while  Weinhaus  expects  sales  to  climb 
30%  this  year,  the  novelty  could  soon 
wear  out.  Fruit  has  a  shelf  life  compara- 
ble to  the  average  dot-com  startup 
these  days.  It  also  can  be  a  lot  of  trouble 
to  process.  During  the  ABC  campaign, 
for  instance,  the  ad  stickers  were 
printed  in  Los  Angeles,  shipped  to 
Miami  and  placed  on  a  boat  bound  for 
Costa  Rica.  From  there  they  traveled  to 
Colombia,  where  they  were  unloaded 
and  trucked  hundreds  of  miles  deep 


into  the  Uraba,  a  backward  region  o 
jungle  and  plantation-size  banana 
farms.  The  labels  were  taken  to  packing 
plants,  where  they  were  hand-applied. 
The  freshly  labeled  bananas  then  fol- 
lowed the  reverse  route  back  to  the  U.S 
Sticker  logistics  are  simpler  for  fruit 
that  can  be  machine-labeled,  such  a 
apples  and  oranges,  and  for  those  thai 
linger  longer  in  the  fruit  bowl. 

Weinhaus  claims  to  be  picky  abou' 
his  clients,  having  turned  away  a 
brassiere  pitch  using  melons  and  on 
for  condoms  that  a  distributor  want 
on — yes,  bananas.  "Not  every  company 
is  suited  for  it,"  Weinhaus  says. 

But  this  is,  after  all,  an  election  year. 
Could  he  resist  the  temptation  if  one 
presidential  candidate  wanted  to  put 
the  other's  name  on  lemons? 


Never  und 


impOTta 
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A  friendly  reminder  from  the  people  who  can  get  the  best  out  of  yours. 


Hewitt 
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W7T  DoCoMo  Flie 
Past  the  Milestoti 


Most  companies  experience  a  major  turning 
point  perhaps  once  every  five  years  or  so.  For 
NTT  DoCoMo,  however,  participation  in  the 
hyperkinetic  world  of  mobile  communications 
has  already  resulted  in  several  significant 
milestones  in  the  year  2000  alone.  And  more 
are  just  ahead. 


In  April,  ;i  little  more  than  ;i  year  after 
the  introduction  of  NTT  DoCoMo's 
i-mode  cellular  phone  service  in  Japan, 
the  number  of  subscribers  to  that  ser- 
vice surpassed  the  six  million  mark. 
Thai  same  month,  the  company 
officially  changed  its  name  from  NTT 
Mobile  Communications  Network  Inc. 
to  NTT  DoCoMo.  Inc.,  and  became  the 

ftrsl  to  apply  tor  permission  to  begin 

operation  of  third-generation  W-CDMA 
service. 

Ever  Faster 

The  world  has  been  moving  toward 

wireless  communications  tor  at  least  a 

decade.  In  Japan,  the  real  story  is  the 

speed  at  wlueh  wireless  communica- 
tions have  been  embraced.  A  recent 
government  survej  notes  that  the 
number  <>t  mobile  phone  subscribers 
in  Japan  has  surpassed  that  tor  fixed 
phones. 

VI  I'  DoCoMo  ranks  among  the  world's 
largest  mobile  phone  operators,  with 

over  30  million  subscribers.  The  com- 
pany's renowned  research  and  develop- 
ment capabilities  keep  it  in  the  forefront 
amid  changes  in  mobile  communica- 
tions Forexamplc    S  T DoCoMo's 
i-mode  service  has  bet  i    credited  w  Ith 
ictraordlnarj  growth    '"  non-voice, 
i.i.  communication  i.      nan. 


The  i-mode 
Explosion 

NTT  DoCoMo  set  the 
wireless  world  on  tire 

when  it  introduced  its 
i-mode  phones  in 
February  1999.  In 

excess  of  800,1 tew 

subscribers  are  signing 
up  every  month. 
"Its  Buccess  has 
surprised  even  me." 
admits  Dr.  Keiji 
Tachikawa,  president 
of  the  company.  The 
enthusiastic  acceptance  of 
I-mode  demonstrates  the 

business  potential  of  using 
mobile  phones  tor  appli- 
cations other  than  voice  transmission. 

NTT  DoCoMo's  l-mode  allows  users  to 
access  a  wide  range  of  on-line  services, 

including  the  Internet  and  e-mail,  with 
just  their  cell  phones.  Sites  offering 

banking,  ticketing,  weather,  and  even 
horoscope  services  are  now  used  regu- 
larly by  scores  of  subscribers  every  day. 

"We  knew  that  it' we  could  Uet  the  \,ist 

amount  of  Information  already  on  the 

Internet  onto  our  phones,  we  would 

attract  large  numbers  of  users,  That's 

why  we  adopted  a  compacted  version  of 
HTML  tor  creating  i-mode  sites," 


Dr.  Keiji  Tachikawa,  president  of  NTT  DoCoMo,  was  appointed 
current  position  in  June  1998  His  38-year  career  includes  time 
both  the  parent  company,  NTT,  and  at  NTT  DoCoMo.  Dr.  Tachil 
has  an  MBA  and  a  Doctor  of  Engineering  degree. 


explains  Dr.  Taehikawa.  NTT  DoCol 
strategy  has  proven  itself  many  tim4 
over,  as  there  are  already  more  tha 
12,000  i-mode  sites  available. 

Besides  services,  subscribers  are  4 
attraeted  to  i-mode  s  low  cost.  Bed  <■ 
i-mode  operates  on  a  packet  transn4 
sion  network,  charges  are  based  on 
volume  of  data  transmitted  and 
received,  not  according  to  the  amot 
of  time  the  phone  is  in  use. 

What  is  more,  i-mode  is  easy  to  u 
Scrolling  and  clicking  with  just  a  ft 
ke\  s  allow  s  users  to  check  their  e-n 


ADVERTISEMENT 


i  airline  seats,  and  pay  their  utility 
hrough  bank  transfers — all 
nut  need  of  a  computer  or  compli- 
setup  "The  reasons  for  the 
of  i-mode  are  simple:  it  is 
easy,  and  fits  in  your  pocket" 
i)r.  Tachikawa. 

met  Access  and  Beyond 

e-mail,  the  Internet,  and 
ased  services  has  sparked  the  first 
rf  interest  in  i-mode.  "but  we  don't 
that  we  can  just  stop  here."  ac- 
edges  Dr  Tachikawa. 
past  February.  NTT  DoCoMo 
offering  still-photo  transmission 
es  using  a  tiny  camera.  And  the 
ioeationing  terminal  allows 
rians  to  navigate  their  way 
Ji  cities  using  their  cell  phone 
1,  NTT  DoCoMo  expects  another 
n  mobile  phone  use  when  a  new 
downloading  sen  ice  begins. 
ly  as  this  summer.  Japan's  youth 
downloading  music  on  their  PHS 
aal  Handyphone  System)  phones 
yback  on  a  variety  of  new  devices. 

after  that,  they  will  be  able  to 
deo  games,  either  by  downloading 
to  their  handsets  or  by  using 
ile  phones  to  play  games 
(hers 

■nd  new  services.  NTT  DoCoMo 
or  its  mobile  communications  to 
1  yet  other  directions 

nding  the  Market 

rding  to  Dr  Tachikawa.  the 
r  of  mobile  terminals  will  likely 
)  million  units  in  Japan,  aim' 
mes  the  total  population  And 
lected  increase  will  not  come 


only  from  more  people  talking  to  each 
other.  NTT  DoCoMo  is  also  utilizing 
mobile  technology  to  get  machine 
talk  to  machines 

Machine-to-rnachine  communicat'  ■ 
allows  companies  to  remotely  monitor 
nwfskk-  operations  and  to  dispatch 
personnel  only  when  needed  A  growing 
number  of  be        _      .nding  machines 
in  Japan,  for  example,  are  equipped 
with  a  wireless  packet  data  transmission 

.  rn  that  allows  a  control  center  to 
monitor  sales,  stock,  temperature,  and 
other  functions  and  to  dispatch  delivery 
or  repair  personnel  solely  as  required. 
This  helps  companies  to  increase 
efficiency  and  to  lower  costs. 


Willing  to  Partner 

While  much  of  :  >m  world  is 

absorbed  in  r  nd  acqu 

NTT  DoCoMo  is  lool     _  ay 

but  to  in  _-owth  NTT  DoCoMo, 

for  example,  holds  a  1  y%  stake  in 
Hutchison  Telephone  Co..  Ltd..  H 
Kong's  largest  cellular  phone  car- 
Most  recently.  NTT  DoCoMo  signed  a 
memorandum  of  understanding  for 
a  15%  equity  participation  in  KPN 
Mobile  NY.,  the  leading  Dutch-based 
mobile  carr 

Dr.  Tachikawa  comments  that  "our 
pohcy  is  to  create  alliances  in  regions 
around  the  world  with  those  companies 


Something  Even 
Bigger 


As  impress  - 
i-mode  is.  NTT  DoCoMo 
has  something  even 
bigger  coming. 
Beginning  in  May  1 
the  company  will 
launch  the  worlds  first 
commercial  3G 

W-CDMA  operation.  Service  will  begin 
in  the  greater  Tokyo  region  and  will  roll 
out  nationally  over  a  three-year  period. 

W-CDMA  is  fast  And  big.  With  a 
maximum  transmission 
capability  of  2  megabits 

=cond.  W-CDMA 
has  the  ability  to 
transmit  data  200  times 
faster  than  current- 
generation  phones.  And 
that  blazing  speed  is  not 
just  for  show. 

The  many  servi . 
and  features  that  i-mode 
made  possible  will  take 
a  quantum  leap  forward 
when  W-CDMA  service 
begins.  Everything  will  be  faster,  more 
vivid,  and  in  motion.  The  soon-to-be 
offered  music  and  game  services  will  be 
enhanced  many  times  over,  and  an 
entire  range  of  multimedia  services  for 
individuals  and  businesses  will  become 
available. 


According  to  Dr.  Tachikawa, 
'The  number  of  mobile  terminals 
will  likely  top  360  million  units  in 
Japan,  almost  three  times  the 
total  population. " 


that  are  interested  in  developing  the 

networks  and  services  for  IMT-2 

We  want  to  create  win-win  partnerships 

for  everyone."  These  alliances  will  help 

to  build  the  infrastructure  to  reafize  a 

seamles  rniee  network 

worldwide. 

The  Road  Ahead 

Much  remains  to  be  accomplished, 
and  Dr.  Tachikawa  is  already  looking 
ahead.  "The  fourth  generation  of 
phones  will  be  able  to  broadcast  HDTV. 
But  the  fifth  generation  will  require  a 
change  from  silicon  w  afers  to 
something  like  a  biochip  or  other 
technology.  Of  course,  we  don't  expect 
that  untl  202        ne  says. 

It  has  been  a  time  of  tremendous 
change  and  progress  for  NTT  DoCoMo 
as  it  pushes  the  mobile  frontier  forward. 
But  the  challenges  are  just  beginning 


W-CDMA 


NTT  DoCoMo,  Inc. 
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WET  NURSE  WANTED 

A  lack  of  management  talent  and  troubles  at  some  portfolio 
companies  have  venture  capitalists  stepping  in  to  run  the  show. 


BY  LUISA  KROLL 

THE  PROFLIGATE  LIFE  HAS  FINALLY 
come  to  an  end.  Up  until  the  last 
couple  of  months  venture  capital- 
ists were  adopting  promising  young 
children  by  the  dozen — and  letting 
them  fend  for  themselves.  No  longer. 
Thanks  to  a  market  that's  brutally  un- 
kind to  anywaif.com,  more  and  more 
VCs  are  becoming  nannies  to  their  port- 
folio companies.  Simply  put,  they're 
rolling  up  their  sleeves  and  stepping  in 
as  chief  executives,  trying  to  help  the 
most  promising  companies  reach  prof- 
itability faster,  as  well  as  nursing  the 
weaker  ones. 

It's  still  too  early  for 
the  most  telling  num- 
bers to  appear.  But  insid- 
ers say  that  a  shift  is  def- 
initely taking  place,  from 
investments  in  new 
prospects  to  subsequent 
rounds  for  existing  client 
companies.  This  isn't  the 
first  time  venture  capi- 
talists have  had  to  jump 
in.  Back  in  the  1980s 
many  tried  to  rescue  lots 
of  struggling  companies, 
integrated  circuit  and 
biotech  outfits  among 
them.  Why  now?  Because 
ol  the  shortage  of  avail- 
able management  talent  and  increasing 
difficulties  among  portfolio  clients. 
"Experienced  VCs  only  do  this  as  a  last 
resort,"  says  Wade  Woodson,  managing 
director  at  Sigma  Partners.  "It  is  usually 
a  poorly  leveraged  use  of  your  time." 

But  some  folks  have  little  choice. 
Palo  Alto,  Calif.-based  Intend  Change, 
launched  last  year  by  Internet  consul- 
tants Toby  J.  Corev  and  Toseph  Firmage, 
offered  a  mix  o\  ventu:  inding,  man- 
agement and  recruit li.'  -d  raised  a 
total  >'f  S225  million  for  five  .>  -y  differ- 
ent Web  companies.  In  turn  it  took 
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stakes  of  up  to  10%  in  the  companies. 
But  no  new  ventures  for  these  guys. 
They're  spending  all  their  time  trying 
to  salvage  and  protect  the  ones  they  al- 
ready have.  Two  of  Intend's  four  part- 
ners are  serving  as  interim  chief  execu- 
tives at  portfolio  companies,  where 
they're  variously  grappling  with  new 
business  models,  raising  additional  fi- 
nancing, devising  marketing  plans  and 
making  strategic  alliances.  A  third  part- 
ner devotes  all  his  time  to  another 
startup.  The  fourth  partner  will  soon 
join  yet  another  company  as  the  per- 
manent chief  executive.  "In  robust 


long-distance  services  over  the  Web. 
There's  nothing  wrong  with  the  com- 
pany— in  fact,  it  grew  to  7  million  users 
in  7  months  with  virtually  no  market- 
ing. Garlinghouse  stepped  in  to  help 
Dialpad. corn's  founding  engineer  roll 
out  services  in  ten  countries  over  12 
months.  "I'm  wearing  a  very  different 
hat,"  says  Garlinghouse,  who  still  sits 
on  the  boards  of  six  companies.  "Suc- 
cess or  failure  is  on  my  shoulders." 

Troubled  companies  need  more 
hands-on  help — sometimes  from  spe- 
cialists outside  the  operations  area.  The] 
perilous  state  of  lawsuit-riddled  Nap- 1 
ster  so  worried  Hummer  Winblad  that  I 
it  made  its  $15  million  investment  con- 1 
tingent  on  a  temporary  replacement  fori 
the  19-year-old  chief  executive  of  the] 
controversial  music  Web  site.  In  camej 
Hank  Barry,  a  onetime  media  and  en-l 


EXPERIENCED  VCS  ONLY  DO  THIS  AS  A  LAST  RESORT. 
IT  IS  USUALLY  A  POORLY  LEVERAGED  USE  OF  YOUR  TIMI 


times  people  are  more  forward-look- 
ing, and  in  leaner  times  the  center  of 
gravity  shifts  to  existing  companies," 
says  Corey.  "It's  clearly  a  move  to  re- 
duce risk,  retrench  and  ensure  basic 
business  fundamentals." 

Sometimes  it's  a  move  to  muscle- 
build  the  strongest  pup  in  the  litter. 
Parmer  Bradley  Garlinghouse,  29,  spent 
18  months  prospecting  for  CMGI 
(©Ventures.  In  lune  he  stopped  invest- 
ing in  new  companies  and  took  on  the 
job  of  "acting"  chief  executive  of  Dial- 
pad.com,  which  provides  free  local  and 


tertainment  lawyer  whose  specialty  is 
intellectual  property  rights.  Barr) 
doesn't  intend  to  stay  forever — jusj 
long  enough  to  see  Napster  through  it 
woes.  "I'm  certainly  looking  forward  to 
finding  a  CEO,"  he  says.  "Hopefully  i\ 
will  be  a  short  period  of  time." 

Some  venture  firms  are  making  ex\ 
ecutive  VCs  an  ongoing  investment  strat-j 
egy.  Palo  Alto-based  Walden  Internal 
tional  Investment  Group  partner  Dania 
Faizullabhoy  takes  on  one  to  two  asj 
signments  per  year.  He  spent  thred 
months  last  tall  as  interim  chief  execui 
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r  ?  Fa/con  2000  is  a  wkiebody 
at  whisks  you 

.  JO  " 
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*   The  best  seats 
in  the  house 


gineered  with  passi 

The  choice  is  yours.  Pilots  enjoy  a  Falcon's  large,  well-planned 
cockpit.  Passengers  relax  in  a  quiet,  spacious  cabin  that  redefines 
the  business  jet  experience. 

Simply  stated,  our  engineers  are  fanatics  about  your  comfort. 
It's  another  reason  why  Falcons  are  called  the  best  designed,  best 
built,  best  flying  business  jets  at  the  top  of  the  market. 

For  information  about  all  four  of  the  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
jean-Claude  Bouxin  in  Paris  at  (331)  40-vS3-<»3-08. 
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BANK   &   THRIFT   SPECIALISTS 


ADVISORS  TO 
DIRECTORS  &  MANAGEMENT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


RESPONSIVENESS 
IN  A  DISCOUNT  BROKER 

IMAGINE. 


Reliable  trading.  Responsive  customer  service.  At  T.  Rowe  Price 
Brokerage,  we  stand  behind  our  technology  with  highly  knowl- 
edgeable professionals  ready  to  assist  you.  So  if  truly  helpful 
service  is  your  idea  of  a  responsive  discount  broker,  contact  us 
today.  And  discover  how  we  can  make  real  service  a  reality  for  you. 


1-800-541-1846         www.troweprice.com  /broke  rage 


T.RoweRice 

BROKERAGE       SERVICES 

for  up  to  1,000  shares  plus  an  additional  two  cents  for  each 
lVisu  our  Web  site  for  a  commission  schedule  for  rates  on 
d  other  non-Internet  trades.!  Rowe  Price  Brokerage  is  a 
ke   Investment   Services,    Inc.    Member   NASD/SIPC. 

^  BROK054914 


tative-assi' 
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tive  of  Unimobile,  which  offers  a  free,  I 
downloadable  Internet  tool  that  enables!! 
communication  with  any  mobile  device.! 
The  company  was  founded  by  Indian 
entrepreneurs  new  to  Silicon  Valley  and! 
clueless  about  finding  office  space  andl 
a  p.r.  agency,  as  well  as  about  setting  upl 
financial  systems.  "If  you  get  this  kind 
of  stuff  rolling,"  he  says,  "it  will  help  you 
attract  better  chief  executive  candi- 
dates"— and,  presumably,  reduce  the 
chance  of  parachuting  in  a  VC  later.    W 


:' 


DAY  CARE 

Instead  of  becoming  nannies,  soma 
venture  capitalists  are  offering  full 
service  child  care  for  their  young  com 
panies.  Spending  millions  to  hire  f  ull-tim 
headhunters,  lawyers,  marketers  and  ac 
countants  to  nurture  the  companies 
these  flush  firms  are  providing  extra  ser 
vices  at  no  cost  to  the  entrepreneurs. 

San  Francisco-based  Weiss,  Peck  & 
Greer  Venture  Partners  recently  brough 
on  three  specialists,  each  with  an  average 
20  years'  experience  in  their  respective  in 
dustries,  to  handle  recruiting  and  humar 
resources,  operations  and  marketing  fo 
portfolio  companies.  To  lure  the  best,  th< 
firm  offered  a  piece  of  the  carried  interesl 
the  industry's  version  of  stock  option 
usually  the  sole  privilege  of  investors. 

Holding  focus  groups  with  entreprej 
neurs  last  summer,  Waltham,  Mass.-bas 
Charles  River  Ventures  created  CRVeloci 
to  deliver  consulting  services  in  area 
such  as  compensation,  debt  financing,  r 
cruiting,  accounting,  facilities,  marketin 
and  legal.  It  has  hired  15  people  for  its  ne< 
unit  and  plans  to  bring  on  another  25  ti 
35.  So  far  25  companies  have  used  its  sei 
vices  to  get  better  equipment-leasin 
rates.  The  in-house  recruiter  recently  hel 
a  job  fair  for  the  companies,  which  a 
tracted  1,000  candidates  for  a  range 
positions.  "This  will  be  an  innovation 
important  as  the  creation  of  the  limite 
partnership  model  back  in  the  1970s 
says  Ted  R.  Dintersmith,  a  four-year 
eran  at  Charles  River. 

Good  idea  in  flush  times.  But  will 
services  hold  up  in  a  slower  investme 
cycle? 
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breathtaking  days  surrounded  by  tropical 
colors,  majestic  fiords,  and  , 
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-Whether  your  looking  for  a 
sanctuary,  a  haven  of  tranquility,  a  center  of 
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aboard  the  world's  finest  luxury  cruise 
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The  Net's  Big  Thing 

Hewlett-Packard  wants  to  make  the  Internet  a  world-size  marketplace.  Prepare  for  war. 


BY  QUENTIN  HARDY 

RAJIV  GUPTA  HAS  A  SHEAF  OF 
impressive  diplomas  and 
kudos  for  his  technological 
papers  and  inventions. 
Hewlett-Packard's  chief  exec- 
utive, Carleton  Fiorina,  cites  him  in  talk- 
ing about  the  company's  future.  Mostly 
though,  Gupta  spends  millions  of  com- 
pany dollars  to  give  away  HP  software. 

The  software  is  a  framework  for  on- 
line "agents"  that  goes  by  the  name 
e-speak.  It  enables  cell  phones  and  com- 
puters to  grab  stuff  from  the  Internet, 
culling  and  assembling  unique  informa- 
tion, services  and  products  to  suit  any 
need.  Then  it  negotiates  and  executes  a 
transaction.  One  request,  for  example, 
could  someday  arrange  a  discount  flight 
to  Paris,  to  be  met  by  a  red  limo  with 
chocolates  in  the  backseat,  and  to  take 
you  to  a  Champs-Elysees  hotel  room 
higher  than  the  fifth  floor.  Miss  the  flight, 
switch  from  sweets  to  wine,  and 
e-speak  would  adjust  the  transaction. 

HP  foresees  automakers  using  e-speak 
in  cars  to  arrange  maintenance  or  give 
directions.  It  has  formed  a  company 
called  SpinCircuit  to  speed  electronics 
design  by  using  e-speak.  E-speak  could 
potentially  find  and  assemble  software 
from  chunks  of  code  or  create  teams  of 
engineers  for  crash  projects.  With  a  few 
tweaks,  e-speak  could  blamelessly  steal 
copyrighted  material,  the  way  upstart 
Napster  now  does  with  m 

ipta  i  laims  e-speak  wi  '  create  a 
aborative  economy.  "i'"Adam 


Smith  were  around,  this  is  what  he 
would  be  writing  about:  a  marketplace 
of  agents,  with  no  barriers,"  he  says. 

E-speak,  along  with  similar  pursuits 
by  several  of  HP's  rivals,  including  Sun 
and  Microsoft,  signals  a  basic  change  in 
how  business  gets  done  on  the  Internet. 
For  the  past  five  years  people  have 
searched  and  shopped  with  browsers.  The 
process  is  laborious  and  often  fruidess, 
but  it  has  helped  to  create  e-commerce 
and  transform  firms  as  big  as  Microsoft. 

E-speak  practically  does  away  with 
the  browser.  Agents  that  speak  its  lan- 
guage derive  their  power  collaboratively, 
using  software  that  resides  across  a 
range  of  computers,  creating  a  giant 
conversation  that  could  span  the  globe. 
E-speak's  software  discovers  data,  nego- 
tiates terms  and  handles  online  security. 
It  also  allows  vendors  to  offer  informa- 
tion, goods  and  services  in  a  format  re- 
trievable with  e-speak.  A  computer  that 
is  not  e-speak-enabled  could  still  use  the 
software  by  going  to  the  e-speak  Web 
site  and  downloading  it.  HP  expects 
companies  to  be  its  primary  customers, 
with  the  general  public  initially  working 
through  Web  intermediaries.  (For  a 
look,  go  to  www.e-speak.hp.com.) 

When  enough  computers  are 
equipped  to  do  business  this  way, 
e-speak  becomes  a  dynamic  web  of  in- 
teractions: In  the  trip  to  Paris  a  travel 
agency  might  be  at  the  center  of  the 
transaction.  Later,  however,  the  airline 
might  link  directly  to  an  in-flight  meal 
provider  or  a  fuel  company,  extending 


the  network  ever  outward. 

Napster  is  also  based  on  a  distrib 
uted  model,  where  individuals  agree  to 
share  information — in  this  case,  pil 
fered  music  files.  Freenet  and  Gnutella, 
other  sharing  technologies,  work  with 
thousands  of  computers  in  their  sys 
terns  (see  boxes,  page  196). 

But,  so  far,  e-speak  encompasses 
more  applications  than  Napster  or 
Gnutella.  Its  agents  could  take  over 
most  of  the  browsing  and  deal-making 
done  by  people.  "The  industrial  revolu- 
tion removed  man  from  being  in  every 
aspect  of  producing  goods,"  says  Gupta 
grandly.  "I  wanted  to  remove  him  from 
every  aspect  of  doing  transactions." 

Gupta,  a  37-year-old  native  of  Hy- 
derabad, got  into  the  elite  Indian  Insti 
tute  of  Technology  a  year  early,  then 
won  a  scholarship  for  a  computer  sci- 
ence M.A.  and  Ph.D.  at  Cal  Tech.  I 
wanted  to  goof  off,  so  I  did  all  the  mas 
ter's  course  work  in  one  year,  then  went 
to  Fiji,"  he  says.  Gupta  worked  in  HP's 
labs,  where  he  helped  design  the 
Merced  microprocessor,  at  the  time  the 
fastest  in  the  world. 

Gupta  dreamed  up  e-speak  five 
years  ago.  HP  originally  agreed  to  let  his 
team  spin  it  off,  but  when  Fiorina  heard 
about  the  project  soon  after  taking  over 
last  July,  she  saw  it  as  a  way  to  take  HP 
into  e-services.  HP  started  as  its  own 
guinea  pig,  using  e-speak  to  manage  its 
internal  information  technology  assets. 

It  may  seem  odd  that  starchy  HP  is 
embracing  the  same  model  as  Napster, 
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which  facilitates  copyright  infringe- 
ment. HP  executives  admit  that  someone 
could  use  e-speak  to  facilitate  piracy  on 
the  Internet.  So  far  no  one  has,  which 
may  be  a  comment  on  e-speak's  rela- 
tively slow  uptake. 

That  is  a  worry.  This  software  is 
worthless  unless  a  lot  of  people  adopt  it  A 
scant  13,000  outside  software  developers 
have  downloaded  e-speak  since  Decem- 
ber. By  comparison,  Sun's  Java  2  software 
has  had  more  than  3  million  downloads. 

New  e-speak  applications,  such  as  a 
service  in  India  lining  students  up  with 
jobs,  are  both  encouraging  and  modest. 
A  service  that  matches  the  skills  of  Eric- 
sson field  repairmen  with  the  priority 
of  service  calls  is  more  promising. 

Gupta  is  busy  proselytizing  for 
e-speak.  He  points  to  SpinCircuit,  a 
company  HP  funded  along  with  Ca- 
dence Design  Systems,  and  contract 
manufacturer  Flextronics  International. 
By  using  e-speak  to  provide  information 
about  the  design  and  manufacturing  of 
circuit  boards,  SpinCircuit  says  it  has  cut 
manufacturing  cycles  by  two  months  for 
one  of  its  clients. 

SpinCircuit's  first-year  revenues  will 
be  about  $5  million,  a  tiny  fraction  of 
what  HP  spends  popularizing  e-speak. 
But  Gupta  figures  its  free  product  will 
generate  several  hundred  million  dol- 
lars in  added  revenue  from  e-speak-en- 
abled  computers,  as  well  as  significant 
consulting  fees. 

"My  sales  force  keeps  asking,  'What 
do  you  want  me  to  sell  if  it's  free?' "  says 


Money  for  Gnutting 

Even  after  the  dot-com  collapse,  there  is  still  cash  being  thrown  at  young  techies 
with  a  genius  for  a  hot  thing— like  Gnutella.  Created  in  1999  by  a  programmer  at 
Nullsoft,  Gnutella  is  an  information-sharing  technology  more  freewheeling  than 
HP's  e-speak.  Gnutella's  users  make  some  of  their  PCs'  information  public  in  exchange 
for  access  to  the  information  on  thousands  of  other  computers.  Gene  Kan  proved  its 
usefulness  by  turning  Gnutella  into  a  fast  search  engine.  On  May  31  the  23-year-old 
was  mentioned  on  News.com.  Venture  capitalists  were  calling  within  hours. 

"Gnutella  is  a  fully  distributed,  peer-to-peer  solution— buzzword-compliant,"  says 
Kan,  who  sat  through  dozens  of  VC  meetings  with  his  programmer  friends  Yaroslav 

Faybishenko  and  Cody 
Oliver.  Lack  of  a  business 
plan  didn't  stop  them  from 
getting  more  than  $1  mil- 
lion from  a  group  that  in- 
cludes ex-Netscapers 
Michael  Homer  and  Marc 
Andreessen. 

Their  company,  Gone- 
silent.com,  is  staffing  up 
without  a  clear  idea  how  to 
shape  a  business.  But 
that's  okay:  This  is  the  In- 
ternet, where  things  always 
moved  fast,  and  lots  of 
businesses  never  bother 
with  things  like  direction. 
-Q.H. 


Carl  D'Costa,  e-speak's  head  of  market- 
ing. He  assures  them  that  e-speak  opens 
doors  for  HP  because  its  customers  are 
heading  into  e-services.  Sounds  faddish, 
but  this  fad  has  other  fans.  Sun  is  in  dis- 
tributed software,  too,  with  its  Jini  prod- 


uct. Even  Microsoft  has  made  a  recent 
".Net"  foray  into  ubiquitous  Web  con- 
nections. "People  read  about  agent  [soft- 
ware] and  think  it's  futuristic,"  says 
Gupta.  "They  don't  realize  this  stuff  is 
here  already."  F 


A  Rebel  Without  a  Copyright 

In  the  battle  between  copyright  law  and  piracy,  the  law  leads  by 
a  nose.  MP3.com  has  settled  with  the  record  labels.  The  still- 
defiant  Napster  says  it  is  "taking  meetings."  HP  insists  its 
e-speak  is  a  force  for  good,  not  evil.  AOL  is  integrating  pay-for- 
play  features  into  its  popular  Winamp  software.  That  makes  23- 
year-old  Ian  Clarke  the  last  anarchist  standing. 

In  June  1999  the  London-based  programmer  completed 
Freenet.  a  system  that  Irts  users  exchange  any  kind  of  file,  com- 
pletely free  and  anonymou.  'v.  Hard  drives  around  the  world  do  the 
work  of  storing  and  routing  n  i  isic,  text  and  graphics.  Try  to  track 
l  id  censor  a  file,  and  it    'ill  proliferate  instead.  It  makes 
'ook  simplistic  and  e-sperk  look  all  too  Establishment. 


Clarke  marvels  that,  while  a  guest  on  a  radio 
talk  show,  he  got  a  call  from  a  man  who  told  him 
that  Freenet  was  being  used  in  Saudi  Arabia  to  dis- 
tribute literature  banned  by  the  government.  Critics  say  the  system 
could  be  flooded  with  false  documents.  But  Clarke  says  users  will 
simply  ignore  junk  documents,  much  as  they  ignore  junk  e-mail. 

Clarke  says  that  no  one  can  sue  him  because  he  doesn't  own 
Freenet.  The  system  has  no  central  database  like  Napster's.  It  is 
an  unstoppable  creation  unleashed  upon  the  Internet.  Since 
March  90,000  people  have  downloaded  it  from  freenet.source- 
forge.net.  Another  10,000  get  it  weekly.  "Even  if  someone  put  a 
gun  to  my  head  and  said,  'Ian,  shut  this  down,'  I  wouldn't  be  able 
to,"  he  says  with  a  shrug.  Next  on  the  programmer's  plate:  Upriser, 
something  Clarke  swears  will  upend  the  music  industry. 

Be  afraid,  be  very  afraid.  —Kiri  Blakeley 
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...this  e-commerce 


application  expanded 
our  website  into  a 


■ 


global  marketplace 

...we  can't  print 

money  faster..." 


e-commerce  just  got  bigger, 
do  you  know  how  big? 


Today  e-commerce  isn't  just  about  having  a  website  to  sell 
from.  It's  about  positioning  yourself  to  take  advantage  of  new 
online  business  opportunities-like  establishing  your  own 
online  marketplace.  Nobody  can  help  you  do  that  better 
than  Intershop.  Offering  e-commerce  application  software 
designed  with  everything  from  Java  and  XML  to  WAP  and 
ICE,  our  solutions  are  flexible  enough  to  create  selling  sites, 
while   handling   more   complex   business   transactions   and 


flows  that  can  bring  buyers  and  sellers  together  in  one 
place.  In  fact,  by  using  the  widest  range  of  current  and 
emerging  e-commerce  technologies,  we  allow  you  to  sell 
in  places  and  ways  you  never  thought  possible.  Not  just 
on  marketplaces,  but  on  portal  and  affiliate  sites,  through 
wireless  devices  and  machine  to  machine.  Call  us  at  1-877- 
499-4390  to  discover  ways  to  make  money  that  go  beyond 


your  site.  Now.  And  in  the  future. 
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The  Flipper  Factor 

A  research  psychologist  links  dolphin  behavior  and  Web  surfers. 
One  day  that  could  mean  better  Internet  searches. 


BY  JULIE  PITTA 


HERBERT  ROITBLAT'S  FASCINATION 
with  dolphins  began  more  than 
20  years  ago  as  a  young  professor 
at  Columbia  University.  Today  he 
teaches  psychology  at  the  University  of 
Hawaii  and  is  a  top  expert  on  dolphin 
biosonar;  the  total  ranks  of  his  peers 
"could  fit  into  a  room,"  he  says. 

Now  he  hopes  to  turn  his  arcane 
pursuit  into  profits  via  the  Web.  He  is 
using  insights  into  how  dolphins  use 
sound  to  recognize  objects  under  the 
sea  as  a  model  for  new  search  tech- 
niques in  cyberspace.  Roitblat  has  taken 
a  leave  ot  absence  to  form  a  new  com- 
pany — DolphinSearch  Inc. — to  peddle 
his  innovative  techniques. 

Both  dolphins  and  Web  surfers 

spend  most  of  their  tune  easting  about 

for  elusive  prey.  The  dolphin's  hunt  for 

fish  usually  proves  far  more  fruitful 

than  the  Web  surfer's  search  for  facts.  A 

dolphin  detects  an     bject,  even  one 

buried  beneath  the  sea.     n>r,  with  98% 

It  emits  noises  d  <t  can  travel 

of  feet;  once  those  "calls"  hit 

they  boomerang  ere;  ting  an 
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sound,  and  through  pattern 
matching  coming  to  a  correct 
identification.  His  system  was 
the  result  of  a  research  fellow- 
ship from  the  Navy,  which 
hopes  to  use  it  to  find  under- 
sea mines. 

Roitblat  figured  a  neural 
network  could  be  used  simi- 
larly in  Web  searches.  About 
a  year  ago  he  and  tech  busi- 
ness veteran  Andrew  Kraft- 
sow  started  DolphinSearch 
with  $1.5  million  from  pri- 
vate investors.  (It  expects  to 
secure  up  to  $10  million  in 
new  funding  shortly.) 

Humans  discern  word 
meaning  in  much  the  same 
way  dolphins  identify  objects 
in  their  environment.  "It 
wasn't  a  technology  transfer 
so  much  as  an  inspiration 
transfer,"  Roitblat  explains. 
We  consider  words  in  their 
context  and  match  them  to 


echo.  The  quality  of  that 
echo  lets  a  dolphin  ascertain 
the  physical  properties  and 
location  of  the  struck  object. 

Web  surfers,  by  contrast,  often  come 
up  empty-handed.  Directories  like 
Yahoo  rely  on  human  editors  to  catego- 
rize Web  sites;  traditional  search  engines 
match  words  in  a  query  to  those  in  a 
document.  Both  methods  are  imperfect. 
Humans  can't  keep  up  with  the  Web's 
growth;  software  robots  recognize  words 
but  don't  comprehend  their  meaning. 
Newer  search  engines  like  Google  are 
more  sophisticated.  Google  examines 
hyperlinks,  the  underlined  words  that 
route  you  to  a  related  Web  locale,  to  de- 
termine a  site's  relevance.  But  it  still  can 
take  weeks  or  months  for  a  new  site  to 
get  noticed  elsewhere  on  the  Web. 

Roitblat,  in  work  for  the  military,  de- 
signed a  neural  network  to  take  under- 
sea echoes  and  match  them  to  a  "mem- 
ory bank"  of  objects  and  corresponding 
sounds.  It  works  much  the  way  echolo- 
cation  does,  taking  several  measures  of 
the  frequency  and  amplitude  of  a  given 


What  connects 
dolphins  and  Web 
surfers?  Both  forage 
for  elusive  tidbits 
hidden  in  an  ocean. 


our    previous    experience 
with  those  phrases  to  even 
tually  understand  them.  The 
process,  which  is  iterative, 
happens  in  milliseconds. 
But  a  person  can  handle  the  wide 
variety  of  meanings  attached  to  a  par 
ticular  word  or  phrase.  A  network,  so 
far,  cannot.  "The  word  'strike'  has  over 
80  definitions,"  says  Roitblat,  who 
made  a  study  of  how  people  discern 
that  word's  correct  meaning  in  context. 
To  get  around  that  problem  Roit- 
blat's  networks  are  aimed  at  particular 
communities  where  words  have  a  nar- 
rower range  of  definitions.  Dolphin 
Search's  Web  site  features  an  early  ver 
sion  of  the  product,  letting  users  search 
for  information  about  golf.  Dolphin- 
Search, which  hopes  to  ship  its  product 
next  month,  will  focus  on  intranets,  fig 
tiring  the  range  of  content  will  be  lim 
ited  enough  to  fall  under  the  com 
puter's  understanding.  Roitblat  say 
computers  can  be  as  smart  as  Flipper, 
but  adds  that  it  will  be  a  long  time  be 
fore  he  can  design  a  machine  as  sm 
as  a  human  being. 
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WIRELESS   INTERNET  SERVICES 

You  receive  a  two-way  text  message  from  your  broker  saying,  "Stock  doubled. 
Congratulations."  After  a  short  preprogrammed  reply  of  "Wow,"  you  go  to  your 
MSN  Hotmail  account  and  email  friends/'Can't  make  the  game,  something's  come  up. 


NEXTEL  DIRECT  CONNECT* 

Using  the  digital,  two-way  radio  feature,  you  ask  your  assistant  to  cal 
Roberto  and  reserve  the  best  table  in  the  house. 


DIGITAL  CELLULAR 

You  call  your  wife  and  invite  her  to  celebrate. 
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BUSINESS  JUST  GOT  EASIER.  THANKS  TO  NEXTEL'S  NEW  WIRELESS  INTERNET  SERVICES,  YOU  HAVE  EVEN  MORE 
WAYS  TO  KEEP  YOU  CONNECTED  TO  THE  CRITICAL  INFORMATION  YOU  NEED  TO  DO  BUSINESS  BETTER  AND  FASTER. 

Nextel  phones  are  manufactured  by  Motorola,  Inc. 


&L=  How  business  gets  doner 


1-800-NEXTEL9     nextel.com 


Check  for  Nextel  Online  availability  in  your  area.  To  sign  up  for  Nextel  Online  services,  you  must  also  have  Nextel  digital  cellular  service.  Some  restrictions  may  apply. 
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Cool  Hand  in  a  Hot  Seat 

PeopleSoft's  Craig  Conway  took  on  the  hardest  job  in  tech: 
reviving  a  once  sizzling  software  company. 


BY  JULIE  PITTA 

TEN  MONTHS  AGO  PEOPLESOFT 
Chief  Executive  Craig  Conway  was 
not  sanguine  about  his  chances  for 
a  successful  turnaround.  "I  could  do 
everything  right  and  still  need  luck  to 
make  a  go  of  it.  If  I  pull  this  off,  I'll  be 
known  as  a  miracle  worker,"  he  said 
then,  three  months  into  the  job. 

So  it  came  as  a  surprise  to  hear 
Conway  boasting  a  few  weeks  ago 
within  earshot  of  other  diners  at  a 


crowded  Silicon  Valley  eatery:  "I  would 
describe  the  transformation  of  the 
company  as  essentially  complete."  Not 
quite:  The  stock  has  rebounded  from  its 
$12  low  last  year  to  only  $15.  But  two 
quarters  of  steady  improvement  and  a 
promising  new  product  line  focused  on 
e-business  have  made  a  complete  trans- 
formation plausible. 

Few  hailed  Conway  as  a  savior  when 
he  came  to  the  badly  battered  People- 
Soft  14  months  ago.  A  solid  resume,  in- 


cluding eight  years  at  Oracle  fol- 
lowed by  two  stints  running 
startups,  could  not  silence  the  Sil- 
icon Valley  carpers  who  said 
Conway  lacked  the  vision  to  steer 
the  $1.4  billion  (1999  revenue) 
maker  of  enterprise-planning 
software  back  on  course.  The  San 
Francisco  Business  Times  sniped,  "Is  this 
the  best  PeopleSoft  could  do?" 

Among  Conway's  harshest  critics 
were  PeopleSoft's  7,000  employees,  wor- 
shipful followers  of  David  Duffield,  who 
led  the  company  from  a  founding  in 
1987  to  a  $13  billion  market  value  in 
1998.  Says  vice  president  Row  Henson, 
a  seven-year  veteran  who  considered 
Duffield  more  big  brother  than  boss: 
"We  lost  a  lot  of  good  people  because 
they  couldn't  deal  with  the  change.  But 
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e  conga  line 

ends  here,  folks. 

Conway  came  to 

bring  order  to  a 

culture  of  fun. 


no  matter 
where  they  are. 
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Sometimes  you're  lucky  and  already  know  exactly  where  your  customers  are. 
Most  of  the  time  you're  not.  And  when  you  need  to  work  a  little  harder  to  find  them, 
Microsoft®  MapPoint™  business  mapping  software  can  help.  MapPoint  lets  you 
go  beyond  the  obvious  and  dig  deeper  not  only  to  find  where  your  customers  may 
be,  but  to  uncover  new  business  trends  and  opportunities  as  well.  Combine  the 
geographic  and  demographic  data  in  MapPoint  with  your  sales  figures  or  trend 
data  you've  pulled  from  the  Web,  and  literally  see  what  wasn't  so  clear  before.  But 
MapPoint  isn't  just  for  finding  customers.  Add  the  ability  to  display  sales  data  with 
ease,  and  there's  never  been  a  tool  quite  like  it.  So  whether  your  data  comes  from 
a  phone  call  or  a  Web  site,  MapPoint  can  take  it  and  make  it  work  for  you.  And 
while  your  targeting  strategy  may  not  be  obvious,  it  doesn't  have  to  be  impossible. 
Come  visit  www.microsoft.com/mappoint  to  get  started. 
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Craig  has  been  decisive  and  that's  what 
we  really  needed." 

Reversing  the  sagging  fortunes  of  a 
high-tech  company  is  a  hard  job.  De- 
moralized programmers  walk  out  the 
door  and  into  the  willing  arms  of  com- 
petitors. Customers  start  wondering  if 
they  are  going  to  be  stuck  with  or- 
phaned program  code.  Conway  faced 
all  that  skepticism  and  more. 

Shortly  after  its  founding  by  engi- 
neers Duffield  and  Kenneth  Morris, 
PeopleSoft  introduced  one  of  the  earli- 
est programs  for  automating  personnel 
departments.  It  was  an  instant  hit. 
PeopleSoft  then  added  financial,  pur- 
chasing and  inventory-planning  soft- 
ware. Sales  roughly  doubled  each  year. 
In  the  late  1990s,  PeopleSoft  and  Oracle 
ran  neck-and-neck  as  the  number  two 
suppliers  of  enterprise  software  behind 
Germany's  SAP  AG. 

PeopleSoft  had  a  reputation  as  a 
work-hard,  play-hard  company  with 
the  irrepressible  Duffield  leading  the 
conga  line  to  the  beer  keg.  More  Jimmy 
Stewart  than  Steve  Jobs,  Duffield  en- 
gendered unusual  loyalty  among  em- 
ployees and  customers  alike.  Duffield 
traded  handshakes  for  hugs  at  the  end 
of  customer  calls.  Employees  were 
"family"  and  treated  to  some  of  the 
most  lavish  perks  in  the  software  busi- 
ness. Says  one  ex-manager:  "I  couldn't 
have  left  if  Dave  was  still 
there.  I  just  couldn't  have." 

When  the  party 
abruptly  ended,  Duffield 
was  taken  by  surprise.  An 
executive  at  one  of  People- 
Soft 's  largest  customers 
warned  Duffield  in  early 
1998  that  his  company 
would  stop  all  software 
purchases  for  several 
months  to  work  on  millen- 
nium bugs.  Duffield  re- 
sponded by  offering  the 
startled  man  .1  iob.  "He 
couldn't  seem  to  heir  what 
I   was  savin;  the 

executive. 

PeopleSoft  op<  ) 

by  laying  off  430  empl 
shortly  before  (  onwa\ 


the  rescue  job  after  an  agonizing  nine- 
month  search  in  which  Duffield  wavered 
over  whether  he  would  stay  on.  Employ- 
ees were  wary  of  the  new  president  who 
reported  to  the  company's  board  and  not 
to  Duffield,  who  quietly  bowed  out  four 
months  after  Conway  joined.  It  is  hard 
to  imagine  the  dignified  45-year-old 
whooping  it  up  as  Duffield  had  during 
the  company's  heyday.  Conway  is  partial 
to  impeccably  tailored  suits  rather  than 
the  chinos  and  open-necked  sportshirts 
favored  by  Duffield. 

Conway  found  a  company  in  disar- 
ray. Sales  were  often  booked  without 
purchase  orders.  PeopleSoft  consultants 
showed  up  on  job  sites  without  signed 
contracts.  "Nothing  wrong  with  any  of 
that  except  you  can't  collect  the 
money,"  Conway  says.  More  than  300 
customers  were  90  days  behind  on  pay- 
ment, some  as  much  as  a  year. 

Inexplicably,  three  engineering 
teams  had  been  working  on  identical 
software  programs.  Conway  merged 
them  into  one  and  14  disgruntled  pro- 
grammers stormed  out  the  door.  Many 
more  left  for  dot-coms  and  the  chance 
to  get  rich  from  stock  options.  People- 
Soft's  turnover  rate,  which  at  11%  had 
been  less  than  half  the  Silicon  Valley  av- 
erage, soared  to  25%.  "I  used  to  pray 
every  night  that  the  Dow  would  drop 
2,000  points,"  Conway  says. 


Craig  Conway's  Turnaround  To-Do  List 

1999 

1  -   Define  new  e-business  strategy. 

2  -  Fill  in  customer  relationship  management  gap. 

3  -  Recruit  managers  with  experience  running  big, 
innovative  organizations. 

4  -  Infuse  culture  with  new  values:  intensity, 
accountability,  competitiveness. 

2000 

I  -  Get  new  e-business  software  to  the  market. 


2  -  Increase  sales  and  marketing  programs. 

3  -  Launch  new  e-commerce  initiatives:  ASP,  market- 
places, professional  service  automation. 

4  -  Run  PeopleSoft  as  an  e-business  itself, 
connecting  to  customers,  suppliers  and  employees 

5  -  Increase  global  sales  to  50%  of  total. 


Conway  still  needs  to  resuscitate 
sales.  Last  year,  he  began  an  overhaul  0 
PeopleSoft's  products,  boosting  the  en 
gineering  budget  from  15%  of  revenue 
to  27%.  In  September  he  purchased 
Vantive,  a  popular  supplier  of  software 
for  managing  customer  accounts,  for 
$495  million  in  stock.  "Customer  re- 
source management,"  has  been  among 
the  hottest  products  in  the  software 
business.  "It  seems  counterintuitive  tc 
spend  money  when  you're  in  a  down- 
turn. But  you  have  to  if  you're  going  tc 
remain  viable.  The  perception  of  no 
being  viable  is  death  in  enterprise  soft- 
ware," says  Conway. 

To  convince  companies  that  People 
Soft  can  help  them  conduct  e-business 
Conway  is  spending  an  estimated  $2> 
million,  three  times  the  usual  advertisj 
ing  budget,  according  to  Competitivd 
Media  Reporting.  It  is  promoting  itj 
"front  ends,"  the  software  that  you  set 
when  you  log  onto  a  site,  as  a  complej 
ment  to  its  systems  that  manage  invenl 
tory,  purchasing  and  finance.  SAP  an<j 
Oracle  are  making  the  same  pitchl 
PeopleSoft's  advantage  is  an  installed 
base  of  4,000  customers.  Switching 
from  one  software  package  to  anothel 
can  be  prohibitively  expensive.  He  alsd 
hopes  to  pick  up  business  from  an  aill 
ing  Baan.  Taking  a  page  from  his  old 
boss,  Larry  J.  Ellison,  Conway  recendj 
___^  launched  a  "Baan  Voyagel 
campaign,  offering  $1 00,00  j 
worth  of  consulting  fees  t 
any  Baan  customer  wh 
switches  to  PeopleSoft. 

"Craig's  really  done  it  b 
the  book,"  says  Eri 
Schmidt,  the  ex-Sun  Mi 
crosystems  executive  hire< 
to  rescue  Novell.  "Turn 
arounds  have  two  phase; 
You  have  to  get  everythin 
stable  and  everyone  workin 
again.  The  second  phase 
figuring  out  what  the  com 
pany  will  be.  He's  in  th 
midst  of  that  process." 

PeopleSoft  has  a  Ion 
way  to  go  to  see  its  stock  re 
cover  to  the  old  high  of  $5( 
but  it  just  might  get  there. 
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Will  your  future  speak  of 

ess?  It  will  if  it 
includes  Acxiom. 

Because  only  Acxiom  can 
create  the  most  accurate 
picture  of  your  customer 
assembled. 

Not  simply  by  supplying 
data.  But  by  providing  the 
services  and  breakthrough 

-lologies.  such  as 
AbiliTec.  that  give  you  the 
knowledge  to  deepen  your 
customer  relationships. 
Both  globally.  And  locally. 

So  you  can  create 
opportunity.  The 
opportunities  that  drive 
success.  And  success  that 
will  make  your  future 
very  bright  indeed. 
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ACXIOM 


Creating  future  without  fear. 


FOCUS 


STRATEGY 

ONLINE  BRANDING 

VENTURE  FUNDING 

INCUBATION 

E-COMMERCE 

BROADBAND  &  WIRELESS 

INTERNET  DEVELOPMENT 

Would  you  like  a  clear  picture  of 

what  your  company,  competitors  and 

industry  will  look  like  in  the  future? 

Or  see  your  operations,  assets  and 

strengths  translated  to  the  online 

world?  Would  you  like  the 

perspective  and  insight  to  define 

the  strategy  to  do  it  right?  If  you  do. 

your  answer  is  the  vision,  resources 

and  talent  of  Rare  Medium. 
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Amylin  in  1995. 

Johnson  &  Johnson  was  interested 
and  knocked  on  Amylin's  door  in  June 

1995.  J&j's  Lifescan  unit  is  a  big  seller  of 
blood  glucose  monitors,  making  it  an 
ideal  partner.  The  two  agreed  to  split 
development,  marketing  costs  and 
profits  equally. 

With  J&j's  backing  Amylin  moved 
into  its  last  phase  of  clinical  trials,  to 
show  that  Symlin  decreased  blood 
sugar  in  Type  1  and  Type  2  diabetes.  To 
get  Symlin  to  market  Greene  recruited 
Richard  Haugen  as  chief  executive  in 

1996.  Haugen  had  a  strong  resume, 
having  been  chief  operating  officer  of 
Allergan,  a  biotech  company. 

But  Amylin's  first  set  of  studies  in 
August  1997  was  disappointing.  Symlin 
had  failed  to  lower  blood  sugar  signifi- 
cantly in  Type  2.  J&J  stood  by  the  com- 
pany, having  already  disbursed  $117 
million.  Data  were  still  to  come  from 
trials  in  Europe  and  Canada. 

Then  came  the  shocker.  In  March 
1998,  seven  months  before  the  next  trial 
data  were  due,  J&I  dumped  Amylin.  Its 
action  made  no  sense.  After  investing 
$174  million  I&J  was  giving  up  all  of  its 
rights  to  Symlin.  Only  two  months  ear- 
lier it  had  stocked  up  on  $12  million 
worth  of  the  drug.  Why  not  wait  for  the 
upcoming  results?  |&J,  which  still  owns 
6.2%  of  Amylin,  says  it  had  discussed  its 
decision  with  Amylin,  but  Joe  Cook  de- 
nies such  a  conversation  took  place. 


"There  was  no  doubt  in  my  mind  that 
this  was  unexpected,"  he  says.  He  sus- 
pects that,  without  a  "champion"  in  se- 
nior management,  Amylin  got  the  ax 
during  a  cost-cutting  review. 

Over  that  weekend  in  San  Diego 
Greene  and  Haugen  decided  to  step 
down  and  turn  the  reins  over  to  Cook. 
"My  credibility  had  evaporated;  it  was 
time  to  get  a  new  boss,"  says  Greene. 

Cook,  58,  had  impeccable  creden- 
tials. He  had  retired  from  Eli  Lilly,  the 
leading  seller  of  insulin,  having  run  its 


to  figure  out  the  optimal  dosage  earlier. 
Cook  says  Amylin  was  so  eager  to  close 
the  deal  with  J&J  that  it  ceded  to  the  com- 
pany's demand  to  rush  into  the  last 
phase.  J&J  isn't  commenting  on  the  trials. 

With  each  blow  Amylin's  stock 
plunged  deeper.  It  dropped  from  a  high 
of  $13  a  share  at  the  end  of  1996  to  31 
cents  two  years  later,  valuing  the  com- 
pany at  a  paltry  $11.5  million — less 
than  half  its  cash  on  hand.  Cook 
slashed  staff  and  costs  again. 

He  resorted  to  a  last  desperate  move 


JOE  COOK  SUSPECTS  THAT  AMYLIN  GOT  THE 
AX  DURING  A  COST-CUTTING  REVIEW  AT  JAJ. 


global  manufacturing  division.  He  had 
joined  Amylin's  board  in  1994  and 
helped  broker  the  deal  with  J&J. 

Amylin  had  $35  million  in  cash,  less 
than  a  year's  worth.  Cook  cut  $3  mil- 
lion off  the  $15  million  quarterly  oper- 
ating budget  by  laying  off  80  of  the  300 
employees.  To  tide  things  over,  he 
raised  $13  million  in  equity,  primarily 
from  state  retirement  funds. 

Cook  hunkered  down  and  waited  for 
the  European  results.  Bad  news.  Patients 
got  nausea.  Out  of  three  dosages  tested 
on  diabetics,  Amylin  had  picked  the 
highest  one  as  its  target  dose.  "This  was 
my  worst  nightmare,"  says  Cook  Amylin 
had  poorly  designed  its  trials  by  failing 


The  Rise  and  Fall  and  Rise  of  Amylin 


After  a  painful  slide,  things  could  brighten  up  for  Amylin  if  its  Symlin  diabetes  drug  is  approved. 


to  avoid  folding  the  company.  He 
showed  the  data  from  the  European 
trial  to  a  dozen  diabetes  experts,  who 
had  been  skeptical  of  Symlin.  "We 
wanted  to  do  a  sanity  check,"  he  says. 

Not  all  was  lost.  Although  the  high- 
est dosage  didn't  work,  the  other  two 
seemed  promising.  The  skeptics  told 
Cook  to  plow  ahead.  "If  that  hadn't 
been  clear  from  those  folks,  I  think  I 
would  have  said  'That's  it,' "  he  says. 

Cook  refocused  his  one  ongoing  set 
of  studies  on  the  two  lower  dosages, 
scrapping  the  third,  highest  one.  He 
once  again  passed  the  hat  around  the 
table,  raising  $15  million  from  the  board 
and  a  wealthy  entrepreneur  whose 
daughter  has  diabetes 
mmmmmmmmmmm    Cook  gave  back  his  salary 
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private  equity. 
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OCTOBER  1998  - 
Failure  of 
European  trials. 


AUGUST  AND 
NOVEMBER  1999 

Redesigned  trials 

show  positive  results. 
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and  then  some,  putting  in 
$1.5  million. 

Perseverance  paid  off. 
Late  last  year  Symlin  trials 
showed  a  healthy  drop  in 
blood  sugar  without  hypo- 
glycemia, and  patients  lost 
weight  to  boot.  Cook 
raised  a  quick  $100  million 
in  private  equity.  The 
money  will  go  toward  mar- 
keting Symlin.  Amylin's 
stock  has  rebounded  to 
$15,  and  Cook  is  rehiring. 

If  Symlin  is  approved, 
it  will  bring  sweet  vindica- 
tion to  Amylin.  F 


"%"  stands  for  security.  And  CA  stands  for  the  most 
advanced  eBusiness  security  software  in  the  world. 
Computer  Associates  is  the  leader  in  eBusiness  security 
software  with  the  broadest  range  of  mission-critical 


software  solutions  and  a  worldwide  army  of  thousands 
of  experienced  security  professionals.  CA  even  has 
intelligent  agents  called  Neugents    that  are  so 


advanced,  they  can  predict  the  future  —  including 
where  and  when  Internet  security  breaches  may  oca 


eTr  u  s  t '" 


Firewalls 


Encryption 


So  call  1-800-342-5224  today  or  visit 
wvrw.ca.com  to  find  out  how  CA  can  help  better 
protect  your  company.  Because  if  you're  not  in 
sBusiness,  you  won't  be  in  eBusiness  for  very  long. 


Antivirus 


SmartStorage 


Web  Development  Tools 


qomputer 
Associates 

Software  superior  by  design. 


2000  Computer  As'  ociates  International. 
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Parameters  By  Andrew  J.  Kessler 


Popcorn  with  My  PC 


WARNING  TO  VIDEOPHILES:  BEFORE  YOU  RUSH 
out  and  buy  a  $l,000-plus  DVD  player  to  go 
with  your  rear-projection  or  plasma  TV,  con- 
sider using  your  humble  PC  instead.  It 
sounds  goofy,  especially  after  years  of  failed 
efforts  "converging"  the  TV  and  PC.  But  a  growing  number 
of  programmers  and  innovators  within  digital-entertain- 
ment circles  are  focusing  their  efforts  on  turning  the  ubiq- 
uitous PC  into  a  better-faster-cheaper  brain  for  controlling 
high-end  home-theater  hardware.  If  these  "home-theater 
PCs"  take  off,  Toshiba,  Mitsubishi,  Sony  and  the  rest  of 
Japan  Inc.  had  better  watch  out  for  brutal  competition  from 
the  likes  of  Dell,  Compaq  and  Gateway. 

The  videophile's  chief  problem  has  always  been  picture 
resolution.  TV  is  an  analog  system,  a  big  vacuum  tube  with 
magnets  on  the  back.  The  magnets  direct  an  electron  beam 
onto  glowing  phosphorous,  painting  240  horizontal  lines  of 
display  every  30th  of  a  second.  Because  the  magnets  are 
slow,  the  TV  display  has  to  be  interlaced,  meaning  it  paints 
one  set  of  240  lines  and  then,  one  30th  of  a  second  later,  an- 
other set  adjacent  to  the  first  just  as  the  first  set  is  fading.  (PC 
resolution  is  better  because  it  uses  progressive-scan  output. 
The  screen  contents  are  stored  in  memory  and  painted  in 
their  entirety  every  60th  of  a  second  on  a  better  tube.) 

Whether  you're  watching  cable,  VHS  or  direct  broadcast 
satellite,  you're  stuck  with  the  quality  of  interlaced  TV  dis- 
play. Despite  this,  videophiles  spend  thousands  of  dollars  on 
rear  projection  and  front  projection  and  plasma  TVs,  mainly 
to  get  a  bigger  screen.  They  then  are  forced  to  buy  line  dou- 
blers  and  scalers  to  paint  between  750  and  1,250  lines  every 
60th  of  a  second  out  of  that  analog  signal. 

That's  why  videophiles  who  want  higher  resolution  on 
their  big-screen  TVs  run  out  and  buy  $l,000-plus  DVD  play- 
ers that  do  progressive  output.  Don't  do  it!  It  turns  out  that 
if  you  hook  up  a  PC  with  a  decent  graphics  card  to  those 
same  TVs,  and  put  a  movie  in  the  DVD-ROM  player,  you  get 
progressive  output.  The  display  is  as  good,  if  not  better,  at 
the  same  $1,000  cost,  and  you  get  the  rest  of  the  stuff  the  PC 
does — Web  surfing,  playing  MP3  songs,  balancing  your 
checkbook — for  free. 

A  high-end  Toshiba  DVD  player  may  have  cooler  buttons 
on  the  front,  but  it's  not  programmable.  What  fun  is  that? 
The  PC  has  all  of  the  hardware  it  needs:  a  DVD  drive,  a  frame 
buffer,  a  sound  card  and  a  fast  processor.  Home-theater-PC 
makers  such  as  Avatar  and  RKRCassini  get  their  parts  ever 
more  cheaply  because  1 0'  nllion  PCs  are  sold  with  similar 
•orients.  High-end  nvi  I  layers  may  ship  10,000  units. 
;  from  the  home-theater  ?C  is  Dolby  Digital  plugged 
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into  your  receiver,  same  as  a 
DVD  player.  Graphics-card 
makers  such  as  Nvidia  and 
ATI  are  constantly  leapfrog- 
ging each  other,  since  they're 
also  feeding  the  PC  market. 

The  problem  is  that  not 
much  software  exists  to  run  a 
home-theater  PC.  But  forums 
have  emerged  to  discuss  and 
solve  the  relevant  issues.  My  fa- 
vorite is  www.avsforum.com, 
whose  members  are  figuring 
out  the  problems  and  writing 
code  to  solve  issues  involving 
aspect  ratios,  controls  and 
wireless  remotes.  The  unoffi- 
cial king  of  this  forum  is  Mark 
Rejhon,  a  25-year-old  college 
dropout  from  Ottawa.  Rather 
than  pay  for  high-end  con- 
sumer electronics  gear,  he  fig- 
ured out  how  to  program  his 
Pentium  machine  to  be  his 
home-theater  hub.  In  real  life 
he  is  a  contract  programmer, 
but  he  seems  to  spend  every  spare  minute  dissecting  most 
graphics  cards  and  their  drivers  to  figure  out  how  to  get  the 
best  possible  image. 

In  a  Linux-like  open-source  movement,  Mark  and 
dozens  of  others  post  code  and  patches  and  other  neat  util- 
ities to  create  home-theater  PCs.  Their  shareware  will  soon 
outdo  Tivo  and  Replay  for  storing,  stopping  and  playing 
back  TV  shows  or  scenes  you  missed.  The  software,  however, 
has  a  ways  to  go.  I've  had  to  reboot  Windows  in  the  middle 
of  watching  The  Fifth  Element.  Then  there's  always  the  WAF, 
or  wife  acceptance  factor.  But  even  that  is  being  resolved 
with  easy-to-use  universal  remotes  that  can  control  both  PCs 
and  audiovideo  equipment. 

The  consumer  electronics  guys  aren't  standing  still.  JVC  is 
now  selling  digital  VHS  boxes,  RCA  sells  high-definition 
DirecTV  boxes  and  Sony  has  announced  plans  to  license  its 
PlayStation  platform,  ideally  suited  for  home-theater  use. 
But  my  guess  is  that  we'll  soon  see  Dell  making  horizontal 
black  PCs  to  match  those  Sony  and  Aiwa  receivers.  F 


Videophiles  who 
want  higher 
resolution  on  their 
big-screen  TVs  run 
out  and  buy 
Sl.OOO-plus  DVD 
players.  Don't  do  it! 
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Andrew  J.  Kessler  (akealer@velcap.com)  is  a  general  partner  of 
Velocity  Capital  Management,  a  technology  and 
communications  investment  company  in  Palo  Alto,  Calif. 
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Digital  Tools  By  Stephen  Manes 


The  Web  Speaks,  Sort  Of 


HOLD  THE  (WEB-ENABLED  CELL)  PHONE!  A  NEW  WRIN- 
kle  promises  to  breathe  new  life  into  any  beat-up  old 
handset.  "Voice  portals"  that  let  you  talk  your  way  to 
Web-based  information  from  any  phone,  cellular  or  not,  are 
springing  forth  from  startups  coast  to  coast. 

Despite  the  Internet  Age  hype,  delivering  information  and 
entertainment  over  the  phone  is  hardly  a  new  idea.  In  my 
youth,  in  the  Fifties,  an  old-fashioned  rotary  phone  could  get 
recorded  messages  for  weather  forecasts  and  time  of  day,  not 
to  mention  market  data  from  the  august  firm  of  Moore, 
Leonard  &  Lynch.  After  1983,  when  the  FCC  forced  local  telcos 
out  of  the  recorded-message  business,  so-called  audiotext  bur- 
geoned, with  dial-a-porn  services  leading  the  way. 

Today  local  newspapers  around  the  country  run  ad-sup- 
ported "infoline"  services  offering  everything  from  world  news 
to  school  homework  assignments  at  the  touch  of  a  few  but- 
tons. Airline  and  movie  reservation  systems  let  you  speak  re- 
quests instead  of  punching  them  in. 

So  what's  the  big  deal  with  "voice  portals"?  Greater 
breadth,  ease  of  use  and  interactivity — or  so  goes  the  mantra. 
In  theory,  navigating  by  voice  rather  than  by  keypad  offers 
more  options  and  quicker  navigation — and  works  better  while 
driving.  Sophisticated  voice-recognition  systems  understand 
your  commands  without  having  to 
learn  the  quirks  of  your  voice. 

Linked  to  specially  formatted 
Web  sites  and  databases,  the  por- 
tals deliver  what  amounts  to  cus- 
tomized real-time  news  radio.  No 
need  to  wait  for  the  next  traffic  re- 
port; dial  in  and  get  it  now.  Users 
can  tailor  voice  portals  much  as 
they  do  Web  portals  like  Yahoo.  But 
surfing  is  restricted  to  the  very  lim- 
ited subsets  of  information  the  por- 
tals choose  to  offer. 

These  services  try  hard  to  avoid 
synthesized  voices  that  sound  more 
like  computers  with  gas  pains  than 
actual  human  beings.  For  options 
like  news  updates  they  rely  on 
sound  bites  recorded  by  melliflu- 
ous announcers;  for  changing  data  they  make  heavy  use  of 
"concatenated  speech" — snippets  of  material  like  numbers 
and  stock  names  prerea  •  led  by  humans  and  strung  together 

the  fly. 

To  hear  how  the  concept  works  in  reality,  pick  up  the 
rportab  right  now.  As  shown  in  the 
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"Voice  portals"  offer 
greater  breadth, 
greater  ease  of  use 
and  interactivity— 
or  so  goes  the 
mantra. 


table  on  page  214,  each  offers  a 
different  mix  of  services. 

Tellme  is  the  most  ap- 
proachable, because  it  radiates 
the  sense  that  someone  has 
considered  the  format's  chal- 
lenges. It  has  the  least-irritat- 
ing user  interface,  its  brief 
"brought-to-you-by"  ads  are 
only  minimally  annoying  and 
its  news  feeds  seem  to  be  the 
freshest.  Its  concatenated- 
speech  sections  are  the  easiest 
to  take,  and  its  voice  recogni- 
tion seems  the  best:  When  I  fed 
its  weather  service  a  couple  of 
dozen  small  towns,  the  only 
one  it  had  trouble  with  was 
San  Rafael,  Calif. 

It  also  offers  surprising 
depth.  All  the  services  offer 
stock  quotes,  but  Tellme  has 
company-related  news  (some 
as  fresh  as  day-old  bread)  as 
well  as  such  fundamentals  as 
daily  and  yearly  highs  and 
lows,  market  cap  and  P/E  ra- 
tios. With  the  other  services,  if 
the  system  simply  refuses  to 
understand  what  you  say,  there 
is  no  way  to  correct  it.  With 
Tellme  you  can  poke  the  ticker 
symbol  in  via  the  keypad. 

Tellme's  restaurant  direc- 
tory does  not  offer  that  option, 
and  it  insisted  that  when  I  said 
"Bahn  Thai"  I  meant  "Bon 
Marche."  But  it  does  include 
Zagat  reviews  and  will  connect 
you  with  the  eatery,  saving  you 
the  price  of  directory  assistance 
and  possibly  the  call.  If  you're 
willing  to  put  up  with  a  brief  ad,  Tellme  will  give  you  a  two- 
minute  long-distance  domestic  call  for  free.  Entertainment 
features  include  a  blackjack  game;  imagine  what  this  might 
do  for  road  rage  if  real  money  were  at  stake. 

Audiopoint  has  a  range  of  offerings,  and  goes  far  beyond 
the  others  in  letting  you  use  its  Web  site  to  customize  what  you 
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*  leaders  of  the 
mobile  world 


If  you're  wondering  who  really  defines 

mobile  communications  these  days, 

here  are  a  few  questions  to  ask. 

Who  developed  the  technology  to 

access  the  Internet  through  the  display 

on  your  mobile  phone?  Who  is 

making  it  possible  to  e-mail  your 

clients  from  the  back  seat  of  a  cab? 

Who  employs  over  23,000  active 

research  people  in  23  countries? 

In  each  case,  the  answer  is  Ericsson. 

Surprised?  Give  us  a  call.  We'll 

introduce  you  to  the  world  of  Bluetooth 

and  3G,  where  wires  are  history  and 

connections  are  limitless. 


|1 -800-Ericsson 
uvww.ericsson.com 
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want  to  hear  in  a  special  audio  report.  But  the  user  interface 
often  gets  in  the  way,  following  every  stock  quote  by  asking  you 
if  you  want  another,  and  popping  up  commercials  when  you 
least  want  to  hear  them,  like  immediately  after  you've  asked 
"What  are  my  choices?"  to  figure  out  what  you  can  say. 

BeVocal  specializes  in  location-based  services.  Its  offerings 
are  rudimentary,  apart  from  one  big  trick,  limited  so  far  to 
California:  turn-by-turn  driving  directions  from  Mapquest. 
But  for  now  you  have  to  know  the  addresses  of  both  starting 
point  and  destination,  making  it  all  but  useless  for  getting  to 
your  hotel  from  the  airport. 

Major  landmarks  should  be  added  soon,  but  even  so  there 
are  problems.  The  system  did  not  understand  my  pronuncia- 
tion of  such  major  Los  Angeles  streets  as  Figueroa  and  Sepul- 
veda,  rendering  it  useless.  Call  me  low  tech,  but  I'll  stick  with 
tradition:  Call  your  destination  and  ask  for  directions. 

Quack.com  annoys  with  both  sketchy  content  and  a  quirky 
interface.  But  before  the  end  of  summer  the  company  intends 
to  offer  a  site  based  on  the  significandy  more  expansive  fea- 
tures of  Lycos. 

Voice  portal  technology  is  a  work  in  progress.  Each  ser- 
vice eventually  managed  to  get  me  into  a  situation  so  frus- 
trating I  hung  up.  Each  occasionally  produced  audio  with 
breakups  that  made  the  information  so  unintelligible  I  had  to 
call  back.  And  each  is  organized  so  differently  that  you  will 
probably  prefer  to  stick  with  one  to  avoid  confusion.  The  most 


ambitious  voice  portal  I've 
seen,  not  yet  available  to  tht 
general  public,  comes  fron 
Telsurf  Networks.  It  promise 
everything  from  account  b; 
ances  to  Internet  radio  s 
tions.  Alas,  my  tests  sugge 
that  on  several  counts  it  is  si 
a  long  way  from  delivering. 

Voice  features  should  corn 
to  sites  that  cut  a  smaller  swath 


These  services  try 
hard  to  avoid 
synthesized  voices 
that  sound  more  like 
computers  with  gas 
pains  than  actual 
human  beings. 

thanks  to  standards  like  VXMI 
a  voice-enabling  variant  of  the  fast-growing  Extensibl 
Markup  Language.  The  new  portal  companies  intend  to  e; 
revenue  as  application  service  providers  for  others  who  wi 
to  voice-enable  their  Web  sites,  whether  individual  compani 
or  aggregators  like  Web  portals  and  phone  carriers.  One 
rier  is  already  in  the  fray:  In  January  BellSouth  initiated  Ini 
by  Voice  at  404-633-TALK,  offering  services  similar  to  the  na 
tional  portals  but  with  Atlanta-flavored  wrinkles. 

If  national  voice  portals  catch  on,  their  major  limiting  fac 
tor  may  be  the  same  one  that  successful  Internet  servic 
providers  constandy  grapple  with:  busy  signals.  I 

Stephen  Manes  (steve@cranky.com)  is  the  cohost  o/Digital 
Duo,  a  weekly  public  television  series.  Visit  his  forum  at  our  Wt 
site,  www.forbes.com/manes. 
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Speak  Up.  the  Web  Is  Listening 

Consider  these  free  voice  portals  as  works  in  progress.  Their  developers  intend  to  roll  out  more  and  better  features  and  help 
others  develop  specialized  portals.  But  even  the  current  offerings  deliver  lots  of  information  at  the  sound  of  your  voice. 

Audiopoint                       BeVocal                        Quack.com                Tellme 

WWW.MYAUDI0P0INT.COM                WWW.BEV0CAL.COM                      WWW.QUACK.COM                    WWW.TELLME.COM 
CATEGORY                      888-38  AUDIO                               800-4-BVOCAL                          800-73-QUACK                     800-555-TELL 

Traffic 

incident  list 

incident  list 

incident  list 

area  report 

Weather 

major  U.S.,  world  cities 

major  U.S.  cities 

major  U.S.  cities 

entire  U.S. 

News 

world,  national, 
entertainment,  business, 
lighter  side" 

no 

no 

top  stories, 

entertainment,  business, 
health 

Financial 

quotes,  sector  news, 
market  summaries 

quotes 

quotes 

quotes,  company  news, 
fundamentals 

Sports 

scores,  team  reports, 
individual  sports  news 

no 

scores 

scores,  game 
summaries,  news 

Airline  info 

no 

flight  info  for  most 
domestic  carriers 

no 

connects  call  to  airlines' 
published  numbers 

Driving  directions 

no 

California  only 

no 

no 

Restaurants 

no 

no 

in  Minneapolis, 

San  Francisco,  partial 

listings  for  other  cities 

national,  includes  Zagat 
reviews,  connects  call 
directly  to  restaurant 

Entertainment 

book,  movie, 

TV  reviews,  horoscope 

no 

movie  times,  info 

movie  times,  info, 
soap  opera,  lottery  info, 
blackjack,  horoscope 

Free  long-distance           no 

no 

no 

two-minute  call 

Personalization 

>  Web,  choose 
'or  custom  report 
from>:  ,ine 

from  Web,  set  home 
and  work  addresses  for 
directions,  stocks 

from  Web  or  phone,  set 
traffic,  weather,  movie, 
theater,  team,  stocks 

from  Web  or  phone, 
set  stocks 

Quirks 

intrusivi    immercials 

poor  voice  recognition, 
few  services 

more  functional  Lycos- 
based  site  to  follow 

limited  customization 
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There  hasn't  been  this  much  excitement 

surrounding  a  discovery  since  that 

famous  day  1 50  years  ago  when  James 

Marshall  came  running  up  the  steps  of 

566)^   Sutter's  Mill  yelling  "Boys!  By  God,  I 
IPPPPPPPPP/  j 

think  I've  found  a  gold  mine!  It's  gold, 

I  tell  you!,"  thus  triggering  the  great  California  gold  rush. 

From  Silicon  Valley  to  Shanghai,  companies  are  rushing  to  build 

—  or  connect  to  —  electronic  business-to-business  marketplaces 

that  allow  multiple  buyers  and  sellers  to  dynamically  exchange 

goods  and  services,  reduce  costs  and  streamline  their  supply 

chains.  Net  markets,  digital  marketplaces,  trading  exchanges,  e- 

markets,  vortals  —  whatever  they're  called,  online  B2B  trading 

platforms  have  arrived  with  an  explosive  force  that  has  reshaped 

how  companies  buy  from  and  sell  to  one  another. 


Internet  markets  create  new  ways  of 
doing  business  in  traditional  industries 
such  as  industrial  shipping,  papers  and 
chemicals,  where  the  process  of  buying 
and  selling  commodity-like  products 
was  previously  complex  and  time-con- 
suming. Buyers  and  sellers  can  meet 
on  a  virtual  trading  floor  and  transact 
as  quickly  and  efficiently  as  commodi- 
ties traders  do,  using  a  variety  of 
market-making  mechanisms  ranging 
from  fixed-price,  such  as  catalog  pur- 
chasing, to  dynamic  pricing  mecha- 
nisms that  include  auctions,  exchanges 
and  barter. 

"The  opportunity  is  new,  because 
prices  become  transparent  —  cutting 
out  the  old  broker-based  intermedi- 
aries who  made  their  money  by  infor- 
mation arbitrage,  keeping  buyers  and 


sellers  in  the  dark,"  says  Kevin  Jones, 
CEO  of  Net  Market  Makers.  "In  these 
exchanges,  new  buyers  and  new  sell- 
ers find  each  other." 

AMR  Research's  latest  study  indi- 
cates that  business-to-business  (B2B) 
e-commerce  will  be  adopted  at  a  more 
accelerated  rate  than  many  companies 
realize,  reaching  $5.7  trillion  by  2004. 
The  firm  estimates  that  industry  lead- 
ers will  move  60%  to  100%  of  their 
transactions  to  the  Internet  over  the 
next  two  years.  AMR  says  companies 
that  do  not  take  an  aggressive 
approach  to  B2B  e-commerce  and  pre- 
pare for  digital  marketplaces  will  lose 
customers  —  and  ultimately  fail. 

Net  marketplaces  come  in  three 
basic  operating  styles: 

•  Trading  Exchange  Platforms  like 


VerticalNet  and  i2  Technologies' 
TradeMatrix,  which  support  trading 
communities  in  multiple  markets 

•  Industry-Sponsored  Exchanges 
(ISEs)  like  the  one  being  built  by  the 
Big  Three  automakers  and  dozens 
of  other  industry  consortia 

•  Net  Market  Makers  (NMMs)  like 
e-Steel,  NECX  and  BuildPoint,  which 
focus  on  specific  industry  verticals 
or  specific  business  processes, 
host  electronic  marketplaces,  and 
use  various  market-making  mecha- 
nisms to  mediate  any-to-any  trans- 
actions among  businesses. 

In  the  past  few  months,  some  60 
coalitions  of  billion-dollar  companies 
have  announced  plans  to  build  their 
own  electronic  marketplaces.  The  pro- 
posed marketplaces  involve  278  com- 
panies, which  control  a  staggering  $3 
trillion  in  annual  purchasing,  according 
to  Credit  Suisse  First  Boston.  Because 
these  ISEs  are  focused  on  economies 
rather  than  profits,  they  pose  a  threat 
to  Trading  Exchange  Platforms  and 
NMMs.  but  they  appear  to  be  vulnera- 
ble themselves  to  legal  and  regulatory 
challenge. 

Virtually  all  U.S.  firms  will  be  trans- 
acting business  on  the  Internet  in  two 
years,  drawn  online  by  a  host  of 
compelling  cross-organization  process 
efficiencies,  according  to  Forrester 
Research.  Another  technology  research 
firm  —  GartnerGroup  —  says  that  the 
worldwide  B2B  market  will  grow  from 
$145  billion  in  1999  to  $7.29  trillion 
in  2004,  at  which  time  it  will  repre- 
sent 7%  of  the  forecasted  $105 
trillion  total  global  sales  transactions. 
By  contrast,  business-to-consumer 
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(B2C)  sales  in  1999  reached  only 
$20  billion,  according  to  Forrester. 

Storm  Clouds  Ahead? 

Despite  all  the  rosy  projections,  early 
Net  markets  have  encountered  a 
number  of  challenges.  As  of  June 
2000.  more  than  1.700  online  market- 
places had  been  launched,  and  new 
ones  are  announced  every  day.  Each 
industry  has  room  for  maybe  one  or  two 
major  players,  yet  there  are  more  than 
40  health-care  rivals  and  at  least  50 
players  in  chemicals.  Not  all  will  sur- 
vive. Over  the  next  couple  of  years, 
there  is  likely  to  be  an  enormous 
amount  of  consolidation.  Gartner 
Group's  prediction  of  10.000  B2B  mar- 
ketplaces by  2003  seems  generous. 
Most  e-marketmakers  assumed  that 


if  they  created  a  market  of  buyers,  sup- 
pliers would  naturally  follow.  That  has 
not  been  the  case  for  two  principal  rea- 
sons. One  is  that  few  suppliers  want  to 
be  evaluated  solely  on  price  and  few 
marketplaces  have  an  automated  mech- 
anism for  considering  things  like  quali- 
ty and  delivery.  The  second  problem  is 
that  getting  their  catalogs  and  product 
information  in  shape  to  be  published  on 
the  Web  is  complex  and  costly. 

"Catalog  content  development  is  the 
single  largest  project  delay  in  e-pro- 
curement  projects."  says  Pierre 
Mitchell,  an  analyst  at  AMR  Research. 
"Suppliers,  usually  not  technically 
savvy,  have  a  harder  time  getting  data 
and  applications  retooled  to  the  require- 
ments of  an  exchange." 

Net  markets  also  face  the  not-so- 


simple  problem  of  how  to  make  money. 
Most  B2B  marketplaces  depend,  in 
whole  or  in  part,  on  transaction  fees  to 
survive,  but  order  matching  is  an  inher- 
ently low-margin  business  and  likely  to 
get  even  lower  as  the  number  of  trans- 
actions increase.  As  Mary  Meeker  and 
Charles  Phillips  of  Morgan  Stanley 
Dean  Witter  note,  the  New  York  Stock 
Exchange,  the  mother  of  all  trading 
exchanges,  supports  $7.3  trillion  and 
169  billion  shares  in  trading  volume 
each  year  but  generates  only  $101  mil- 
lion in  income. 

In  essence,  most  marketplaces  act 
as  an  intermediary  —  basically  a  ser- 
vice that  brings  buyers  and  sellers 
together,  collects  a  transaction  fee  or 
tax.  and  then  bows  out  of  the  process. 
More  and  more,  however,  are  beginning 
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to  act  as  a  metamediary,  a  term  coined 
by  Mohanbir  Sawhney,  professor  at  the 
Kellogg  Graduate  School  of  Manage- 
ment, Northwestern  University,  to 
describe  a  marketplace  that  not  only 
brings  buyers  and  sellers  together  but 
also  provides  value-added  services  that 
reduce  marketplace  inefficiencies  and 
create  happy,  repeat  customers  —  not 
to  mention  profits  —  for  the  provider. 

Next-Generation  Net  Markets 

Net  markets  are  going  to  be  a  huge  part 
of  the  corporate  purchasing  landscape, 
but  there  is  a  growing  awareness  by  e- 
marketmakers  that  in  order  to  prosper, 
or  even  survive,  they  have  to  move 
beyond  the  transactional-fee  model  and 
begin  to  offer  additional  value-added 
services,  such  as  research,  financing, 
order  fulfillment,  business  process  align- 
ment, integration  across  multiple  supply 
chains,  and  direct  procurement.  That  is 
good  news  for  the  army  of  trading  plat- 
form builders,  makers  of  community 
and  collaboration  tools,  network  ser- 
vices providers,  content  management 
providers  and  other  infrastructure 
makers.  As  JoMei  Chang,  CEO  of  Vitria 
Technology,  notes  elsewhere  in  this  sec- 
tion, it's  just  like  the  California  gold  rush. 
Some  e-marketmakers  will  strike  it  rich, 
others  will  not.  The  only  companies 
guaranteed  to  make  money  are  those 
supplying  the  mules,  the  pickaxes  and 
the  blue  jeans. 

Altra  Moving  Number  One 
Energy  Exchange  To 
100%  Web-Based  Platform 

Whei  industry  experts  talk  about  suc- 
cessful Net  markets,  the  name  Altrade 


"Becoming  100% 
Web-based  allows 

Altrade  to  offer 
even  more  real-time 

information  and 
industry  content  for 

our  customers." 

Mark  Crosno 

President 

Electronic  Trading 
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inevitably  comes  up  as  an  example  of 
how  to  do  it  right.  Years  before  the 
widespread  commercial  use  of  the 
Internet  and  the  birth  of  Net  market- 
places, Houston-based  Altra  Energy 
Technologies  was  building  its  own  pri- 
vate networks,  stringing  lines  across 
the  country,  planting  terminals  on  the 
desks  of  hidebound  traders  in  the 
wholesale  energy  business,  and  per- 
suading them  to  give  up  their  wasteful 


system  of  trading  via  paper,  telephone 
and  fax. 

"The  whole  industry  system  was 
primitive,  time-consuming  and  costly," 
says  Altra's  founder  Rusty  Braziel,  who 
had  cut  his  teeth  in  the  industry  with 
Texaco,  where  he  became  senior  vice 
president  of  marketing  and  trading.  "We 
knew  there  had  to  be  a  better  way." 
After  Braziel  left  Texaco  to  head  up  the 
electronic  trading  system  of  Williams, 
he  realized  that  one  part  of  the  puzzle 
was  solved,  but  it  wasn't  until  a  deal 
was  brokered  with  the  back-office  man- 
agement systems  of  PanEnergy  (now 
Duke  Energy)  that  most  of  the  total 
solution  came  together. 

Inspired  by  that  early  success  and 
realizing  that  being  owned  by  two 
industry  giants  was  a  barrier  to 
growth,  Braziel  and  his  team  raised 
some  venture  capital  from  Battery 
Ventures  and  Austin  Ventures  and 
bought  Altra  from  the  Williams/Duke 
partnership  in  1997. 

Altrade  is  a  real-time,  anonymous 
exchange  where  customers  trade  nat- 
ural gas,  crude  oil,  natural  gas  liquids, 
and  electric  power  online.  By  offering 
customers  an  electronic  trading  plat- 
form, as  well  as  software  applications 
that  support  risk  management  and 
scheduling,  operational  control  and 
transportation  management,  Altrade 
not  only  enables  transactions,  it  also 
helps  facilitate  planning,  executing 
and  fulfilling  trades  carried  out  on  the 
exchange.  Already  considered  the 
best  by  many  analysts,  including  AMR 
Research,  Altrade  continues  to  lead 
the  revolution  as  the  exchange  moves 
to  a  100%  Web-based  platform  that 


To  dominate  digital  markets  you  need  an  eBusiness 


strategy    that    strikes    with    blinding    speed    and 


swiftly  generates  new  revenue  opportunities.  Calico's 


revolutionary  suite  of  Java-based  eBusiness  applications 


provides  an  unequalled  competitive  edge.  How?  Like  a 


six-figure-a-year  salesperson,  Calico  enables  your  Web 


site   to   analyze   customer  needs,    offer  customized 


solutions  and  advice,  make  cross-sell  recommendations 


and  close  sales.  Even  for  your  most  complex  products 
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and  services.   (Try  that  with  simple  personalization 


technology.)  The  result?  Greater  revenues.  Increased 


profit  margins.  Higher  ROI.  And  hordes  of  loyal  customers. 


If  you  want  to  sell  products  online,  turbo  charge  existing 


channels  or  run  a  net  marketplace,  choose 


the  solution  that  leaders  like  GE  Capital, 


Nortel,   Best  Buy.   Dell,   Chemdex  and 


dozens  more  turned  to— Calico.  Begin  your  conquest  now. 


Go  to  www.calico.com  conquers  or  call  1-800-717-9077 
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will  allow  clients  to  trade  from  any- 
where, anytime. 

"Our  new  technology  makes  it  possi- 
ble to  stay  on  the  leading  edge  of  B2B 
exchanges  by  adding  enhancements 
and  upgrades  to  Altrade  as  the  market 
demands  it,"  says  Altra  CEO  Paul 
Bourke.  "We  can  do  it  all  remotely  and 
with  no  interruption  to  trading  activity." 
The  company  has  worked  closely  with 
Oracle,  Tibco,  Epicentric,  Cisco  and 
other  technology  leaders  to  maintain 
the  system's  integrity  and  to  ensure 
that  there  is  no  downtime  for  its  traders 
during  the  transition. 

"Becoming  100%  Web-based  allows 
Altrade  to  offer  even  more  real-time 
information  and  industry  content  for  our 
customers,"  says  Mark  Crosno,  presi- 
dent of  Altra 's  Electronic  Trading  Ser- 
vices. "We  can  provide  energy  industry 
news,  weather,  prices  and  bid-ask  post- 
ings, all  in  real  time  with  no  delay  and 
designed  to  create  a  total  experience 
for  energy  traders." 

SAQQARA  Removes  Barriers  to 
Supplier  Participation  in  E  markets 
One  of  the  most  serious  barriers  to 
widespread  supplier  participation  in  Net 
markets  is  furnishing  customized  prod- 
uct content  to  multiple  trading  partners 
in  different  formats.  Most  suppliers 
have  managed  product  information  in 
traditional  unstructured  paper-based 
processes  that  do  not  lend  themselves 
to  easy  manipulation  for  syndication. 
Furthermore,  because  of  the  need  to 
get  to  market  quickly,  e-marketmakers 
have  purchased  product  information 
fron  third-party  aggregators,  which  do 
little  to  enable  suppliers  to  brand  and 
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differentiate  themselves  from  competi- 
tors or  control  the  quality  of  content 
being  provided. 

"Those  manufacturers  and  distribu- 
tors that  create  new  processes  for 
managing  and  syndicating  product 
information  can  establish  and  maintain 
preferred  status  with  key  buyers  and 
trading  partners,"  says  Don  Swenson, 
vice  president  of  marketing  and  busi- 
ness development,  SAQQARA  Systems 
Inc.,  a  leading  provider  of  electronic 
content  management  and  publishing 
software  for  business-to-business  elec- 
tronic commerce. 

To  solve  what  has  become  one  of  the 
largest  obstacles  to  rapid  B2B 
e-commerce  adoption,  SAQQARA  intro- 
duced its  Cornerstone  Program,  which 
enables  suppliers  to  create  a  new 
process  for  managing  product  content 
for  electronic  commerce.  This  includes 


a  network-based  catalog  syndication 
application  to  automate  the  process  of 
distributing  real-time  product  content  to 
trading  partners. 

"In  order  to  reach  their  true  poten- 
tial, e-markets  must  provide  access  to 
accurate,  detailed  and  relevant  product 
information  —  without  placing  undue 
burdens  on  suppliers,"  says  Tim  Mina- 
han,  research  director  of  Aberdeen 
Group's  e-business  practice.  "SAQQARA 
addresses  this  challenge  through  a 
unique  mix  of  Web-based  solutions  to 
enable  suppliers  to  develop  and  main- 
tain control  over  their  catalog  content 
and  services  to  ensure  that  this  con- 
tent is  formatted  and  distributed  to 
multiple  marketplaces." 

As  part  of  the  Cornerstone  Program, 
suppliers  have  their  product  content  ini- 
tially prepared  for  Web  e-commerce 
using  SAQQARA's  Product  Content  Ser- 
vices. Once  the  product  content  is 
cleansed  and  classified,  it  can  be  dis- 
tributed through  SAQQARA's  Product 
Content  Syndication  service. 

Suppliers  can  also  leverage  the  ini- 
tial Product  Content  Service  into  full 
Catalog  Hosting  to  help  brand  and  dif- 
ferentiate products  through  a  strong, 
independent  Web  presence.  SAQQARA's 
industrial-strength  ProductServer™  is  a 
best-of-breed  catalog  application  that 
enables  suppliers  to  affordably  manage, 
enrich  and  brand  product  content  and 
provide  a  superior  buying  experience 
with  advanced  product  selection  capa- 
bilities. Many  leading  industrial  suppli- 
ers including  AMPAgilent,  Becton  Dick- 
inson, GE  Power  Systems,  ITT-Canon, 
McMaster-Carr  and  Molex  have  imple- 
mented SAQQARA's  solution  for  product 
(continued  on  page  10) 
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Behind  every  great  site  is  one  great  research  engine. 

And  as  the  premier  Web  provider  of  vertical  trade  communities,  VerticalNet  should  know.  That's  why,  when  they 
{  wanted  one  powerful  research  engine  for  their  site  ChemicalOnline,  they  chose  EoCenter.  EoCenter  delivers 
information  that  complements  VerticalNet's  original  editorial  content  seamlessly.  In  fact,  they  can  deliver  the  most 
up-to-date,  chemical  information  right  from  the  ChemicalOnline  site.  And  so  can  you.  EoCenter  will  give  you  the  same 
seamless  access  to  high-quality  industry  information  through  the  Internet.  Users  will  spend  more  time  on  your  site. 
And  you'll  gain  stronger  brand  equity  as  an  invaluable  resource.  Discover  how  EoCenter  enhances  the  Chem/cc/Online 
user  experience,  and  how  we  can  do  the  same  for  your  site.  Visit  www.eoenabled.com/chemicalonline 
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An  Interview  with 


JoMei  Chang 


President  and  CEO 
Vitria  Technologies 


JoMei  Chang  founded  Vitria  Technology  in  1994  to  help  com- 
panies automate  and  optimize  their  extended  enterprise  of 
business  partners  and  customers.  Under  her  leadership, 
Vitria  has  delivered  a  software  platform  for  e-business  that 
automates  the  business  processes  within  extended  enter- 
prises and  gives  them  unprecedented  levels  of  visibility  into, 
and  control  of,  their  internal  and  external  interactions. 
Prior  to  Vitria,  JoMei  cofounded  a  company  where  she 
pioneered  the  development  of  the  digital  trader  workstation, 
which  transformed  securities  and  bond  trading  around  the 
world  and  created  the  first  commercial  market  for  high- 
performance  workstations. 

Q:  The  rapid  adoption  of  enterprise  application  inte- 
gration (EAI)  technologies  like  Vitria's  BusinessWare 
has  revolutionized  the  way  companies  manage  many  of 
their  mission-critical  processes.  Can  you  provide  us 
with  an  overview  of  just  how  far  we've  come  in  the  past 
five  years? 

Chang:  EAI  is  actually  not  being  viewed  as  a  strategic  solu- 
tion in  itself  but  is  really  focused  on  connecting  and  inte- 
grating disparate  applications.  What  companies  have  come 
to  realize,  with  our  help,  is  that  integrating  your  internal 
applications  is  only  the  beginning.  The  key  part  of  helping 
a  company  be  most  efficient  is  to  automate  business 
processes  from  end-to-end,  providing  visibility  and  control. 
EAI  was  only  the  beginning.  It  triggered  the  next  set  of 
questions:  How  do  I  really  add  business  value;  how  do  I 
automate  my  business  processes  across  the  enterprise? 

Q:  How  well  are  businesses  meeting  this  challenge? 
Chang:  Companies  compete  on  how  good  their  business 
process  innovation  is  and  how  well  they  execute  their  busi- 
ness processes.  But  a  lot  of  automation  is  still  done  in  piece- 
mea.  fashion  and  focused  on  the  functional  level.  Business 
proces  ~es  go  horizontally  across  the  enterprise.  To  compete 


effectively,  you  need  to  have  end-to-end  visibility  and  control 
of  your  business  processes. 

Q:  Where  does  the  Vitria  Business  Network  fit  into  the 
picture?  What  are  its  benefits? 

Chang:  The  Business  Network  concept  is  really  based  on  the 
belief  that  every  company  wants  to  be  the  center  of  its  own 
universe  and  wants  to  form  its  own  trading  community.  At  the 
same  time,  the  rise  of  Net  markets  means  that  companies 
will  end  up  also  doing  business  with  different  partners  and 
multiple  trading  exchanges.  That,  in  some  sense,  actually 
mirrors  the  real  world  of  business.  The  Vitria  Business  Net- 
work allows  e-business,  network-enabled  companies  to  par- 
ticipate in  multiple  trading  communities  electronically  linked 
to  different  trading  partners,  within  and  across  multiple  indus- 
try boundaries. 

Q:  Some  digital  marketplaces  seem  to  be  stuck  at  the 
transactional  stage  and  offer  little  more  than  a  simple 
matching  of  buyers  and  sellers,  with  purchase  decisions 
largely  based  on  price.  What  do  marketplaces  need  to  do 
to  extend  the  value  of  their  offerings? 
Chang:  Today's  marketplaces  are  focused  on  procurement  of 
products  and  services.  The  Vitria  model-driven  platform  allows 
our  customers  to  take  their  domain  knowledge  to  implement 
their  own  e-business  processes.  These  can  include  procure- 
ment and  the  entire  range  of  business  processes  that  define 
a  company,  such  as  customer  order  fulfillment,  inventory  man- 
agement, manufacturing  and  so  on. 

The  difficult  part  in  the  past  has  been  how  to  translate  your 
business  knowledge  into  applications  that  will  perform  all 
these  processes.  The  benefit  of  the  Vitria  model-driven  plat- 
form is  that  you  can  take  your  business  knowledge  and  you 
can  graphically  model  it  and  —  using  our  patented  technology 
—  can  directly  execute  it  to  have  it  link  to  different  automa- 
tion processes  internally,  and  even  externally,  to  produce  end- 
to-end  business  automation.  That  gives  you  a  very  rapid  time- 
to-market.  More  important,  you  can  rapidly  modify  it  as  your 
business  changes. 

With  this  approach,  we  take  companies  with  industry-spe- 
cific knowledge  and  easily  drop  their  models  onto  our  soft- 
ware platform.  Basically,  we  remove  technology  barriers  so 
that  companies  with  business  knowledge  and  initiatives  can 
very  quickly  get  them  into  operation  and  able  to  do  business- 


critical  transactions  with  the  set  of  partners,  customers  and 
suppliers  of  their  choice. 

Q:  Companies  have  been  pursuing  economies  in  their 
supply  chains  for  several  years  now  —  beginning  with  the 
client/server-based  ERP  systems  and  then  the  advanced 
planning  systems.  Can  you  explain  how  Vitria  moves 
supply-chain  management  to  a  whole  new  level? 
Chang:  The  traditional  ERP  and  planning  software  initiatives 
have  focused  on  the  internal  supply  chain  —  automating 
the  flow  of  supply-and-demand  information  across  depart- 
ments. What  we  have  been  able  to  do  is  to  extend  that 
automated  exchange  of  information  to  external  partners 
and  suppliers. 

Q:  A  lot  of  analysts  say  that  there  will  be  a  shakeout 
in  the  number  of  vertical  marketplaces,  simply  because 
some  industries  have  so  many  competitors  chasing  the 
same  dollars.  As  an  infrastructure  player  with  a  broader 


customer  base  than  simply  Net  markets.  Vitria  should 
be  fairly  immune  to  a  big  blip  in  this  space.  But  what  is 
your  view  about  the  sustainability  of  the  Net  markets' 
gold  rush? 

Chang:  Gold  rush  is  a  good  analogy.  It  implies  that  there 
will  be  many  people  looking  for  gold,  but  only  a  handful  will 
strike  it  rich.  I  think  many  of  the  exchanges  are  going  to 
face  significant  challenges  because,  number  one,  what  is 
the  barrier  to  entry?  And,  number  two,  if  everybody  is  doing 
it,  what  is  your  true  competitive  advantage?  Just  like  in  the 
gold  rush,  the  only  companies  that  are  guaranteed  to  make 
money  are  the  infrastructure  providers  —  the  people  who 
make  the  picks  and  the  mining  pans.  We  believe  that 
through  the  infrastructure  we  provide,  we  are  improving  our 
customers'  chances  of  success  by  giving  them  a  platform 
that  is  flexible  enough  to  be  changed  as  the  business  con- 
ditions change. 
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No,  it's  not  a  typo.  It's  a  new  way  of  business  for  electronic  engineering  professionals.  With  more  than  210,000 
registered  users  QuestLink.com  is  the  leading  Web  marketplace  for  the  electronic  engineering  community.  QuestLink.com 
gives  the  engineering  community  the  timely  technical  content  they  need  to  research,  compare  and  buy  electronic  components, 
hardware  and  software  tools.  It's  the  combination  of  in-depth  technical  content  and  e-commerce  capability  that  will  shorten 
time-to-market  in  the  development  of  next  generation  electronic  systems. 

Led  by  veterans  of  the  semiconductor  industry,  QuestLink  is  redefining  commerce  for  the  electronics  industry.  We  call  it 
ee-commerce.  You'll  call  it  one  heck  of  an  opportunity. 
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(continued  from  page  6) 

content  management  and  publishing. 
"We  are  uniquely  positioned  to  help 
suppliers  as  SAQQARA  has  tradition- 
ally created  solutions  for  this  side 
of  the  market,"  says  Robert  Payne, 
president  and  CEO  of  SAQQARA  Sys- 
tems Inc.  "Suppliers  accelerate  their 
e-commerce  activity  by  providing  qual- 
ity product  content  to  potential  buyers. 
E-marketplaces  increase  purchases 
and  customer  satisfaction  by  providing 
buyers  the  product  information  they 
need  to  make  an  informed  purchase 
decision." 

Nistevo  Delivers  Web-Based 
Supply-Chain  Network  for  Top 
Consumer-Products  Firms 

Innovative  companies  are  looking  out- 
side their  four  walls  to  improve  their 
supply  chain  —  not  to  cut  costs,  but 
rather  to  improve  efficiencies  that 
create  a  win-win  situation  for  both  ship- 
per and  carrier.  Although  Net  markets 
are  generally  associated  with  the  sale 
of  goods  and  services,  many  experts 
believe  they  perform  an  even  more  valu- 
able service  by  facilitating  collaboration 
across  networks  and  supply  chains.  An 
innovative  example  is  a  new  private, 
Internet-based  freight  and  logistics 
exchange  powered  by  Nistevo.com  for 
General  Mills,  The  Pillsbury  Co.,  Land 
0' Lakes  and  Graphic  Packaging  Corp. 
Through  its  Nistevo.com  network, 
Minneapolis-based  Nistevo  is  the  lead- 
ing provider  of  Web-based  services  for 
collaborative  logistics.  Nistevo.com  pro- 
vides online  contract  management, 
hange  and  cooperative  execution  for 
a  network  of  shippers  and  carriers 
acrosi  multiple  industries  such  as  con- 


"We're  addressing 

what  is  clearly 

a  major  gap 

in  most  e-commerce- 

enabled  supply-chain 

strategies  — 

a  lack  of 

a  collaborative 

logistics  solution." 

Kevin  Lynch 
President  and  CEO 
Nistevo  Corporation 


sumer  packaged  goods,  retail,  chemi- 
cal, health  care,  manufacturing  and 
automotive. 

For  the  consumer  packaged-goods 
alliance,  Nistevo.com  manages  term 
service  contracts  for  members  of  the 
alliance  and  matches  carriers  that  have 
extra  cargo  space  with  other  compa- 
nies on  the  network  that  need  goods 
delivered  along  the  same  route.  By 
combining  loads  and  enabling  trucks  to 
travel  close  to  capacity,  companies 
save  money,  improve  customer  rela- 
tionships and  streamline  their  process- 
es. In  addition,  the  exchange  offers 
real-time  tracking  of  shipments,  which 
pinpoints  the  physical  location  of  any 
shipment  from  the  time  an  order  is 
placed  until  the  product  arrives  at  its 
destination.  The  exchange  is  not  open, 
but  rather  a  network  of  trusted  partners. 
Members  of  the  alliance  determine 
what  lanes  they  want  to  share  with 
other  members  of  the  alliance. 


"We  think  it's  a  very  innovative  way 
to  realize  significant  transportation 
efficiencies  by  combining  logistics  pur- 
chases on  shared  carriers,  without 
having  to  use  separate  systems  to 
tender  and  manage  contract  and  spot 
trucks,"  says  Kevin  Schoen,  director 
of  strategic  alliances  at  General  Mills. 
"Nistevo. corn's  network  provides  a 
very  easy  place  to  collaborate 
because  it's  all  Web-based  and  you 
don't  have  all  the  technical  complexi- 
ty that  you  have,  say,  in  trying  to  get 
General  Mills'  supply  chain  to  coordi- 
nate with  another  big  company's 
supply  chain  directly.  That's  why  we 
like  a  hosted  tool  like  Nistevo.com;  it 
sits  out  on  a  Web  site,  it's  common  to 
all  the  players,  and  the  integration 
back  into  our  system  is  fairly  simple 
considering  how  detailed  it  is." 

About  80%  of  all  logistics  is  bought 
on  contract.  Companies  want  to  work 
with  dependable  suppliers,  carriers  and 
partners.  The  Nistevo.com  network  pro- 
vides a  secure,  inclusive  and  neutral 
environment  that  allows  this  trusted 
partner  network  to  collaborate  on  con- 
tracts, execution  and  exchange  regard- 
less of  the  complexity  of  the  distribu- 
tion or  the  number  of  transactions. 

"We're  addressing  what  is  clearly  a 
major  gap  in  most  e-commerceenabled 
supply-chain  strategies  —  a  lack  of  a 
collaborative  logistics  solution,"  says 
Kevin  Lynch,  Nistevo 's  president  and 
CEO.  "For  e-marketplaces  truly  to 
impact  the  supply  chain,  they  must 
move  beyond  being  simply  aggregators 
of  supply  and  demand  and  provide 
value-added  benefits  to  all  partners 
involved  through  collaboration." 
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The  Number  One  Site 
For  Building  Monumental  Profits. 

Discover  where  contractors  are  getting  a  bigger  share  of  their  $3.2  trillion  industry. 

Visit  BuildPoint.com,  the  largest  online  marketplace  for  construction. 

It  saves  them  time  and  money  by  making  their  businesses  more  efficient. 

E-mail  info@buildpoint.com  for  more  about  the  company  that's  quite  literally,  building. 


rBuildPoint^ffl! 

Where  contractors  do  business. 
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SAP  Marketplaces  Offer  More 
Than  Simple  Buying  and  Selling 

Net  markets  have  quickly  become  one 
of  the  most  strategic  technology  deci- 
sions facing  enterprise  leaders  today. 
They  offer  the  promise  of  huge  cost 
savings,  increased  supply-chain  effi- 
ciency and  return  on  investment.  But 
not  all  Net  markets  are  created  equal. 
"E-marketplaces  are  more  than  inde- 
pendent buying  and  selling,"  says  Peter 
Graf,  vice  president  of  marketing  for 
SAPMarkets,  an  SAP  AG  subsidiary 
dedicated  to  creating  and  powering 
globally  interconnected  business-to- 
business  marketplaces.  "Today's 
buyers  and  sellers  are  part  of  a  larger 
community  and  supply  chain  that  are 
dependent  on  a  full  range  of  complex 
interactions  that  stem  from  commerce. 
Our  e-marketplaces  provide  collabora- 
tion and  value-added  services  — 
supply-chain  management,  transporta- 
tion logistics,  financial  services,  con- 
tract/channel management  and  cus- 
tomer relationship  management  — 
that  companies  need  to  create  a  suc- 
cessful online  business." 


"SAPMarkets 
represents  the  next 
step  In  our  goai  to 

become  the 
recognized  leader  In 

developing  and 
operating  business- 
to-business 
marketplaces." 

Peter  Graf 

Vice  President  of 

Marketing 

SAPMarkets 


Integration  with  back-end  systems  is 
one  of  the  key  challenges  in  bringing 
e-marketplaces  to  fruition  and  ensuring 
marketplace  success.  According  to  Graf, 
integration  with  the  back  end  is  a  key 
ingredient  in  SAP's  approach  to  building 
marketplaces  —  whether  those  sys- 
tems are  mySAPcom  systems  or  not. 

"Integration  has  emerged  as  a  real 


B2B  Mission:  Capture  a  Piece  of  the 
Trillions  of  Commerce  Dollars  Flowing  Between  Businesses 


TRANSACTION  SERVICES 


sticking  point  for  both  buyers  and  sell- 
ers in  e-markets,"  says  Graf.  "We've 
seen  what  happens  on  the  consumer 
side  when  Internet  retailers  try  to  meet 
the  increased  demand  and  often  run 
into  trouble  because  the  order  taking  is 
not  tied  to  the  order  fulfillment  with  the 
back-office  system.  The  same  chal- 
lenges exist  on  the  B2B  side,  and  we're 
going  to  see  Net  markets  that  simply 
can't  handle  the  volume  of  business 
they  attract." 

mySAPcom  marketplaces  form  inte- 
grated business-to-business  hubs  for 
companies  of  all  sizes  and  industries. 
For  example,  the  mySAPcom  market- 
place at  www. mySAPcom  features 
buyers  and  sellers  such  as  Cisco,  Dell, 
Grainger,  Compaq,  HP  and  Enron,  as 
well  as  many  small  and  medium-size 
businesses  around  the  world. 

Since  then,  five  more  SAP-powered 
marketplaces  have  gone  live: 

•  service.sap.com  addresses  the 
consulting,  training,  support  and 
technical  services  needs  of  the 
SAP  community 

•  www.mySAPat  is  a  joint  venture 
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Source:  Rci  ertson  Stevens 


I 


I 


NECX's  Global  Electronics  Exchange  gives  300,000 
registered  users  access  to  $30  billion  of  inventory. 

With  more  than  $1/2  billion  in  annual  trading 
volume,  "dot.com"  is  only  part  of  the  story. 


This  is  where  it  all  comes  together,  one  of  the  world's 
largest,  fastest  growing  —  and  most  liquid  —  centralized 
markets  for  electronic  components,  computer  products  and 
networking  equipment. 

The  Global  Electronics  Exchange  unites  the  market  making 
power  of  NECX.com  with  VerticalNet's  popular  Advanced 
Technologies  and  Communications  Communities.  The  result 
is  an  innovative  "bricks  and  clicks"  digital  marketplace.  A 
unique  combination  of  content,  communities  and  commerce 
that's  solving  today's  mission-critical  inventory  problems. 


In  real  time,  more  than  300,000  purchasing,  engineering 
and  management  professionals  from  1 29  countries  can 
share  knowledge  and  conduct  anonymous  transactions. 
Hundreds  of  industry  savvy  traders  provide  advice  and 
assistance.  And  everything's  supported  by  extensive  back 
office,  quality  assurance,  fulfillment  and  logistical  capabilities, 
plus  a  worldwide,  world-class  IT  infrastructure. 

Want  a  firsthand  look  at  the  trading  hub  for  the  electronics 
business?  You'll  find  it  at  NECX. corn's  Global  Electronics 
Exchange.  Call  800-922-6327,  or  visit  www.necx.com 
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between  Telekom  Austria,  Hewlett- 
Packard  and  SAPMarkets  that  pro- 
vides the  citizens  of  Austria  with  a 
localized  business  directory,  auc- 
tions and  public  services 

•  marketplace.mysap.com/ 
chempharm/en/  is  a  global  market- 
place for  the  chemical  and  phar- 
maceutical industry 

•  www.myimmobilie.de  is  a  sky7home 
venture  that  aims  to  become  the 
leading  Internet  mall  for  buying  and 
renting  real  estate  in  Europe 

•  www.neoforma.com  is  a  leading 
health-care  e-commerce  provider 
that  has  utilized  mySAPcom  to 
create  an  integrated  supply-chain 
exchange  for  the  health-care  industry. 

Another  15  marketplaces  are  under 
development. 

To  meet  the  growing  demand  for 
mySAPcom  marketplaces,  the  compa- 
ny launched  SAPMarkets  in  Palo  Alto, 
Calif.,  in  May.  Having  a  focused  dot- 
com company  under  its  wings  will 
enable  SAP  to  better  deliver  the  com- 
pany marketplace  activities  and 
resources  to  help  customers  compete 
in  the  Internet  economy,  says  Graf: 
"SAPMarkets  represents  the  next  step 
in  our  goal  to  become  the  recognized 
leader  in  developing  and  operating 
business-to-business  marketplaces." 

Idapta  Retains  Personal 
Relationships  for  B2B  E-markets 

When  GlobalFoodExchange.com,  the 
largest  and  most  active  Internet  mar- 
ketplace for  the  $800  billion  global 
food  trade,  was  founded  in  1999,  its 
goal  was  to  bring  the  efficiency  of 
e-comi  lerce  to  food  markets  while 


preserving  and  enhancing  crucial  per- 
sonal relationships. 

In  shopping  for  a  platform  provider, 
the  company  wanted  an  infrastructure 
that  supported  its  unique  policy  of 
allowing  trading  partners  to  interact 
confidentially  with  one  another,  strength- 
ening relationships  and  lowering  trans- 
action costs.  It  also  had  three  other 
demanding  requirements.  The  solution 
had  to  enable  its  strategy  of  building 
several  marketplaces  to  service  the 
entire  perishable  food  industry;  it  had 
to  allow  GlobalFoodExchange.com  to  be 
first  to  market  with  value-added  fea- 
tures; and,  not  incidentally,  the  first 
marketplace  had  to  be  up  and  running 
in  six  weeks. 

GlobalFoodExchange.com  selected 
Idapta™,  not  just  because  its  Market- 
Exchange™  trading  application  could 
be  deployed  quickly,  utilizing  a  rules- 
based  approach  to  transaction  building, 
but  because  it  allowed  GlobalFoodEx- 
change. corn's  customers  to  retain  per- 
sonal relationships,  something  not 
being  considered  in  the  decision 
process  for  B2B  e-markets. 

"  Idapta 's  ability  to  get  us  to  market 
quickly  and  to  provide  functionality  that 
is  attractive  to  our  users  sets  them 
apart  from  their  competition,"  says 
Mark  Moore,  president  and  cofounder 
of  GlobalFoodExchange.com. 

MarketExchange  enabled  Global- 
FoodExchange.com  to  build  new  mar- 
ketplaces within  days,  not  weeks  or 
months.  With  the  flexibility  and  scala- 
bility of  Commerce  0/S™,  GlobalFood- 
Exchange.com  can  build  and  deploy 
new  applications  and  services  without 
having  to  rebuild  its  infrastructure  as  its 


business  grows.  MarketExchange  sup- 
ports the  migration  of  offline  business 
relationships  to  the  exchange  by 
enabling  Global FoodExchange. corn's 
customers  to  set  up  private,  user- 
defined  marketplaces. 

MarketExchange  further  accommo- 
dates the  annual  contracts  that  exist  in 
many  of  the  food  markets  that  Global- 
FoodExchange.com  serves.  Even  when 
the  value  of  certain  goods  is  not  clear- 
ly defined  by  the  market,  GlobalFood- 
Exchange. corn's  customers  can  nego- 
tiate product  price  to  increase  the 
probability  of  a  successful  transaction. 

"Idapta  has  recognized  the  need  to 
have  a  trading  application  that  accom- 
modates different  levels  of  liquidity  that 
exist  in  today's  B2B  marketplaces," 
says  Christopher  Swann,  COO  and 
cofounder  of  GlobalFoodExchange.com. 
"Many  infrastructure  providers  have 
missed  the  boat  on  this  opportunity, 
choosing  instead  to  focus  on  function- 
ality that  is  not  currently  important  to 
us  or  our  customers." 

OnLink  —  The  Right  E-commerce 
Tool  for  Snap-on 

When  Snap-on  Inc.  decided  to  sell  its 
products  online,  the  company  had  one 
overriding  requirement:  customers  had 
to  find  ordering  over  the  Web  at  least 
as  easy  as  —  and  preferably  easier 
than  —  ordering  through  their  sales 
representative.  As  the  leading  develop- 
er, manufacturer  and  distributor  of  tool 
and  equipment  solutions  for  profes- 
sional technicians,  motor  service  shop 
owners,  specialty  repair  centers,  origi- 
nal equipment  manufacturers  and 
industrial  tool  users  worldwide,  the 
(continued  on  page  18) 
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Arun  Gupta 

Chairman  and  Chief  Executive  Officer 
NeuVis  Corporation 


Arun  Gupta,  founder  of  NeuVis  Corporation,  is  a  futurist,  tech- 
nologist and  business  strategist  with  successful  experience 
starting  and  growing  companies.  Gupta  is  perhaps  best 
known  for  his  visionary  approach  to  software  development, 
in  which  visual  tools  for  front-end  Web  site  presentation  are 
combined  with  the  back-end  coding  that  actually  runs  the 
application  in  ways  that  allow  NeuVis  platforms  to  be  set  up 
and  customized  quickly  and  changed  as  frequently  as  market 
conditions  dictate. 

Q:  You  are  best  known  for  your  somewhat  contrarian  view 
that  software  development  is  not  an  art  but  a  science,  more 
akin  to  engineering.  Where  did  that  idea  come  from? 
Gupta:  When  I  sold  my  last  company  around  1993,  I  was 
focused  on  the  emerging  Internet-based  software  and  saw 
that  this  was  a  huge  opportunity  coming  —  at  least  as  big,  I 
thought,  as  the  Industrial  Revolution.  It  occurred  to  me  that 
before  you  could  have  cars  rolling  off  the  assembly  line,  the 
engineering  disciple  had  to  be  invented.  And  I  thought:  what 
are  the  similar  breakthroughs  that  have  to  happen  before  we 
can  have  a  24/7  Internet  economy?  If  you  had  been  in  soft- 
ware, as  I  had  been,  the  answer  was  obvious  —  a  more  dis- 
ciplined and  engineered  approach  to  development.  For  the  30 
years  or  so  that  I've  been  involved  in  software,  development 
has  been  treated  as  an  art  form.  I  could  see  very  clearly  that 
there  was  no  way  that  approach  could  keep  up  with  the 
demands  of  an  information-driven  global  economy.  Software 
had  to  grow  up. 

Q:  What  are  the  demands  of  the  current  economy  that 
require  this  new  approach? 

Gupta:  When  you  talk  about  e-business,  you're  talking  about 
change.  For  the  next  ten  years,  if  not  more,  we'll  have  such 
drarric  tic  changes  in  the  way  business  is  conducted  and  the 
way  ma  kets  behave  that  any  company  sitting  on  software 


application  systems  that  are  static  is  going  to  be  left  behind. 

Understanding  that,  our  objective  became  to  bring  to  soft- 
ware development  the  discipline  that  will  be  able  to  deliver 
three  things:  quality  —  systems  that  stay  up  and  running 
24/7;  speed  —  systems  that  can  be  built  very  quickly 
because  e-business  is  about  speed;  and  flexibility  —  systems 
that  can  be  changed  quickly  in  response  to  business,  mar- 
ketplace or  technology  changes. 

Q:  How  do  you  translate  this  vision  into  reality? 
Gupta:  We  built  a  tool  kit  of  application  development  software 
that  we  call  the  NeuVis  E-business  Engineering  Platform.  If 
you  look  at  any  engineering  discipline,  whether  it's  building 
bridges,  buildings  or  space  communications  systems,  they  all 
have  visual  architectural  tools.  Software  has  programming. 
So  we  built  an  architectural  tool  called  "Architect"  that  essen- 
tially let  you  model  your  business  visually.  And  then  from  that 
model,  using  what  we  call  automated  construction,  you  press 
a  button  and  within  minutes  the  software  builds  —  from  this 
workflow  model  —  a  fully  functional,  high-quality,  reliable  e- 
business  platform. 

Q:  Can  they  be  adapted  to  specific  vertical  industries? 
Gupta:  We  have  built  industry  frameworks  that  are  essentially 
pre-fab  systems  that  have  large  parts  already  designed  and 
built.  So,  when  we  go  to  a  customer  in  a  specific  industry  — 
automotive,  health  care,  international  services  —  we  can  start 
from  those  pre-fabricated  components  and  customize  them 
quickly  to  meet  the  needs  of  a  given  customer. 

Q:  Should  customers  build  or  buy  their  e-business 
systems? 

Gupta:  If  you're  in  e-business,  you  can't  really  have  a  build- 
versus-buy  argument.  If  you  buy  something  in  software,  you're 
buying  a  fixed  entity.  If  e-business  is  about  change,  it's  going 
to  freeze  you  in  time  and  not  be  flexible  enough  to  evolve  with 
you.  On  the  other  hand,  you  can't  afford  to  build  from  scratch 
because  it  will  take  you  forever.  So  the  best  solution  is  to  buy 
and  build.  Buy  pre-fabricated  components  that  can  be  quick- 
ly put  together  to  solve  your  initial  need  but  that  come  with 
the  engineering  tools  that  allow  you  to  easily  build  enhance- 
ments as  your  business  changes.  That,  of  course,  is  what 
NeuVis  does. 


TO  CUT  YOUR  LOGISTICS  SPEND,  YOU  NEED  A 


SUPPLY  CHAI 


SAW 


You  have  already  trimmed  the  obvious 
expenses  from  your  supply  chain.  A  paring 
knife  just  won't  cut  it  any  more.  To  achieve 
the  kind  of  dramatic  savings  that  are  avail- 
able with  today's  technology  you  need  to 
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COLLABORATION, 


tion.  The 

the  results  are 


with  trusted  part- 
ners, automating  interaction  with  carriers 
and  streamlining  your  processes  you  could 
save  up  to  20%  of  your  logistics  spend. 
And  your  carriers  can  optimize  capacity, 
which  could  work  wonders  on  both  of  your 
bottom  lines.  Companies  like  General  Mills, 
Monsanto,  Pillsbury  and  their  carriers  are 
already  taking  advantage  of  collaborative 
istics  through  the  Nistevo.com  network. 
To  see  how,  go  to  www. nistevo. com/2. 
Then  put  away  the  knife. 
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(continued  from  page  14) 

company's  first  concern  was  to  ensure 
it  maintained  its  reputation  for  high- 
quality  products  and  service. 

"Our  e-commerce  initiative  is  integral 
to  our  overall  service  strategy,"  says 
Brad  Lewis,  e-commerce  manager. 
"Salespeople  do  not  hand  customers 
a  list  of  dozens  of  SKUs  and  wait  for 
them  to  figure  it  all  out.  Neither  should 
a  Web  solution." 

The  company  sought  a  solution  that 
would  effectively  guide  customers 
through  the  thousands  of  products 
listed  in  its  catalog  and  provide  cus- 
tomers with  all  the  details  they 
needed  to  make  a  decision,  including 
technical  specifications  and  illustra- 
tions. In  addition,  Snap-on  required 
the  flexibility  to  easily  customize  the 
application  to  meet  a  variety  of  cus- 
tomer requirements  and  expand  it  to 
include  new  products  or  new  compa- 
ny subsidiaries  without  increasing 
deployment  and  maintenance  costs. 

The  e-commerce  solution  also 
needed  to  integrate  seamlessly  with 
Snap-on's  Baan  enterprise  resource 
planning  (ERP)  system  for  the  compa- 
ny's existing  order-management  solu- 
tion to  offer  customers  real-time 
access  to  product  delivery  status  and 
support  information.  Based  on  its 
functionality,  flexibility  and  ease  of 
integration,  Snap-on  selected  OnLink 
Sales,  a  next  generation  application 
from  Redwood  City.  Calif. -based 
OnLink,  a  leading  provider  of  e-com- 
merce sales  and  marketing  applica- 
tions that  are  designed  from  the  cus- 
tomer's perspective.  The  Onlink 
Commerce  Suite  provides  almost 
human  give-and-take,  liberating  online 


customers  to  make  complex  decisions 
without  prior  product  knowledge. 

"OnLink  Sales,  which  is  based  on  the 
company's  Customer  Decision  Archi- 
tecture, puts  it  in  a  class  above  all  the 
other  software  that  we  looked  at,"  says 
Lewis.  OnLink's  unique  Customer  Deci- 
sion Architecture  (CDA)  allows  sellers 
to  take  the  buyer's  perspective.  As  a 
result,  OnLink-powered  sites  fuel  the 
customer  decision  process  with  a  near 
superhuman  ability  to  guide  and  advise 
—  instantaneously. 

In  less  than  four  months,  OnLink 
delivered  Snap-on's  e-commerce  solu- 
tion, representing  more  than  14,000 
products,  and  completed  integration 
with  its  Baan  ERP  system  and  order 
management  systems. 

"The  application  can  quickly  adapt  to 
the  growing  demands  of  our  business," 
adds  Lewis,  "whether  we  decide  to 
cross-sell  our  diagnostic  equipment 
with  our  tool  offerings,  to  add  a  whole 
new  subsidiary  line,  or  to  deploy  to  a 
new  account.  We  can  handle  all  data 
maintenance  and  customization  right 
here,  in  our  new  e-commerce  center  in 
San  Jose." 

BuildPoint  Redefines  Efficiency 
For  the  Construction  Industry 

For  most  of  its  more-than-75-year  his- 
tory, Turtle  &  Hughes  Inc.,  the  $200 
million,  privately  owned  electrical  sup- 
plier, worked  with  its  customers  in 
much  the  same  manner.  Sales  repre- 
sentatives contacted  contractors  who 
were  bidding  out  jobs,  met  with  them 
and  discussed  the  project,  got  a  copy 
of  the  blueprints,  brought  them  back 
to  the  office,  made  copies,  worked 


out  a  price  and  went  back  to  the  con- 
tractor to  negotiate  a  deal. 

"Contractors  spend  an  enormous 
amount  of  time  and  effort  in  bidding 
and  procurement.  That  is  time  they 
could  better  spend  managing  other 
aspects  of  their  projects,"  says 
Robert  Millard,  director  of  e-com- 
merce for  T&H,  one  of  the  country's 
leading  electrical  suppliers,  based  in 
New  Jersey  with  offices  nationwide. 
"At  the  same  time,  suppliers  like 
Turtle  &  Hughes  spend  a  lot  of  time 
and  effort  trying  to  reach  a  broader 
market  of  contractors.  It  is  a  process 
that  has  a  lot  of  built-in  inefficiency." 

Enter  BuildPoint  Corp.,  the  leading 
online  marketplace  for  the  $3.2  trillion 
construction  industry.  BuildPoint  offers 
an  innovative  business-to-business  bid- 
ding and  purchasing  portal  that  allows 
buyers  and  sellers  to  identify  business 
partners  and  transact  business  online. 
Using  BuildPoint,  suppliers  such  as 
Turtle  &  Hughes  can  immediately  broad- 
en their  roster  of  contractors  through 
access  to  the  largest  community  of 
contractors  online,  and  contractors  can 
manage  the  bidding  and  procurement 
process  from  start  to  finish  with  Inter- 
net efficiency.  BuildPoint.com™  links  all 
constituents  —  general  contractors, 
subcontractors  and  suppliers  (distribu- 
tors and  manufacturers)  —  in  a  secure 
environment  to  transact  daily  process- 
es of  bidding,  and  the  buying  and  sell- 
ing of  building  materials  and  services. 

Built  from  the  ground  up  with  deep 
industry  knowledge,  BuildPoint's  e-com- 
merce platform  was  designed  to  meet 
the  intricate  needs  of  construction  pro- 
fessionals. "BuildPoint  is  a  workflow 
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management  tool  that  provides  for 
seamless  transactions  in  the  commer- 
cial construction  industry  —  facilitating 
bids  between  general  contractors  and 
subcontractors,  and  streamlining  pro- 
curement processes  between  subcon- 
tractors and  suppliers  over  the  Inter- 
net," says  James  Piraino,  BuildPoint 
president  and  CEO. 

BuildPoint.com  consists  of  three  mar- 
ketplaces: the  Project  Marketplace  for 
online  bid  solicitation  and  lead  genera- 
tion; the  Product  Marketplace,  an  online 
procurement  platform  that  enables 
companies  to  source,  negotiate  and 
transact  the  purchase  or  sale  of  build- 
ing materials,  equipment  and  supplies 
from  a  wide  range  of  suppliers:  and  the 
recently  added  Financial  Marketplace, 
an  online  financial  resource  for  the 
commercial  construction  industry. 

In  its  first  six  months  of  operation, 
project  transactions  totaling  more  than 
$6.25  billion  transpired  through  Build- 
Point,  and  more  than  650  jobs  were  bid 
out  over  its  Project  Marketplace.  Since 
its  launch  in  November,  BuildPoint.com 
has  grown  rapidly,  gathering  online  the 
largest  community  of  contractors  and 
suppliers  in  the  construction  industry. 
Already  more  than  40  of  the  Engineer- 
ing News  Record's  Top  400  General 
Contractors  have  joined  the  BuildPoint 
community. 

"BuildPoint  is  an  enormous  time- 
saver,"  says  Millard  of  Turtle  &  Hughes. 
"Everything  we  used  to  do  by  tele- 
phone, fax  and  in  face-to-face  meetings 
can  now  be  done  electronically.  Ques- 
tions can  be  resolved  with  a  quick 
e-mail  and  all  forms  and  releases  are 
recorded  electronically,  which  cuts  down 
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on  paperwork  significantly  and  helps 
keep  track  of  who  released  what  and 
when.  Everything  we  need  to  conduct 
business  transactions  is  linked  on  the 
site,  making  tracking  easy." 

Asera  Cuts  Time  to  Market 
For  SemiSales.com 

When  SemiSales.com,  a  Net  market- 
maker  for  the  semiconductor  produc- 
tion industry,  was  launched  in  January, 
founder  and  CEO  Paul  Miller  knew  that 


he  wanted  to  have  a  fully  functioning, 
fully  tested,  customized,  content-rich, 
state-of-the-art  marketplace  ready  to 
launch  at  the  semiconductor  industry's 
big  trade  show  in  July.  Other  companies 
had  their  eyes  on  the  semiconductor 
materials  and  services  market,  so  time 
to  market  was  critical.  To  achieve  that 
goal,  SemiSales.com  turned  to  Asera, 
a  provider  of  high-value  Internet  solu- 
tions for  the  complete  business-to-busi- 
ness commerce  chain. 

"We  were  attracted  to  them  first  by 
their  ability  to  get  a  marketplace  up 
and  running  quickly,"  Miller  says. 
"They  have  done  a  terrific  job  of 
taking  best-of-breed  software  and 
integrating  it  into  a  tightly  knit  pack- 
age that  allows  you  to  get  the  time  to 
market  down  to  the  shortest  period 
possible.  They're  actually  the  first  to 
do  this.  In  the  past,  you  had  to  work 
with  one  company  for  an  e-commerce 
engine,  perhaps  another  for  auctions 
capabilities,  another  for  discussion 
boards,  and  then  try  to  integrate  all  of 
it  yourself  or  with  systems  integrators. 
Asera  has  packaged  all  that  in  a  way 
that  makes  it  very  fast  and  cost-effec- 
tive for  new  marketplaces  to  get  off 
the  ground  in  as  little  as  60  to  90 
days,  depending  upon  what  features 
you  want  to  offer  your  customers." 

The  Asera  e-service  for  Net  markets 
eliminates  all  of  the  technology  burden 
and  helps  companies  deliver  value 
almost  immediately.  Unlike  proprietary 
software  packages,  Asera 's  commerce 
server  is  designed  to  rapidly  incorpo- 
rate new  innovations  from  the  indus- 
try's growing  list  of  best-in-class  Inter- 
net technology.  The  commerce  server 
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is  also  designed  for  extensibility, 
enabling  the  integration  of  specialized 
and  value-added  services  to  provide  a 
comprehensive,  differentiated  solution. 

"Net  markets  have  moved  very 
quickly  from  the  purely  transactional 
'how  do  I  do  the  order'  phase  to  'how 
do  I  manage  the  whole  business 
process  in  ways  that  create  satisfied 
customer  experiences  on  the  Web." 
says  Warren  Weiss,  president  and 
CEO  of  Asera. 

Asera  delivers  leading-edge  dynam- 
ic trade  capabilities  such  as  advanced 
catalog  and  product  selection  that 
allow  buyers  to  quickly  build  orders, 
accurately  choosing  the  products  and 
options  they  need.  Offered  on  a 
unique  pay-as-you-use  basis,  the  e- 
service  ensures  that  costs  are  direct- 
ly related  to  the  benefits  delivered  by 

U.S.  B2B  Market  Overview 
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the  service.  Initial  activation  covers 
configuration,  personalization  and  roll- 
out of  the  customer's  e-business 
solution,  with  subsequent  monthly 


usage  fees  based  on  what  features 
customers  use. 

"The  Asera  e-service  is  the  only 
technology  that  truly  provides  the  full 
range  of  demand-chain  functionality 
required  to  successfully  promote  and 
execute  commerce  in  our  market," 
says  Miller.  "As  vertical  Net  markets 
begin  to  flourish,  the  Asera  e-service 
has  set  itself  apart  from  the  compe- 
tition with  its  ability  to  rapidly  activate 
Net  markets  and  provide  the  func- 
tionality necessary  to  adapt  quickly  to 
changes  in  the  marketplace." 

Productbuzz  Delivers 
Product-Focused  Communities 
Of  Web  Buyers  and  Specifiers 

Alan  Stevens  knows  a  lot  about  creat- 
ing product  buzz.  As  the  publisher  of 
more  than  a  dozen  trade  magazines,  he 
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knew  that  every  industry  has  a  large 
number  of  buyers  and  specifiers  with 
a  nearly  insatiable  appetite  for  new 
information  about  products  and  ser- 
vices. What  better  way  to  deliver  that 
information,  he  thought,  than  through 
the  Internet  with  its  ability  to  deliver 
inexpensive,  instantaneous  and  virtu- 
ally unlimited  information? 

The  result  of  that  insight  is  Product- 
buzz  Inc.,  the  creator  of  product-focused 
business  communities  aimed  at  poten- 
tial customers  in  a  particular  niche 
industry.  The  company's  initial  two  Web 
sites  serve  the  home-health-care  and 
pharmacy  industries  (homehealth. 
productbuzz.com  and  pharmacy. 
productbuzz.com,  respectively). 
Productbuzz's  mission,  Stevens  says,  is 
to  become  the  Internet's  largest  and 
most  robust  provider  of  interactive,  prod- 
uct-focused business  communities  for 
business  buyers  and  sellers  in  the  $7.2 
trillion  manufacturing,  distribution  and 
services  industries.  It  plans  to  launch 
22  additional  sites  in  various  vertical 
business  segments  in  the  coming  year. 

"Our  goal  is  to  have  a  tight  focus  on 
the  content  issues  that  are  relevant 
to  the  buyers  and  specifiers  in  differ- 
ent vertical  markets  to  make  it  very 
easy  for  them  to  find  the  products 
they're  looking  for,"  says  Stevens, 
Productbuzz  president  and  CEO. 

By  using  a  Productbuzz  Web  com- 
munity, participants,  called  members, 
gain  the  advantage  of  speed,  effi- 
ciency and  neutrality  that  the  Internet 
affords  to  those  who  are  searching  for 
products  or  information.  Instead  of 
wading  through  product  periodicals, 
making  dozens  of  phone  calls  or  vis- 
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iting  numerous  Web  sites,  Product- 
buzz  members  can  search  the  whole 
industry  marketplace  from  one  site. 

The  company's  affiliates  —  the  man- 
ufacturers and  distributors  who  are  its 
paying  customers  —  also  benefit  in 
several  ways.  By  hosting  its  products 
on  a  Productbuzz  community,  each 
affiliate  is  able  to  showcase  products 
to  a  far  wider  audience  than  any  one 


company  would  attract  on  its  own,  for 
far  less  than  the  cost  of  an  industry 
magazine  advertisement.  And  in  all 
cases,  Productbuzz  provides  the 
fastest,  simplest  way  for  manufactur- 
ers to  be  sure  that  its  distributors  and 
end  buyers  are  receiving  the  most  up- 
to-date  product  information  possible. 
The  first  rule  of  trade  magazine  pub- 
lishing is  to  know  your  niche,  and  it  is 
this  lesson  that  Stevens  has  brought 
with  him.  "Unlike  many  other  B2B  ex- 
changes or  Net  markets,  our  sites  are 
targeted  very  precisely,"  he  says.  "We 
don't  just  say  we've  got  health-care 
sites  —  though  we  are  in  that  market 
—  instead,  we  say  we  have  a  site  for 
pharmacists,  one  for  dealers  of  home 
health  equipment,  another  for  rehabil- 
itation therapists,  etc.  Our  reasoning  is 
that  people  don't  think  of  themselves 
as  being  in  health  care  but  rather  as  a 
pharmacist  or  rehabilitation  therapist. 
So  that's  how  we  focus  our  sites.  It 
really  permits  us  to  make  them  com- 
munities with  lots  of  value  for  the 
members.  That's  probably  why,  within 
six  months  of  launching  our  home- 
health-care  site,  we  had  already  attract- 
ed 30%  of  the  total  online  population 
in  the  equipment  dealer  industry." 

Calico  Powers  iCongo.com  — 
First  Sporting  Goods  Marketplace 

A  couple  of  years  ago,  Irwin  Kramer, 
founder  and  CEO  of  iCongo.com,  had  a 
vision.  Based  on  his  experience  as  a 
founder  and  director  of  a  software 
company  that  developed  enterprise 
supply-chain  systems  for  sporting 
goods  manufacturers  and  retailers, 
Kramer  saw  that  the  Internet  would 
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someday  devalue  traditional  enterprise 
systems  and  perhaps  even  replace 
some  of  their  functions.  Rather  than 
periodically  revamping  and  replacing 
enterprise  resource  planning  (ERP)  sys- 
tems, Kramer  believed  that  companies 
would  soon  leverage  the  Internet  to 
improve  supply-chain  management  on 
an  ongoing  basis. 

To  seize  this  opportunity,  Kramer 
decided  to  build  an  online  marketplace 
that  would  connect  thousands  of 
buyers  and  suppliers  in  the  $100  bil- 
lion sporting  goods  market,  which 
includes  sporting  equipment,  acces- 
sories, apparel,  footwear  and  recre- 
ational vehicles.  In  1999,  he  launched 
iCongo.com  to  do  just  that. 

Kramer  immediately  began  looking 
for  a  comprehensive  e-commerce  plat- 
form for  the  online  marketplace.  It  had 
to  be  a  solution  that  could  be  deployed 
quickly,  as  time-to-market  was  critical. 
It  had  to  scale  easily  and  effectively  cat- 
alog thousands  of  multidimensional 
products.  Finally,  iCongo.com  needed 
an  e-commerce  application  that  would 
allow  it  to  replicate  its  business  model 
in  order  to  create  additional  online 
exchanges  for  related  industries. 

After  reviewing  a  number  of  soft- 
ware applications,  iCongo.com  select- 
ed Calico  Market  Maker  to  serve  as  the 
central  software  component  of  its 
online  trading  exchange. 

"We  were  very  impressed  with 
Calico's  technical  team,  the  software 
and  the  company  as  a  whole,"  says 
Kramer.  "Furthermore,  Calico  under- 
stood our  vision,  and  they  were  deter- 
mined to  work  with  us  to  create  our 
desired  end  product." 
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iCongo.com  recognized  that  Calico 
would  enable  the  creation  of  a  many-to- 
many  marketplace  featuring  thousands 
of  catalogs  from  numerous  suppliers. 
Calico  Market  Maker  also  offered  a 
wide  range  of  functionality,  including 
approval  confirmation,  transaction  pro- 
cessing, order  tracking  and  notification. 

"Calico  clearly  offers  the  most  highly 
developed  product  for  a  business-tobusi- 
ness  trading  exchange,"  says  Joshua 
Ostrega.  director  of  technology  at 
iCongo.com.  "Market  Maker  is  also  easy 
for  our  users  to  learn  and  operate." 


The  backbone  of  the  Calico  solution 
is  a  cataloging  system  that  enables 
sporting  goods  manufacturers  and 
distributors  to  display  inventory  and 
prices.  Many  industry  sellers  post 
multiple  catalogs  to  reflect  offerings 
for  different  sports  or  seasonal  prod 
uct  lines.  After  registering  with 
iCongo.com,  suppliers  market  the 
new  online  channel  to  their  retail  cus- 
tomer base.  Retailers  can  then  regis 
ter  with  iCongo.com,  search  from  its 
array  of  catalogs,  and  purchase  prod- 
ucts without  paying  a  surcharge. 

Once  buyers  find  their  desired  prod- 
ucts, they  purchase  the  goods  direct 
ly  through  the  marketplace.  Calico 
Market  Maker  then  directs  orders 
toward  the  appropriate  suppliers  foi 
fulfillment.  Order  status  information 
such  as  the  number  of  items  shipped 
or  back-ordered  is  updated  through 
iCongo. corn's  Web  site  or  an  integra 
tion  between  the  marketplace  and  the 
suppliers'  back-office  systems. 

"We  are  now  aggregating  the  entire 
industry's  supply  chain  into  a  one-stop 
purchasing  location,"  Kramer  says. 
"Our  new  Net  marketplace  is  attracting 
thousands  of  buyers  and  sellers,  includ- 
ing many  of  the  top  names  in  the  sport- 
ing goods  industry.  We  expect  to  main- 
tain an  exponential  growth  rate  over  the 
next  two  years,  which  will  continue  to 
boost  our  revenues." 

Exterprise's  ActiveMarket  Enables 
New  Collaborative  Marketplace  for 
3M  and  Its  Business  Partners 

Not  all  B2B  e-market  models  are  start- 
up marketplaces.  Existing  companies 
in  conjunction  with  their  business 
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partners,  are  forming  marketplaces 
around  their  aggregated  product  and 
service  solutions.  For  large  manufac- 
turers with  vital  reseller  relationships, 
e-commerce  presents  a  dilemma:  how 
to  participate  in  the  marketing  of 
products  directly  to  online  consumers 
without  squashing  longtime  channel 
partners  in  the  process.  3M,  the  St. 
Paul,  Minn. -based  maker  of  Scotch 
tape,  Post-it  Notes  and  thousands  of 
other  indispensable  products,  decided 
that  the  solution  was  to  work  with  its 
resellers  to  create  virtual,  co-branded 
showrooms  —  an  arrangement  that 
allows  3M  to  control  how  its  products 
are  showcased  and  gather  valuable 
data  about  users  while  the  resellers 
handle  the  consumer  transactions  and 
fulfillment. 

"All  of  our  efforts  in  the  Internet  area 
are  aimed  at  enhancing  our  reseller 
relationships  by  providing  our  partners 
with  different  tools  that  will  help  them 
sell  more  3M  products,"  says  Paul  Mul- 
laney,  manager  of  digital  initiatives  at 
3M's  office  supplies  division,  which 
depends  almost  exclusively  on  channel 
sales.  "We  have  no  plans  to  sell  any- 
thing directly,  but  we  do  want  to  be 
able  to  directly  influence  online  users' 
experiences,  as  well  as  better  under- 
stand the  needs  of  the  customers 
buying  our  products." 

To  provide  the  platform  for  its  col- 
laborative efforts,  3M  selected  an 
Austin,  Texas-based  startup  called 
Exterprise,  whose  ActiveMarket™  soft- 
ware enables  a  network  of  trading 
partners  to  share  processes,  infor- 
mation, revenues  and  costs,  and  as 
a  result  promote,  sell  and  support 


"What  we  offer  is 
a  flexible  technology 

and  networking 

framework  under 
which  different  and 

changing  partners 
tn  collaborate 


complementary  products  and  ser- 
vices. ActiveMarket  facilitates  co- 
branded,  collaborative  selling  and 
order  fulfillment,  while  providing  a 
solution  that  addresses  the  problems 
of  channel  conflict,  brand  commodifi- 
cation  and  integrated  network  selling. 

"It  takes  special  expertise  to  suc- 
cessfully engage  the  customer,  process 
the  transaction,  fulfill  the  product  and 
provide  customer  service.  Very  few 
companies  will  do  it  all  on  the  Internet 
—  and  the  more  successful  companies 
will  collaborate  with  partners,"  says 
Gene  Alvarez,  analyst  at  META  Group. 
"ActiveMarket  is  the  first  e-business 
solution  that  easily  enables  this  kind  of 
collaboration  in  an  online  network  of 
companies,  trading  partners  and, 
most  importantly,  customers." 

A  100%  Java-based  solution,  the 
ActiveMarket  software  platform  is 
built  upon  a  unique,  patent-pending 
collaborative  agent  architecture.  The 
result  is  improved  online  customer 
experience,  as  the  system  learns 


from  both  historical  and  real-time  cus- 
tomer behavior  through  the  dynamic 
exchange  of  marketing,  commerce 
and  services  information  among  trad- 
ing partners. 

"What  we  offer  is  a  flexible  tech- 
nology and  networking  framework 
under  which  different  and  changing 
partners  can  collaborate,"  says  Manoj 
Saxena,  Exterprise  CEO  and  presi- 
dent. "The  marketing  module  within 
ActiveMarket  helps  companies  attract 
loyal  buyers;  the  services  module 
helps  companies  build  personal  cus- 
tomer relationships;  and  the  com- 
merce module  provides  customers 
with  an  integrated  buying  experience." 

Over  the  past  several  months,  3M 
has  been  using  ActiveMarket  to  build 
a  collaborative  co-branded  showroom 
with  its  channel  partner,  US  Office 
Products,  one  of  North  America's  lead- 
ing providers  of  office  supplies,  office 
furniture,  and  office  coffee  and  vend- 
ing services. 

"If,  for  example,  you  go  to  the  US 
Office  Products  site  at  www.usopnet. 
com,  you'll  see  a  banner  ad  that  takes 
you  to  the  3M  Ergonomics  Solutions 
Showroom.  From  there,  you  can  select 
three  different  levels  of  information 
about  our  ergonomics  products  — 
depending  upon  how  interested  you 
are,"  Mullaney  says.  "These  are  high- 
value  items  that  usually  get  a  brief  and 
fairly  generic  treatment  in  our  resellers 
print  catalogs,  but  our  online  show- 
room allows  us  to  provide  as  much 
detail  as  a  potential  buyer  could  pos- 
sibly need  to  make  a  buying  decision. 
Establishing  this  new  model  with  Exter- 
prise has  been  a  strategic  e-business 
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research  opportunities  and  acquire 
critical  materials."  Nearly  1,000  sup- 
pliers have  chosen  to  sell  through 
SciQuest.com,  and  industry  leaders 
like  Amersham  Pharmacia  Biotech 
Inc.,  NEN®  Life  Science,  Perkin  Elmer 
Life  Sciences,  QIAGEN  Inc.  and  Shi- 
madzu  Scientific  Instruments  Inc.  have 
chosen  SciQuest.com  as  their  sole 
third-party  e-commerce  marketplace. 

In  March,  SciQuest.com  acquired 
EMAX  Solutions,  creating  an  integrat- 
ed e-business  solution  that  manages 
the  entire  lifecycle  of  scientific  labo- 
ratory products,  from  selection  and 
procurement  through  ownership,  use 
and  disposal.  EMAX  is  the  pioneer  of 
e-research  asset  management,  a 
domain  expert  in  drug  discovery  tech- 
nologies, and  the  leading  innovator  of 
software  and  Internet  supply-chain 
solutions  for  life  science  research 
organizations.  EMAX  Substance  Man- 
ager™ and  EMAX  Reagent  Manager™ 
unite  scientists,  research  managers 
and  suppliers  into  a  collaborative  e- 
service  network  enabling  on-demand, 
enterprise-wide  management  of  the 
substances  and  reagents  that  enable 
high-throughput  drug  discovery. 

"SciQuest.com  offers  Dow  the  oppor- 
tunity to  deal  with  more  than  8,000 
suppliers  globally  at  any  given  time," 
says  Gary  Veurink,  vice  president  of 
global  purchasing  for  Dow  Chemical 
Company.  "Most  important,  our  strate- 
gic alignment  with  SciQuest.com  is 
intended  to  help  Dow  scientists  work 
more  efficiently.  Dow  scientists  and 
researchers  will  be  able  to  better  use 
their  time  toward  the  development  of 
new  products  and  solutions." 


EoExchange  Powers  B2B 
Content  Research 

The  hottest  buzzword  in  online  com- 
merce today  is  "stickiness"  —  keep- 
ing users  on  a  Web  site  and  driving 
them  deeper  and  deeper  into  the  con- 
tent in  a  medium  that  encourages  a 
microsecond  attention  span.  Building 
customer  loyalty  in  an  environment 
that  has  roughly  125  million  other  des- 
tinations only  a  mouse  click  away  has 
emerged  as  one  of  the  most  difficult, 
and  strategic,  issues  in  e-business. 

"The  key  to  keeping  customers  at  a 
Web  site  is  providing  them  with  con- 
tent that  is  relevant  to  their  needs. 
That  is  virtually  impossible  to  do 
using  the  current  consumer-oriented 
search  technologies,"  says  Douglas 
Bennett,  president  and  CEO  of  EoEx- 
change, a  San  Francisco-based  com- 
pany that  is  revolutionizing  the  way 
business  research  is  conducted 
online.  "Business  users  are  not 
casual  surfers  of  the  Web  —  they  are 
not  interested  in  wading  through  thou- 
sands of  pages  to  find  the  one  they 
need.  They  want  to  get  the  informa- 
tion at  the  point  where  it  is  most  rel- 
evant to  them." 

Bennett  believes  that  most  busi- 
ness users  will  perform  the  majority 
of  their  online  tasks  from  business-to- 
business  Web  destinations  that  focus 
on  their  specific  industry  or  sub-indus- 
try. In  order  to  be  successful,  vertical 
portals  and  marketplaces  will  have  to 
provide  tools  that  allow  their  users  to 
quickly  find  relevant  information  and 
products,  participate  in  community 
activities  and  customize  the  site  to 
suit  their  own  needs. 


"Business-to-business  Web  sites 
need  to  provide  unique,  world-class  edi- 
torial content  to  their  users,  as  well  as 
balanced  content  from  other  industry 
sources,"  Bennett  says.  "EoExchange 
provides  search,  monitor  and  notifica- 
tion services  for  vertical  portals  that 
are  seeking  to  become  destination 
sites  on  the  Internet.  Our  EoCenter 
research  engine  enables  vertical  por- 
tals to  evolve  into  self-contained 
search  centers  for  their  industries,  cor- 
ralling all  the  relevant  information 
available  on  the  Internet  and  making  it 
available  in  one  convenient  place." 

Together  with  the  company's 
EoMonitor  personalized  tracking  ser- 
vice, the  EoCenter  research  engine 
ranks  and  classifies  search  results  in 
an  accurate,  well-organized  presenta- 
tion with  which  users  can  quickly  iden- 
tify the  most  useful  information.  It 
provides  a  search,  monitor  and  notifi- 
cation infrastructure  for  more  than  50 
top-of-mind  Web  sites.  Among  them 
are  Hoover's.  EarthWeb.  American 
Banker,  CMP  Media,  Office.com  and 
VerticalNet,  which  owns  and  operates 
56  industry-specific  Web  sites 
designed  as  online  business-to-busi- 
ness communities  known  as  vertical 
trade  communities.  Each  customer 
implements  EoExchange 's  services  in 
a  slightly  different  way,  but  they  can 
always  be  identified  by  an  "EoEn- 
abled"  logo  that  appears  on  the  page 
and  generally  make  up  the  site's 
research  center. 

"In  order  to  build  user  traffic  and  loy- 
alty for  our  communities,  VerticalNet 
has  to  provide  original,  industry- 
targeted  content  such  as  news,  white 
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iarket.com  needed  a  working  marketplace  in  76  days.  BroadVision  delivered  it  in  69. 


dmarket.com's  team  was  feeling  a  little  boxed-in.  The  business  plan 
ed  for  the  company's  B2B  marketplace  for  the  packaging  and 
duct  identification  industries  to  be  up  and  running  on  April  1 7.  It 
.  already  the  end  of  January,  and  precious  time  had  been  lost  in  dis- 
ering  that  a  potential  technology  partner  was  not  a  good  match. 
We  were  seriously  under  the  gun."  says  Fritz  Maxwell,  co-founder 
1  vice  president  of  marketing  for  the  Kansas  City-based  firm.  "We 
1  told  our  investors  that  wed  be  operational  by  mid- April" 
inter  BroadVision  and  its  suite  of  robust  and  highly  cus- 
lizable  e-commerce  applications  —  yisionary.  industry-leading 


applications  that  power  many  of  the  world's  largest  B2B  sites  and 
e.Marketmaker  communities. 

"BroadVisions  superior  technology,  marketplace  experience  and 
extensiye,  out-of-the-box  functionality  reduced  our  time  to  market 
and  allowed  us  to  begin  operating  ahead  or  schedule."  saws 
Maxwell.  "They  provided  expertise  and  resources  in  all  areas  of  site 
deyelopment,  from  the  initial  planning  and  design  to  final 
implementation.  Thanks  to  BroadVision,  idmarket.com  is  able  to 
manage  the  entire  supply-chain  process,  while  offering  highly 
personalized  interactions." 


BROADVISION 


To  find  out  how  BroadVision  can  help  you  get  out  of  the  box  in  a  hurry,  contact  us  at 

,  BroadVision,  Inc.,  585  Broadway,  Redwood  City,  CA  94063,  info@broadvision.com. 
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papers  and  product  information,"  says 
Mike  Hagan,  cofounder  and  COO 
of  VerticalNet.  "With  EoExchange  we're 
able  to  turn  each  of  our  sites  into 
a  comprehensive,  industry-specific 
research  portal.  It  is  a  tremendous 
value  add  for  our  customers,  and  it 
keeps  them  coming  back." 

EoExchange  recently  launched  an 
online  information  exchange  through 
its  affiliate  network  of  Web  sites 
by  forming  a  relationship  with  Publi- 
cations Resource  Group,  Inc.  that 
offers  visitors  to  EoExchange  affili- 
ates' Web  sites  access  to  more  than 
6,000  research  reports  from  more 
than  250  publishers.  These  reports 
cover  11  industries,  including  tech- 
nology, finance  and  telecommunica- 
tions, and  are  published  by  such  top- 
ranking  firms  as  International  Data 
Corporation  (IDC),  Forrester  Research 
(Nasdaq:  FORR)  and  Cahners  In-Stat 
Group. 

"This  is  the  first  online  exchange 
that  truly  brings  together  information 
suppliers  with  information  con- 
sumers," Bennett  says.  "It  represents 
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our  ability  to  leverage  our  affiliate  net- 
work of  B2B  Web  destinations  to 
create  a  distribution  channel  for  pre- 
mium content  while  creating  addition- 
al revenue  opportunities  through  infor- 
mation commerce  transactions." 


Genmar  Turns  to  Marex.com 
For  Total  Procurement  Solution 

When  senior  executives  at  Genmar 
Holdings,  the  largest  privately  owned 
manufacturer  of  motorized  recre- 
ational boats  in  the  world,  began  eval- 
uating the  value  proposition  of 
Marex.com,  they  quickly  realized  that 
the  marine  industry's  leading  busi- 
ness-to-business e-commerce  com- 
pany was  more  than  just  a  market- 
place that  aggregated  vendors  and 
products.  It  was  becoming  a  virtually 
complete  procurement  solution  that 
addressed  the  entire  marine  industry 
purchasing  life  cycle,  from  planning 
through  procurement  to  liquidation. 

The  implications  were  enormous  for 
an  $800  million  company  that  pro- 
duces more  than  40,000  boats  a  year 
from  10  manufacturing  facilities  under 
the  Aquasport,  Carver,  Crestliner,  Glas- 
tron,  Hatteras,  Larson,  Logic,  Lund, 
Nova,  Ranger,  Scarab,  Trojan  and  Well- 
craft  brands.  "The  marine  industry  is  a 
highly  fragmented.  $40  billion  market 
made  up  of  some  33,000  small  retail- 
ers, custom  boatbuilders  and  shipyard 


Characteristics  of  a  Vertical  Ripe  for 
E-commerce  Adoption 
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Intricate  handshaking,  work  flow  and  collaboration 
RFP/RFQs,  deep  customization  and  configuration 
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and  marina  operators,"  says  Roger  R. 
Cloutier  II,  Genmar's  executive  vice 
president  and  chief  financial  officer. 
"Because  it  is  so  fragmented  and 
many  of  the  players  are  so  small,  there 
is  an  enormous  amount  of  inefficiency 
in  the  way  buyers  and  sellers  do  busi- 
ness with  each  other.  Marex.com 
addresses  this  inefficiency  by  providing 
a  central  online  hub  that  automates 
transactions,  aggregates  information, 
improves  market  reach  and  provides 
related  services." 

Indeed,  the  marine  industry  is  a 
textbook  case  of  the  kind  of  industry 
in  which  Net  markets  thrive.  The 
industry's  traditional  methods  are 
inefficient,  costly  and  time-consuming 
for  both  buyer  and  seller.  Product 
orders  are  usually  handled  through  an 
internal,  paper-based  purchasing 
process  that  requires  searching  for 
products  in  catalogs  and  manually 
preparing  a  purchase  order.  Orders 
are  usually  done  by  telephone  or  fax 
and  buyers  must  place  orders  with 
multiple  suppliers. 

Genmar  was  so  impressed  with 
Marex. corn's  management  team, 
industry  experience  and  technology 
that  it  signed  an  agreement  for 
Marex.com  to  be  the  exclusive 
provider  of  a  number  of  e-business 
services,  some  available  now,  some 
in  development,  including  online  pur- 
chasing, surplus  goods  management, 
freight  consolidation,  reverse  auction 
services  and  customized  e-procure- 
ment  for  all  of  its  boat  lines  for  a 
period  of  10  years. 

Marex.com  operates  a  B2B  auction 
marketplace  that  allows  certified 


marine  businesses  to  buy  and  sell  new 
and  used  marine  equipment,  parts  and 
supplies.  With  more  than  4,000  mem- 
bers, Marex.com  registered  over  12% 
of  all  U.S. -based  companies  in  the 
marine  industry  last  year. 

"We're  making  the  industry  more  effi- 
cient in  a  number  of  significant  ways," 
says  Michelle  Miller,  Marex.com's  chief 
operating  officer.  "First,  our  solutions 
can  automate  or  otherwise  improve 
workflows  or  processes  that  are  fun- 
damental to  a  business's  operations 
by  replacing  various  paper-based  trans- 
actions with  electronic  communica- 
tions. Secondly,  we  are  developing  B2B 
e-commerce  solutions  that  can  be 
easily  integrated  with  a  company's 
existing  information  systems,  thus 
avoiding  a  process  that  can  be  com- 
plex, time-consuming  and  expensive. 
Over  the  next  months,  we're  going  to 
be  rolling  out  B2B  e-commerce  solu- 
tions that  offer  improved  efficiency 
through  the  automation  of  business 
processes  and  workflows  for  a  variety 
of  industries." 

NerveWire  Drives  B2B 
Consulting  Revolution 

If  revolutions  need  revolutionaries  — 
and  they  do  —  Malcolm  Frank  is  a 
Thomas  Paine  for  the  Digital  Age. 
Among  the  original  founders  at  Cam- 
bridge Technology  Partners,  Frank 
gave  up  his  senior  management  posi- 
tion there  last  year  to  launch  an 
entirely  new  kind  of  professional  ser- 
vices firm  called  NerveWire.  Created 
as  a  B2B  Internet  professional  ser- 
vices firm,  NerveWire  has  the  focus 
and  approach  to  deliver  quick  results 


and  capitalize  on  the  opportunities 
offered  by  the  Internet.  NerveWire 
seeks  out  the  hottest  companies  with 
a  vision  to  transform  their  business 
models  with  the  Internet  at  its  core. 

"We  built  NerveWire  on  the  premise 
that  the  traditional  consulting  model 
is  bankrupt,"  Frank  says.  "If  you  look 
empirically  at  what's  been  going  on  in 
the  consulting  industry,  only  25%  of 
all  projects  come  in  on  time  and  on 
budget  and  all  of  the  risk  is  placed  in 
the  hands  of  the  clients,  who  pay 
monopoly  rents.  We  decided  we 
wanted  to  change  the  dynamic  of  the 
industry  by  creating  a  whole  new 
model." 

One  element  of  this  new  model 
is  the  company's  venture  arm, 
NerveWire  Ventures,  through  which 
NerveWire  shares  long-term  business 
risk  with  its  clients  by  strategically 
investing  in  B2B  startups.  Gains  from 
these  investments  are  shared  with  all 
employees,  not  just  with  partners  or 
principals,  a  practice  that  Frank 
believes  will  allow  NerveWire  to 
attract  and  hold  on  to  the  most  tal- 
ented consultants  in  the  market. 

While  NerveWire 's  industry  exper- 
tise and  digital  business  reinvention 
solutions  have  attracted  e-commerce 
giants  like  Cisco.  Nokia,  DuPont  and 
Hewlett-Packard  as  clients,  the  com- 
pany also  sees  future  growth  in  such 
ventures  as  Mesania,  a  new  London- 
based  B2B  marketplace  for  the  $100 
billion  European  homeware  and  gift- 
ware  products  market,  backed  by 
Internet  Capital  Group. 

"When  we  first  met  the  NerveWire 
team  last  summer,  we  were  going 
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down  a  slightly  different  road,"  says 
Mary  Greenhill  Cagliero,  CEO  of  Mesa- 
nia.  "They  were  absolutely  critical  in 
helping  us  think  through  the  strategic 
issues  that  were  in  our  business  plan 
at  the  time.  They  helped  us  address 
those  issues  and  question  whether 
the  plan,  as  it  existed  at  the  time, 
made  sense.  From  that  first  work- 
shop, we  went  out  really  excited  about 
revising  the  business  plan  to  become 
something  that  we  thought  was  a 
much  stronger  marketplace." 

Unlike  most  business  advisers, 
NerveWire  eschews  the  "big  bang" 
theory  of  consulting,  which  involves 
implementing  big  and  costly  projects 
that  are  supposed  to  deliver  results 
months  in  the  future.  "In  today's  Dig- 
ital Age.  where  time-to-market  is  criti- 
cal, clients  need  a  new  approach  to 
identifying  and  implementing  Internet- 
based  business  models  fast,"  says 
Gajen  Kandiah,  NerveWire's  senior 
vice  president  of  operations,  who  has 
worked  closely  with  Mesania's 
founders.  "We  use  what  we  call  a 
'strategy  in  motion'  approach  that 
guides  our  clients  to  make  quick  deci- 
sions, execute  those  strategies  and 
solutions  immediately,  and  adjust 
them  frequently  to  respond  to  ongo- 
ing market  dynamics." 

Mesania  is  a  believer  in  the 
NerveWire  approach.  "We  met  initially 
with  lots  of  different  companies  that 
were  able  to  do  the  technology  build 
for  us,  but  what  absolutely  sold  us  on 
NerveWire  was  their  level  of  dedication 
to  the  concept  and  the  business  and 
their  knowledge  of  how  to  build  a  long- 
term  business." 


"We  built 

NerveWire  on  the 

premise  that  the 

traditional  consulting 

model  is  bankrupt . . . 

only  25%  of 

all  projects  come 

in  on  time  and  on 

budget." 

Malcolm  Frank 

President  and  CEO 

NerveWire  Inc. 


Yantra  Solves  E-commerce 
Operations  Challenge 
For  VerticalNet 

As  the  rapid  growth  of  e-business  has 
created  increasingly  sophisticated  and 
demanding  customers,  Net  markets 
and  other  B2B  companies  that  under- 
stand the  critical  importance  of  order 
management  to  overall  customer  sat- 
isfaction are  striving  to  make  it  a  core 
competency.  But  ask  those  who've 
tried  to  do  it,  and  they'll  tell  you  that 


elevating  the  fulfillment  process  from 
the  back  office  to  a  mission-critical, 
customer-facing  operation  is  no  easy 
feat.  It  requires  fully  integrated  sys- 
tems that  address  the  entire  process 
from  order  entry  to  delivery,  with  com- 
plete, real-time  visibility  to  the  entire 
transaction  lifecycle. 

"Some  of  the  biggest  challenges  in 
developing  a  robust  business-to-busi- 
ness e-commerce  marketplace  are  in 
developing  communities,  having  in- 
depth  domain  expertise  and  estab- 
lishing a  comprehensive  and  sophis- 
ticated back-office  infrastructure 
needed  to  manage  the  B2B  environ- 
ment," says  Dean  Sivley,  senior  vice 
president,  e-commerce  and  product 
development  for  VerticalNet,  which 
owns  and  operates  56  industry-spe- 
cific Web  sites  known  as  vertical 
trade  communities. 

To  handle  the  complexities  of  e-com- 
merce operations,  including  order  man- 
agement, supplier  management,  excep- 
tion handling,  reverse  logistics  and 
integration  with  legacy  or  ERP  systems, 
VerticalNet  turned  to  Yantra 's  Pure- 
Ecommerce  software  for  an  extensible, 
dynamic  and  scalable  solution. 

With  Yantra 's  PureEcommerce,  Ver- 
ticalNet has  greatly  expanded  its 
capabilities  and  extended  the  value 
proposition  to  manage  the  complete 
transaction  life  cycle.  PureEcom- 
merce is  used  to  manage  the  inter- 
actions between  sellers,  distribution 
centers,  drop-ship  vendors,  logistics 
providers,  shipping  companies  and 
buyers  as  they  transact  business 
on  the  Web.  PureEcommerce  is 
deployed  throughout  the  VerticalNet 
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e-commerce  installation  to  manage 
the  complexity  and  variety  of  prod- 
ucts being  sold  throughout  Vertical- 
Net's  trading  communities. 

Among  the  key  benefits  of  the 
Yantra  solution  are  comprehensive 
transaction  life-cycle  management; 
complex  order  management;  real-time 
order  visibility  and  status;  exception- 
based  management;  simplified 
returns  capabilities;  integration  with 
value-added  services;  and  integration 
with  ERP  and  legacy  systems.  The 
result,  and  the  ultimate  value  that 
PureEcommerce  is  delivering  to  Verti- 
calNet,  is  superior  buyer/seller  satis- 
faction and  retention  that  will  drive 
greater  revenues  and  transactions 
through  the  sites. 

"Our  adoption  of  Yantra's  Pure- 
Ecommerce solution  within  Vertical- 
Net's  ASP-hosted  model  will  allow  Ver- 
ticalNet  to  provide  a  superior 
customer  experience,  and  will  imme- 
diately add  value  to  our  suppliers  by 
streamlining  the  order  management 
and  fulfillment  process,"  says  Sivley. 

As  transaction  volumes  grow 
across  VerticalNet's  56  communi- 
ties, PureEcommerce  will  be  able  to 
support  this  dramatic  growth.  "Deal- 
ing with  the  complexity  of  multiple 
communities,  high  transaction  vol- 
umes and  internationalization  at 
VerticalNet  required  a  flexible  and 
scalable  e-commerce  operations 
solution  to  address  all  of  these 
needs,"  says  C.S.  Buck  Devashish, 
vice  president  of  strategic  initiatives 
at  Yantra.  "As  VerticalNet  continues 
to  grow,  we  will  be  partnering  to  build 
upon,  maintain  and  enhance  the 


Yantra  portion  of  VerticalNet's  e-com- 
merce platform  and  deliver  the  most 
scalable,  comprehensive  solution  in 
the  marketplace." 

NCR  Helps  Dot-Coms 
Build  Customer  Loyalty 

As  e-businesses  grow  and  mature,  they 
are  finding  themselves  in  a  competitive 
environment  where  acquiring  new  cus- 
tomers and  counting  Web  clicks  is  not 
enough  to  assure  success.  Like  all  the 
companies  that  have  come  before 
them,  they  are  beginning  to  understand 
that  the  key  to  competitiveness  lies  in 
turning  shoppers  into  buyers  and  creat- 
ing customer  loyalty. 

"The  dot-coms  are  quickly  realizing 
that  the  rules  of  the  old  economy  still 
apply."  says  Mark  Hurd,  senior  vice 
president  of  NCR  Corporation's  Terada- 
ta  Solutions  Group.  "Profits  are  impor- 
tant. Building  and  maintaining  one-to- 
one  customer  relationships  is  critical  to 
success.  The  e-business  market  is  at 
a  point  where  sophisticated  marketing 
tools  like  data  warehousing  and  CRM 
solutions  are  necessary  to  maintain 
competitive  advantage." 

As  an  example,  the  increased 
demand  for  comprehensive  marketing 
information  and  analysis  has  driven 
explosive  growth  at  MatchLogic,  a  sub- 
sidiary of  Excite@Home.  the  first  firm  to 
integrate  Internet  advertising,  database 
management  and  direct  marketing. 
MatchLogic's  team  of  more  than 
300  database-marketing  practitioners 
enables  advertisers,  direct  marketers, 
digital  merchants,  Web  sites  and  emerg- 
ing online  companies  to  achieve  cost- 
effective  solutions  for  the  management, 


measurement  and  optimization  of  their 
digital  marketing  efforts. 

With  10  million  registered  users, 
MatchLogic  receives  over  40,000  new 
registrations  per  day  and  serves  over 
500  million  ad  impressions  per  day  on 
over  2,000  leading  Web  sites.  And 
these  numbers  are  increasing  at  a  rapid 
rate.  Its  research  and  analysis  database 
alone  contains  over  72  million  anony- 
mous customer  profiles,  collected 
across  the  Web.  The  challenges  for 
MatchLogic  to  maintain  this  information 
on  its  data  warehouse,  grow  its  busi- 
ness and  provide  the  data  for  better 
analysis  and  decision-making  to  its 
customers  began  to  accumulate. 

To  meet  this  increased  demand, 
MatchLogic  has  formed  a  joint  devel- 
opment and  marketing  agreement 
with  NCR  under  which  the  firms  will 
integrate  their  eCRM  offerings  and 
optimize  MatchLogic's  ad-serving  and 
e-mail  click-stream  analytics  to  work 
with  NCR's  Teradata  database.  Match- 
Logic  has  also  agreed  to  purchase  a 
multi-terabyte  NCR  E-Business  Terada- 
ta Active  Warehouse  to  drive  its 
data-intensive  eCRM  and  ad-serving 
business.  By  seamlessly  integrating 
multichannel  (e-mail,  telemarketing  and 
direct  mail),  self-reported  consumer 
data  with  consumer  response  data, 
MatchLogic's  eCRM  services  provide 
marketers  with  the  data  they  need  to 
improve  advertising  return  on  invest- 
ment, refine  targeting  and  pinpoint 
up-sell  and  cross-sell  opportunities. 

NCR  and  MatchLogic  will  bring  to 
market  a  MatchLogic-developed  appli- 
cation that  will  enable  marketers  to 
more  easily  determine  the  results  of 
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e-mail  marketing  and  e-mail-based  cus- 
tomer acquisition  and  retention  efforts. 
"The  Teradata  Active  Warehouse 
builds  on  NCR's  data  warehousing  and 
CRM  strengths  by  not  only  allowing  dot- 
coms to  capture  and  analyze  massive 
amounts  of  click-stream  data,  but  also 
by  providing  these  companies  with  the 
ability  to  have  multiple  users  asking 
complex  questions  about  customers 
with  near  real-time  response,"  says 
Hurd.  "The  insight  gained  by  this  capa- 
bility is  crucial  given  the  rapid  and  con- 
stant change  that  characterizes  the 
world  of  e-business." 

Clarus  eMarket  Powers 
HispanBiz.com  —  Trading  Portal 
For  Fastest-Growing  Market 

Conservative  estimates  place  the 
number  of  Hispanic-owned  businesses 
in  the  U.S.  at  more  than  2  million,  with 
anticipated  sales  in  2000  totaling  more 
than  $300  billion.  On  top  of  that, 
Hispanic  consumer  buying  power  rep- 
resents some  $325  billion.  Little 
wonder  that  Alex  Suarez,  the  former 
institutional  broker  who  founded 
HispanBiz.com  in  1999,  thought  that 
creating  a  marketplace  that  connected 
this  multibillion-dollar  sector  to  the  U.S. 
Forbes  1,000  was  "un  gran  concepto." 

Unlike  other  B2B  portals,  Hispan- 
Biz.com  will  be  neither  buyer-  nor  seller- 
centric,  providing  companies  with  a  fair, 
neutral  location  in  which  to  conduct 
business  electronically  in  the  same  way 
it's  now  conducted  personally. 

"In  some  models  of  B2B  commerce 
there  is  a  risk  that  aggregating  supply 
and  demand  will  lead  to  competition 
solely  on  price  and  drive  away  smaller 


'The  dot-coms 

are  quickly 

realizing  that 

the  rules  of  the 

old  economy 

still  apply. 

Profits  are 

important." 

irk  Hurd 
Vice 
President 


Solutions 


R  C 


orporation 


businesses  that  are  committed  to 
adding  value  to  their  products  and 
services,"  Suarez  says.  "At  Hispan- 
Biz.com,  we  want  to  be  impartial  to 
both  buyers  and  sellers  in  order  to 
create  a  real  marketplace  where  both 
price  and  value-add  are  considered  in 
a  business  transaction." 

The  members-oriented  site  will  pro- 
vide full  online  procurement  and  trans- 
action processing,  a  variety  of  online 
banking  capabilities,  directory  services, 
e-mail,  a  virtual  community,  referrals 
and  more.  Its  unique  "Internet  Free" 
payment  system  will  provide  safe, 
secure  transactions  between  compa- 
nies through  the  site's  banking  part- 
ners. Internet  Free  was  designed  by 
HispanBiz.com  (which  has  applied  for 
a  patent)  to  address  the  real  and  per- 
ceived risks  of  transmitting  data  on  the 


Web.  It  allows  customers  to  initiate 
transactions  on  the  Web  but  complete 
them  through  the  federal  Automated 
Clearing  House  (ACH)  system. 

To  create  a  trading  portal  that  will 
support  the  functionality  and  room  to 
grow  it  needs,  HispanBiz.com  formed 
a  strategic  partnership  with  Atlanta- 
based  Clarus  Corporation  and  select- 
ed as  its  platform  Clarus  eMarket™,  a 
digital  marketplace  framework 
designed  specifically  to  allow  Net  mar- 
kets to  leverage  e-commerce  solu- 
tions to  provide  value-added  services 
to  customers  and  create  new  busi- 
ness opportunities.  Clarus  also  has 
made  a  minority  equity  investment  in 
HispanBiz.com. 

"Because  it  is  open  and  interoper- 
able, the  Clarus  eMarket  framework 
delivered  the  flexibility  that  further 
enables  the  neutrality  and  ease  of 
participation  that  HispanBiz.com  is 
seeking  to  establish  for  both  buyers 
and  sellers,"  says  Steve  Hornyak,  vice 
president,  strategy  and  business 
development  at  Clarus. 

In  addition  to  providing  marketplace 
platforms,  Clarus  had  just  expanded  its 
offerings  to  include  software  trading 
services  that  are  designed  to  work  with 
any  B2B  platform  available.  In  fact, 
Hornyak  says,  ClarusNet,  a  fully  man- 
aged service  portal,  is  the  first  any-to- 
any  platform  for  B2B  trading. 

"Most  of  the  marketplace  solutions 
out  there  today  are  closed  shopping 
clubs,"  says  Hornyak.  "We  don't  believe 
those  proprietary  models  are  sustain- 
able over  the  long  run.  Through  Clarus- 
Net, a  customer  that  uses  Ariba  or 
Commerce  One  or  Tradex,  say,  for  a 


■ 


You  promise  your  customers  100%  satisfaction  on  orders  from  your  Web  site,  but  can  you 
deliver  it7  Quite  possibly  you  have  someone  working  on  the  problem  right  now.  Instead,  call 
us  for  order  management — but  expect  a  whole  lot  more.  Because,  as  important  as  it  is,  order 
management  is  only  one  piece  of  the  complete  e-commerce  operations  software 
solution  available  from  Yantra.  We're  helping  Fortune  500  companies, 
major  e-tailers,  B2B  e-businesses  and  Net  marketplaces  make 
e-commerce  work.  We  can  help  you,  too. 
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market  platform  will  be  able  to  use  our 
components  for  such  valued-added  ser- 
vices as  global  payment  settlement, 
dynamic  pricing  and  auctions,  managed, 
content  and  contracts."  As  part  of  its 
new  emphasis  on  network  trading  ser- 
vices, Clarus  has  introduced  a  global 
settlement  portal  called  Clarus  Global- 
Pay  that  automates  the  entire  payment 
and  reconciliation  process  between 
buyers  and  sellers.  More  than  80 
banks  are  already  connected  and 
Clarus  promises  to  get  new  customers' 
banks  connected  within  two  weeks. 

POET  eCS  Links  Suppliers 
With  Net  Markets  Using 
Only  a  Simple  Browser 

Many  e-marketmakers  assumed  that 
if  they  attracted  buyers  to  their  net 
markets,  suppliers  would  naturally 
follow.  That  has  not  been  the  case. 
While  suppliers  are  eager  to  exploit 
these  new  channels,  the  major  stum- 
bling block  is  a  technical  one  —  inte- 
grating their  product  catalogs  into 
these  Net  markets  is  an  expensive 
and  difficult  task. 

"E-marketmakers  face  daunting 
challenges  in  their  efforts  to  connect 
their  suppliers'  catalogs,"  says  Mike 
Hogan,  vice  president  of  business 
development,  POET  Software,  an  inter- 
national software  company  whose 
Internet  applications  enable  XML- 
based  e-catalog  creation,  cleansing, 
management  and  distribution.  "The 
process  of  aggregating  the  content, 
cleansing  it  to  make  it  usable,  adding 
the  missing  information  necessary  to 
make  the  content  transactionable, 
normalizing  it  to  support  the  standards 
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of  the  Net  market,  and  customizing 
the  content  to  support  unique  con- 
tract pricing  is  overwhelming  for  most 
e-marketmakers." 

While  Net  markets  promise  effi- 
ciencies through  automation,  e-mar- 
ketmakers are  finding  that  supplier 
connectivity  is  manpower  intensive.  E- 
marketmakers  are  forced  to  accept 
catalog  data  in  whatever  format  the 
suppliers  provide.  They  then  proceed 
to  cleanse  and  normalize  this  data. 
Yet,  as  soon  as  suppliers  add  or 
delete  a  product,  change  pricing  or  in 
any  other  manner  change  their  cata- 
log data,  the  e-marketmaker  is  given 
another  dump  of  data  to  begin  the 
entire  process  again.  Because  of  this, 
supplier  connectivity  is  not  scalable. 

Geoffrey  Moore,  author  of  Crossing 
the  Chasm,  says,  "Until  businesses 
can   easily   produce   and    manage 


online  catalogs,  I  don't  think  we'll  see 
any  of  the  dramatic  growth  forecasted 
by  the  compound  annual  growth  algo- 
rithms embedded  into  industry  pun- 
dits' spreadsheets." 

POET  recognized  the  supplier 
enablement  problem  more  than  two 
years  ago  and  designed  and  built 
POET  eCatalog  Suite  (eCS)  to  address 
-  it.  The  latest  eCS  release  —  called 
the  POET  eCatalog  Suite,  Service 
Provider  Edition  —  is  hosted  by  e-mar- 
ketmakers and  provides  suppliers  • 
with  a  self-service  catalog  manage- 
ment solution  where  they  can  upload, 
cleanse  and  customize  their  catalogs. 
Because  POET  eCS  leverages  the 
self-service  model,  it  solves  both  the 
scalability  and  cleansing  problems 
that  all  e-marketmakers  are  suffering 
from.  POET  eCS  provides  all  of  this 
functionality  to  suppliers  through  a 
user-friendly  interface  delivered  via  a 
browser.  As  a  result,  e-marketplaces 
can  stop  trying  to  connect  suppliers 
one  at  a  time  and  connect  them  en 
masse  instantly. 

"Unlike  other  content  solutions  that 
scrape  supplier  data  off  public  Web 
sites  or  perform  blind  extraction  from 
relational  databases,  eCS  enables 
each  supplier  to  customize  and 
manage  its  own  content,"  says  Dirk 
Bartels,  president  and  CEO  of  POET 
Software.  "And  because  it  does  not 
require  a  significant  investment  by 
suppliers,  it  removes  what  has  been 
a  barrier  to  adoption  by  small  to 
medium-size  suppliers.  POET  eCS 
lowers  these  barriers  to  entry, 
enabling  smaller  suppliers  to  com- 
pete with  the  very  largest  suppliers." 


to  connect  suppliers  t 
your  eMarketplace 


jilding  a  successful  eMarketplace  requires  both  buyers  and  sellers.  The  buyers  only  require  a 

browser,  but  connecting  suppliers  is  the  real  challenge.  Install  POET  eCatalog  Suite  (eCS)  at 

your  eMarketplace  and  suppliers  can  upload,  cleanse  and  manage  their  eCatalogs  from  a 

browser.  And  you  can  use  POET  eCS  to  automatically  normalize  the  catalogs  and  load  them 

into  your  eMarketplace.  Simple,  scalable  and  supplier-friendly— and  only  available  from 

POET  Software.  So  stop  looking  for  suppliers  and  start  connecting  them. 

Call  us  at  800-950-8845,  or  visit  our  web  site  at  www.poet.com/ecs 
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Jynamic  network  business  outstrips  limits. 

You  are  now  able  to  link  your  internal  systems  and  your  automated  business 
processes  across  the  Internet  with  customers,  vendors,  and  partners.  And 
in  turn,  with  these  businesses'  customers,  vendors,  and  partners.  This  is  how 
business  is  now —  a  dynamic  network,  a  limitless  stretch  of  business 
connections,  all  powered  by  the  ebusiness  platform  from  Vitria. 
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Atlas  Metraprise  Software  Enables 
Net  Supply-Chain  Collaboration 

Most  of  the  Net  markets  operating 
today  are  modeled  on  price  competi- 
tion —  pitting  buyers  against  sellers 
to  get  the  best  price  for  indirect  mate- 
rials or  excess  inventories.  These 
exchanges  aggregate  catalogs,  facili- 
tate auctions  and  bring  large  numbers 
of  buyers  and  sellers  together  via  the 
Internet,  thus  creating  a  degree  of 
price  transparency  not  available 
offline.  While  that's  an  important 
benefit,  particularly  for  spot  buys 
where  getting  a  good  price  is  often 
more  important  than  getting  the 
best  service,  it  discourages  lasting 
buyer/supplier  relationships,  keeps 
suppliers  who  want  to  compete  on 
value  from  participating,  and  meets 
only  a  fraction  of  an  organization's 
procurement  needs. 

Dan  Tiernan,  Mark  Byrd  and  Joe 
Holland  are  cofounders  of  Atlas  Com- 
merce, a  leading  enabler  of  Internet 
marketplaces,  from  supply  chain  e 
hubs  to  online  buying  communities. 
They've  worked  together  on  supply- 
chain  consulting  and  strategic  sourc- 
ing  issues  for  more  than  a  decade. 
They  are  convinced  that  the  competi- 
tion-on-price  model  is  only  part  of  the 
solution. 

"We  believe  there  is  a  new  e-busi- 
ness model  emerging  that  takes 
advantage  of  price  transparency  for 
sourcing,  but  is  based  on  the  notion 
of  collaboration,"  says  Tiernan,  Atlas 
president  and  CEO.  "That's  a  funda- 
mentally different  approach  that  cre- 
ates value  for  all  market  participants 
by  enabling  cooperation  among  busi- 


"We  believe  there 
is  a  new  e-business 
model  emerging  that 
takes  advantage  of 
price  transparency 
for  sourcing,  but  is 
based  on  the  notion 
of  collaboration." 

Dan  Tiernan 

President  and  CEO 

Atlas  Commerce 


ness  partners  and  promoting  interde- 
pendent relationships." 

Next-generation  exchanges  will  be 
what  Atlas  calls  "metaprises"  — 
which  Tiernan  defines  as  intermedi- 
aries that  facilitate  the  systematic 
trade  of  business-critical  (direct) 
materials  and  services  for  groups  of 
businesses  and  leverage  the  Internet 
to  create  benefits  through  the  syner- 
gies of  increased  cooperation. 

"Metaprise  collaboration  takes  busi- 
ness partnerships  beyond  traditional 


supply-chain  models  and  data  passing 
to  enable  real  business-process  inte- 
gration, creating  an  environment  where 
cooperation  is  the  norm,  interdepen- 
dence flourishes  and  the  entire  value 
chain  works  in  concert,"  Tiernan  says. 

Metaprise  collaboration  can  take  the 
form  of  supply-chain  e-hubs,  which  work 
to  overcome  supply-chain  inefficiencies 
by  providing  greater  visibility  and  control 
of  business  partner  interactions,  or 
online  buying  communities,  which  sup- 
port the  requirements  of  business  part- 
ners within  highly  distributed  markets, 
where  accessing  appropriate  suppliers 
can  be  difficult  and  time-consuming. 

Atlas  Commerce  was  convinced 
that  the  Internet's  potential  for  trans- 
forming business-to-business  com- 
merce was  bound  only  by  the  avail- 
ability of  software  to  enable  new 
business  models.  So  the  company 
has  just  released  Atlas  Metaprise 
Software,  an  e-business  infrastructure 
solution  that  enables  collaborative  e- 
hubs  and  online  buying  communities 
to  maximize  business  process  effi- 
ciencies by  reducing  costs  and  cycle 
times  throughout  their  value  chains. 

"Atlas  Metaprise  Software  enables 
fundamental  changes  in  the  nature  of 
business-to-business  commerce," 
says  John  Hanger,  vice  president  of 
marketing  at  Atlas  Commerce.  "It 
leverages  the  Internet  to  remove  phys- 
ical and  financial  barriers  to  innova- 
tion while  supporting  more  efficient 
business  practices.  From  sourcing 
and  contract  management  to  order 
management,  logistics  and  settlement, 
it  is  the  first  enabling  technology  built 
expressly  to  manage  and  streamline 


SciQuest.com  ~  We  focus  as  much  on  science  as  technology. 


To  truly  serve  the  scientific  community,  you  need  deep 
industry  knowledge;  open,  neutral  platforms;  and  strong 
enterprise  technology  integration — the  total  solution 
offered  by  SciQuest.com.  While  we  maintain  a  comprehensive 
e-marketplace  of  nearly  a  million  products,  we  do  much 
more,  offering  advanced  information  systems  for  complete 
materials  management,  the  heart  of  efficient  R&D 
programs.  If  you  need  to  integrate  critical  tools  and  bring 
together  supply  chain  applications  that  accelerate  your 
research,  SciQuest.com  is  the  company  you  should  talk  to. 

INOLOGY.  From  complete  supply  chain  solutions  to 
extensive  lab  information  management,  we're  delivering 
solutions  for  R&D.  DuPont  Pharmaceuticals  Company  and 


The  Dow  Chemical  Company  like  our  vision;  they  are 
just  two  of  the  companies  working  with  us. 

INTEGRATION.  Our  alliances  with  leading  providers  like 
IBM,  Commerce  One  and  Ariba  show  our  commitment  to 
delivering  what  you  need  today,  or  integrating  seamlessly 
with  the  systems  you  already  have. 

SCIENCE.  Everything  we  create  is  designed  to  further 
scientific  research.  The  result:  you'll  get  shorter  cycles 
and  faster  time  to  market,  thanks  to  scientists — yours 
and  ours — with  a  passion  for  discovery. 

Let  us  show  you  the  advantages  our  exclusive  focus  can 
bring  your  company.  Call  877-710-0408. 
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relationships,  interactions,  business 
processes  and  transactions  that 
occur  within  distributed,  multilayered 
and  global  Internet  markets." 

NECX.com  Delivers  Two  Decades 
Of  Trading  Exchange  Experience 

If  you  think  all  digital  marketplaces 
were  born  last  week  in  a  Silicon 
Valley  garage,  you've  got  it  wrong. 
NECX. corn's  Global  Electronics 
Exchange  is  the  world's  largest  busi- 
ness-to-business marketplace  for  the 
$80  billion  open  market  segment  of 
the  electronics  industry  as  well  as  the 
first  centralized  open  market  for  the 
purchase  and  sale  of  semiconduc- 
tors, electronic  components,  comput- 
er products  and  networking  equip- 
ment —  and  it's  been  doing  business 
since  1980.  The  company  was  bought 
by  VerticalNet  in  1999. 

"Our  strategy  over  the  years  has 
been  to  develop  as  many  purchasing 
and  selling  relationships  as  we  can, 
both  online  and  offline,"  says  Robert 
Kramich,  NECX.com 's  vice  president  of 
marketing.  "We  feel  that  one  of  our 
strategic  advantages  is  that,  while 
many  buyers  and  sellers  of  volume 
quantities  of  electronic  components 
and  computer  products  are  not  buying 
online  today,  we  are  in  the  unique  posi- 
tion of  being  able  to  shepherd  our  exist- 
ing offline  relationships  online  through 
the  Global  Electronics  Exchange.  While 
NECX.com  is  building  the  new  online 
infrastructure  with  partners  like  our 
parent  VerticalNet,  we're  also  continu- 
ing to  grow  our  offline  relationships." 

NECX.com  is  a  large-scale  trading 
exchange  for  purchasing  and  engi- 
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neering  professionals  in  the  electron- 
ics and  high-tech  markets.  It  has 
300,000  registered  users,  20,000 
trading  customers  globally  and  pro- 
vides access  to  more  than  3.5  million 
products  (SKUs)  collectively  valued  at 
more  than  $30  billion. 

"The  vast  majority  of  our  customers 
still  want  to  talk  with  a  person  for  pro- 
duction-critical negotiations,"  says 
Kramich.  "But  we  are  introducing  dig- 
ital marketplace  technology,  in  a  hand- 
holding  kind  of  way,  to  bring  more 
automated  transactions  into  what  has 
traditionally  been  a  highly  paper-inten- 
sive world-trading  environment." 

In  February,  NECX.com  acquired 
Real  World  Electronics,  a  privately  held 
electronics  exchange  that  provides 
spot  and  open-market  services,  pre- 
dictive end-of-life  inventory  manage- 
ment and  custom  purchasing  pro- 


grams. As  a  result,  Global  Electronic 
Exchange  customers  can  take  advan- 
tage of  greater  liquidity  in  products, 
buyers  and  sellers  and  online  infor- 
mation. In  addition,  through  integration 
with  two  of  VerticalNet's  most  popular 
high-tech  content  areas,  more  than 
300,000  registered  procurement,  mar- 
keting, engineering  and  management 
professionals  can  share  knowledge 
and  transact  commerce  through  stan- 
dardized business  processes. 

Kramich  foresees  the  dramatic  accel- 
eration of  growth  of  online  revenues  as 
NECX.com  launches  new  value-added 
features  such  as  transparent  pricing  for 
highly  liquid  commodities  and  addition- 
al open  market  services  that  are  more 
profitable  than  relying  on  transaction 
fees  alone. 

"We  are  about  to  publish  fees  and 
trading  rules  for  certain  aspects  of  our 
business  that  are  attested  to  by  a  Big 
Five  accounting  firm  —  it  will  com- 
pletely solidify  our  neutrality,"  he  says. 
"We  already  have  a  solid  reputation  as 
a  company  that  delivers  on  what  it  says 
it  is  going  to  do.  When  we  say  we  stand 
behind  the  products  that  we  move  for 
our  customers,  we  mean  we  take  title 
to  all  the  products  that  trade  on  our 
exchange.  That  not  only  allows  us  to 
preserve  the  anonymity  of  the  trading 
partners,  but  it  also  means  we  make 
sure  it  gets  to  the  place  it  is  supposed 
to  go,  on  time." 

BroadVision  Powers 
E-commerce  Value  Chain 
For  idmarket.com  Net  Market 

As  Net  markets  evolve  into  the 
next  generation,  e-marketmakers  have 


LSaZSBlP'MJM 


hoping  for  the  best  from  your  Net  Market  strategy; 
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Are  you  certain  of  your  Net  Market  success  or  afraid  your  Internet  initiatives  might  blow  up  in  your  face? 

Traditional  methods  no  longer  apply.  NerveWire's  breakthrough  approach  enables  our  clients  to  envision, 
architect  and  build  Web-based  business  models  at  Internet  speed.  You  can  trust  us  to  make  it  happen. 

NerveWire  is  a  B2B  Internet  professional  services  firm  that  reinvents  businesses  for  the  Digital  Age. 
We  have  proven  experience  helping  Global  2000  companies  and  start-ups  shape  their  business  models 
to  put  the  Internet  at  the  core. 

Visit  our  website  at  www.nervewire.com  to  read  about  NerveWire's  Net  Market  capabilities,  and  the  value 
we've  created  for  our  clients.  While  you're  there,  get  the  cutting  edge  point  of  view  from  our  thought  leaders. 
Then  make  a  choice: 

Keep  hoping.. ..or  contact  NerveWire. 


www.nervewire.com 
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begun  to  focus  on  delivering  value- 
added  services  that  go  beyond  simply 
facilitating  transactions  between 
buyers  and  sellers.  The  ability  to 
quickly  deliver  a  complete  solution 
that  can  be  tailored  to  each  cus- 
tomer's individual  needs  has  become 
a  competitive  advantage  and  has 
caused  emerging  players  to  look 
beyond  the  perceived  market  leaders 
for  a  Net  market  platform  partner. 

"We  took  a  very  detailed  look  at  sev- 
eral B2B  technology  providers  and 
decided  that  the  BroadVision  e-com- 
merce  applications  suite  gave  us  the 
most  flexibility  to  create  a  personalized 
experience  for  our  customers,"  says 
Fritz  Maxwell,  cofounder  (with  brothers 
Mike  and  Joe  Stradinger)  of  Kansas 
City-based  idmarket.com,  a  leading  e- 
marketmaker  and  developer  of  Web- 
based  tools  for  the  packaging  and  prod- 
uct identification  industries.  "Mike  has 
a  lot  of  deep  domain  experience  in  the 
product  ID  market  and  Joe  has  exten- 
sive Web  knowledge.  We  wanted  to 
move  beyond  simply  being  aggregators 
of  supply  and  demand  and  focus  on  the 
entire  e-commerce  value  chain  within 
our  markets  —  from  design  to  engi- 
neering through  purchasing  and  quality 
control.  BroadVision  enables  us  to  pro- 
vide the  services  we  must  have  to  facil- 
itate value-added  finished  product 
transactions  with  our  customers." 

Built  with  BroadVision's  hallmark 
applications,  idmarket.com  has  con- 
structed a  neutral  marketplace  for 
OEMs,  converters,  suppliers,  distribu- 
tors and  brokers  in  the  product  identi- 
fication and  packaging  industries.  It 
also  facilitates  the  exchange  of  sup- 


"BroadVision 
applications  provide 
a  complete 
business-to- 
business  commerce 
solution  allowing 
users  to  complete 
the  entire 
procurement 
process  online." 

Chris  Duffy 

Chief  Technology 

Officer 

idmarket.com 


plies  and  end  items  such  as  cartons, 
bags,  bottles,  decals,  labels  and  mem- 
brane switches.  From  its  BroadVision- 
powered  site,  idmarket.com  is  able  to 
personalize  content  for  specific  com- 
munities, automate  workflow,  and 
manage  transactions  across  the  e-com- 
merce value  chain. 

"BroadVision  applications  provide  a 
complete  business-to-business  com- 
merce solution  allowing  users  to  com- 
plete the  entire  procurement  process 
online  for  packaging  and  identification 
products  —  from  project  creation 
through  fulfillment  and  delivery,"  says 
Chris  Duffy,  idmarket.com's  chief  tech- 
nology officer.  "The  platform  provides 
sourcing  tools,  dynamic  quoting  ser- 
vices, streamlined  registration  and  pre- 
built  templates,  among  other  essential 
e-commerce  services." 

As  the  recognized  leader  of  e-com- 


merce applications  in  the  business-to- 
consumer  market,  BroadVision  is  also 
aggressively  establishing  itself  in  the 
business-to-business  market  with  a 
growing  number  of  electronic  market- 
places as  customers.  More  than  140 
B2B  customers  have  turned  to  Broad- 
Vision's  proven  e-commerce  solutions 
to  attain  their  e-business  goals. 

First  making  a  name  for  itself  as  the 
visionary  behind  personalization,  Broad- 
Vision offers  brick-and-mortar  compa- 
nies and  e-startups  alike  a  suite  of 
intelligent  applications  necessary  to 
develop  and  manage  high-transaction 
electronic  commerce  sites,  as  well  as 
the  ability  to  implement  a  vast  array  of 
dynamic  customer-centric  features. 
Using  BroadVision  applications,  idmar- 
ket.com  has  launched  a  complete  solu- 
tion that  will  enable  participants  in  the 
packaging  and  product  identification 
industries  to  achieve  great  efficiencies 
across  the  e-commerce  value  chain  by 
trimming  costs,  expanding  their  base  of 
potential  customers  and  increasing  pro- 
ductivity by  saving  time  throughout  the 
selling  and  procurement  process. 

"BroadVision  professionals  worked 
with  us  and  provided  expertise  and 
resources  every  step  of  the  way,  from 
the  initial  planning  design  to  the  final 
implementation,"  Maxwell  says.  "We're 
very  pleased  with  our  choice  of  Broad- 
Vision solutions.  The  scalability,  flexibil- 
ity and  comprehensive  personalization 
features  have  given  us  a  great  founda- 
tion on  which  to  build  our  business." 

Lante  Leads  Strategy  Development 
For  Elastomers  Industry  E-market 

The  explosive  growth  of  Net  markets 
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He  Knew  He  Was  Going 

To  The  Top.  How  To  Get  There 

Was  Another  Matter. 


If  the  brave  new  world  of  eMarkets  seems  a  bit  daunting  to  you,  you're  not  alone.  Many 
companies  see  the  Internet  as  an  untamed  frontier  that  can  be  fraught  with  peril.  But  you  don't  have 
to  journey  into  this  new  world  alone.  You  can  rely  on  Lante.  to  be  your  trusted  partner  and  guide. 

At  Lante,  we're  not  a  newcomer  to  eBusiness.  Thanks  to  our  15  years  of  experience,  we  know 
how  to  separate  the  meaningless  jargon  from  the  strategic  initiatives  that  can  create  real  impact  for 
your  business  in  the  Internet  economy. 

If  you're  ready  to  take  your  company  to  the  next  level,  call  Lante.  When  it  comes  to  negotiating 
the  world  of  eMarkets,  there's  no  better  guide  to  have  at  your  side. 


Lante 


Lante  Corporation  •  161  N  Clark  Street,  Suite  4900  •  Chicago,  IL  60601  •  tel.  312.696.5000  •  fax.  312.696.0060  •  www.lante.com 
Atlanta  •  Austin  •  Boston  •  Charlotte  •  Chicago  •  Dallas  •  Los  Angeles  •  New  York  •  San  Francisco  •  Seattle  •  Singapore 
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suggests  there  are  few  industries  that 
cannot  benefit  from  harnessing  the 
low-cost,  high-speed  exchange  of 
information  offered  by  the  Internet  to 
bring  operating  costs  down  and 
streamline  global  supply  chains. 

Consider  the  elastomers  industry, 
makers  and  users  of  flexible  polymers 
that  resemble  rubber.  In  April,  leading 
elastomers  industry  suppliers,  includ- 
ing Bayer,  CK  Witco  Corp.,  DSM  Elas- 
tomers, DuPont  Dow  Elastomers 
L.L.C..  Flexsys,  M.A.  Hanna  Rubber 
Compounding,  Advanced  Elastomer 
Solutions  (AES)  and  Zeon  Chemicals 
L.P,  announced  plans  to  build  a  cus- 
tomer-focused Net  market  called  Elas- 
tomerSolutions.com.  It  is  a  global  neu- 
tral marketplace  and  customer-focused 
hub  devoted  solely  to  the  elastomers 
and  associated  products  industry.  The 
marketplace  will  bring  together  a  com- 
munity of  trading  partners  —  users 
and  suppliers  of  materials,  ingredients 
and  equipment  along  with  service 
providers  and  other  parties. 

"We  are  trying  to  build  the  online 
destination  for  this  industry,  contain- 
ing everything  that  people  need  to  do 
their  jobs,"  says  Theo  G.  Krapels, 
president  and  CEO  of  DuPont  Dow 
Elastomers,  which  led  the  develop- 
ment of  the  concept.  "This  includes 
community-building  and  service 
aspects  as  well  as  transactions.  Elas- 
tomerSolutions.com  will  provide  one- 
stop  access  to  a  wide  range  of  ser- 
vices, extensive  information  and  a 
broad  group  of  trading  partners."  In 
total,  Krapels  says,  the  global  market 
for  elastomers  and  associated  prod- 
ucts is  about  $40  billion. 


'We  found  that 
Lante  was  one  of 

the  most 

experienced  and 

advanced  consulting 

firms  in  building 

and  running 

e-marketplaces 

focused  on  a 

specific  industry." 


To  guide  the  development  of  the 
strategy  and  the  business  plan  for  Elas- 
tomerSolutions.com,  the  founding  com- 
panies turned  to  Lante  Corporation,  a 
16-year-old  Chicago-based  consultancy. 
Lante  gained  its  initial  foothold  in  the  IT 
services  industry  as  a  client/ server 
implementer,  but  has  now  shifted  to  an 
e-business  consulting  model  with 
extremely  positive  results. 

"We  found  that  Lante  was  one  of 
the  most  experienced  and  advanced 
consulting  firms  in  building  and  run- 
ning e-marketplaces  focused  on  a  spe- 
cific industry,"  says  Krapels.  "We  felt 
most  comfortable  with  them,  based  on 
their  background  and  the  experience 
of  their  employees  in  business-to- 
business  and  e-marketplaces." 

Adds  James  Kendrick,  Lante 's  proj- 
ect manager  on  the  engagement: 


"The  business  model  for  Elastomer- 
Solutions  was  worked  out  in  great 
depth  and  the  road  show  was  devel- 
oped and  used  to  attract  a  strong 
consortium  of  industry  players  in  an 
intense  six-week  period.  The  effort 
has  built  considerable  momentum 
that  has  carried  over  to  the  consor- 
tium's efforts,  including  research  on 
customer  needs  and  startup  activities 
for  the  new  marketplace." 

The  new  elastomers  e-market  was 
designed  to  preserve  much  of  the  way 
business  is  conducted  in  the  industry 
in  the  physical  world  while  delivering 
the  supply-chain  efficiencies  that  elec- 
tronic commerce  offers. 

"ElastomerSolutions.com  will  improve 
the  efficiency  of  existing  channels  and 
business  processes  while  incorporating 
the  speed  of  e-commerce,"  Krapels 
says.  "Industry  knowledge  was  key. 
This,  combined  with  the  knowledge  of 
business-to-business  that  Lante 
brought  to  the  process,  has  led  us  to  a 
concept  that  is  generating  a  lot  of  value 
in  the  marketplace." 

Manugistics  Delivers 
Value-Added  Services  for 
eConnections  Customers 

When  eConnections  was  launched  in 
March  2000,  the  business  world  found 
itself  with  a  brand-new  model  for 
supply-chain  management  that  was 
more  than  five  years  in  the  making. 
Founded  by  Internet  pioneer  Robert 
Rodin,  the  former  chairman  and  chief 
executive  of  Marshall  Industries,  which 
was  acquired  by  Avnet  last  year,  eCon- 
nections provides  advanced  online 
supply-chain  management  for  many  of 
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If  you  want  to  win  on  the  Web, 
arm  yourself  with  a  mission-ready, 
sell-side  e-commerce  solution  from  InterWorld. 
•  Mission-ready  means  ready  to  go  live  fast,  with 
a  comprehensive,  out-of-the-box,  enterprise-class 
solution.' Ready  to  adapt  swiftly  to  change.  Ready 
to  leverage  the  power  of  information  across  your 
enterprise.    And    ready    to    support    your   supply 


chain,  end  to  end.  •  It  also  means 
ready  for  success  -  as  proven  by  our  large  base 
of  installed  clients,  each  with  a  thriving,  battle-tested 
solution  for  moving  goods  online. 
•  Call  877-326-6637  or  visit  us 
at  www.interworld.com  today. 
No  one  is  more  mission-ready  to 
lead  your  e-business  to  victory. 
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the  leading  players  in  the  electronic 
marketspace.  And  eConnections  was  a 
success  even  before  it  launched.  Its 
predecessor  Web  site  at  Marshall  was 
named  the  most  comprehensive  busi- 
ness on  the  Web  by  Business  2.0;  the 
best  Net  marketer  by  NET  Marketing; 
and  the  best  B2B  Web  site  in  the  world 
by  Advertising  Age  two  years  running. 

By  combining  cutting-edge  technol- 
ogy with  proven  process  design,  eCon- 
nections streamlines  the  complex 
business  of  bringing  highly  config- 
urable electronics  products  to  market. 
The  company  gives  its  clients  the 
processes  and  knowledge  that  help 
them  gain  control  of  their  time  man- 
agement, stay  ahead  of  their  product 
life  cycles,  increase  the  velocity  of 
response  in  their  supply  chains  and, 
ultimately,  improve  time  to  market, 
increase  profitability  and  expand  the 
range  of  their  strategic  choices. 

Rockville,  Md.-based  Manugistics 
Group  Inc.  —  a  leading  global  provider 
of  intelligent  supply-chain  solutions  for 
enterprises  and  evolving  e-business 
trading  networks  —  is  central  to  that 
complex  process,  according  to  Rodin. 
"The  eConnections  team  developed 
numerous  interfaces  with  the  backbone 
of  Manugistics  infrastructure  as  early 
as  1994.  Now  their  robust,  scalable 
solutions  are  an  important  part  of 
eConnections*  intelligent  design." 

That  intelligent  design  requires  an 
IT  engine  capable  of  processing  over 
1  million  transactions  a  day  in  multiple 
languages,  currently  involving  more 
than  1,000  suppliers,  1  million  SKUs 
and  $3  billion  of  available  inventory.  To 
deliver  many  of  its  value-added  ser- 


'Within  the  network- 
based  services 
environment  we 

provide  the 

intelligent  engines 

that  help  enable  a 

service-oriented, 

value-added  trading 

network." 

Terry  Austin 

Executive  Vice 

President,  Electronics 

and  High  Technology 

Manugistics 

Group  Inc. 


vices,  such  as  demand  planning, 
material  planning,  order  planning, 
availability  and  supply-chain  visibility, 
eConnections  relies  on  Manugistics 
intelligent  supply-chain  solutions.  The 
result  is  that  eConnections  clients  are 
better  able  to  make  intelligent  opera- 
tional decisions  that  can  result  in 
reduced  inventories,  improved  cus- 
tomer service  and  better  relationships 
with  their  trading  partners. 

"Within  the  network-based  services 
environment  we  provide  the  intelligent 
engines  that  help  enable  a  service-ori- 
ented, value-added  trading  network.  We 
call  them  'apps  on  tap'  because  you 
utilize  them  as  needed,"  says  Terry 
Austin,  executive  vice  president  of  elec- 
tronics and  high  technology  at  Manugis- 
tics. "For  example,  eConnections'  sup- 


pliers can  go  to  the  Web  site  and 
create  a  material  plan  based  upon 
improved  material  acquisition  or  inven- 
tory decisions  that  can  help  drive  down 
inventory  costs  and  improve  service. 
Suppliers  can  also  get  better  visibility 
into  their  order  stream  to  make  com- 
mitments, in  real  time,  as  orders  come 
in.  And  as  eConnections  implements 
even  more  accurate  demand  forecast- 
ing capabilities,  suppliers  should  be 
able  to  hold  less  inventory  as  a  buffer 
against  demand  uncertainty." 

QuestLink  Saves  Engineers  Time 
In  Researching,  Buying  Products 

The  demand  for  faster,  higher-perfor- 
mance consumer  products  has  forced 
electronics  design  engineers  to  find  new 
ways  to  shorten  design  cycles  and  meet 
increasingly  narrow  market  windows. 
Engineers  work  on  an  average  of  13.4 
projects  each  year,  according  to  Cahners 
Electronics  Group.  Meanwhile,  products 
are  getting  more  complex  and  designers 
have  far  less  time  to  research  solutions. 

"We've  found  that  engineers  spend  up 
to  35%  of  the  whole  design  process  just 
gathering  and  assimilating  the  technical 
information  necessary  to  design  a  prod- 
uct." says  Michael  Shultz,  president  and 
CEO  of  QuestLink.  "First,  the  information 
they  need  is  generally  scattered  —  in 
catalogs,  books,  Web  sites  and  vendor 
data  sheets.  Then,  once  they  decide 
what  to  buy,  purchasing  is  another 
hassle.  Our  business  is  to  make  finding 
and  buying  material  easy  so  the  engi- 
neers can  spend  their  time  designing." 

Founded  in  1995.  QuestLink  Tech- 
nology pioneered  the  concept  of  info- 
commerce  for  the  electronics  industry 
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Tomorrow's  industry  leaders  are  today's  eBusiness  innovators. 
Simply  connecting  to  suppliers  and  customers  won't  guarantee 
your  place  in  the  new  economy. 
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You'll  get  there  by  working  with  your  suppliers'  suppliers. 
You'll  get  there  by  improving  the  efficiency  of  your  extended 
supply  chain.  You'll  get  there  by  making  your  organization  more 
profitable.  And  Atlas  Commerce  will  help  you  make  it  happen. 
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by  providing  free  access  to  technical 
information  for  electronics  profes- 
sionals along  with  the  ability  to 
purchase  components  online.  More 
than  220.000  unduplicated  registered 
users  now  turn  regularly  to  a  single 
Web  site  to  bring  all  parts  of  the  pur- 
chasing process  together  in  a  well- 
organized,  streamlined  format. 

InterWorld  Delivers  Customer  Service 
Advantage  to  ChemPoint.Com 

ChemPoint.com  is  an  Internet-enabled, 
online  distributor  of  specialty  and  fine 
chemical  products  whose  strategic 
focus  is  on  providing  a  faster,  easier 
and  more  personalized  service  than 
that  of  traditional  distributors.  Its 
emphasis  on  developing  and  maximiz- 
ing a  dynamic  relationship  with  clients 
by  learning  their  needs  and  preferences 
has  made  ChemPoint.com  the  emerg- 
ing leader  in  this  e-distributor  category. 

To  achieve  the  level  of  customer 
focus  it  required,  ChemPoint.com 
selected  InterWorld's  sell-side  e-com- 
merce  solution,  which  not  only  man- 
ages complex  transactions  but  also 
allows  clients  to  extend  and  manage 
their  selling  and  support  processes, 
including  sales,  order  management,  ful- 
fillment and  customer  service.  For 
example.  ChemPoint.com 's  market  pro- 
vides customers  with  the  freedom  to 
customize  their  Web  interface  and 
place  orders  however  they  like  —  via 
the  Internet,  fax,  phone  or  directly 
through  their  system  with  EDI  or  XML. 

"Customer  service  is  the  cornerstone 
of  our  business,  and  InterWorld's  solu- 
tion is  a  crucial  component  in  translat- 
ing this  belief  to  our  online  initiatives," 
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says  Chad  Steigers,  managing  director 
for  ChemPoint.com.  "InterWorld's  solu- 
tion allows  us  to  establish  a  very  robust 
e-commerce  site  that  can  grow  as  we 
grow  without  the  extra  management  bur- 
dens. An  added  bonus  was  the  degree 
to  which  InterWorld  can  easily  integrate 
its  Commerce  Exchange  solution  into 
our  other  enterprise  applications." 

Commerce  Exchange  3.1.  Inter- 
World's latest  generation  of  mission- 
ready  e-commerce  software,  enables 
manufacturers,  retailers  and  distribu- 
tors to  get  to  market  quickly  with 
robust,  best-practice  e-commerce 
applications  and  begin  to  maximize 
the  profitability  of  their  online  and 
offline  channels.  The  solution  fea- 
tures extensive  new  out-of-the-box 
functionality  for  online  retail  mer- 
chandising, Web-based  customer  care 
and  dynamic  personalization. 

"Our  experience  in  the  e-commerce 
marketplace  allows  us  to  package 


everything  consumers  have  come  to 
demand  when  shopping  online  and 
everything  businesses  require  in  terms 
of  functionality,  manageability,  scalabil- 
ity and  flexibility  in  an  e-commerce  solu- 
tion," says  Jeremy  Davis,  president  and 
CEO,  InterWorld.  "InterWorld's  clients 
have  a  unique  advantage  to  get  to 
market  quickly  and  begin  maximizing 
their  online  profitability  immediately, 
sometimes  in  as  little  as  30  days,  due 
to  the  packaged  knowledge  in  our  Com- 
merce Exchange  solution."  ■ 


This  section  was  produced  and  written 
by  Jerry  Bowles,  who  has  more  than  30 
years  of  experience  as  a  writer,  editor 
and  corporate  communications  director 
specializing  in  technology,  supply  chain, 
e-commerce  and  customer  issues.  For 
information  about  the  rest  of  the 
Forbes  2000  e-business  series,  con- 
tact Jerry  atjbowles@bellatlantic.net 
or  212-582-3791. 
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Built  marinas  for  22  years.  Through  good  times  and  bad.  Now  buys  equipment  and  supplies  online. 
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the  marine  industry's  online  marketplace 

from  materials  to  hardware  to  electronics  and  more,  we're  the  marine  industry's  b2b  e-commerce  marketplace. 
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SO  MUCH  FOR  E-BUSINESS  BEING  A  LEVEL  PLAYING  FIELD. 

If  you're  going  to  play,  play  to  win.  Give  yourself  on  unfair  advantage  With  the  NeuVis  e-business  development 
platform,  your  B2B  system  con  be  deployed  in  a  fraction  of  the  time  other  systems  require.  And  as  you  break 
out  of  the  pack,  you  can  change  direction,  improve  your  system  and  add  features  without  losing  critical 
momentum.  So  you  not  only  take  an  earfy  lead,  you  keep  it.  Call  1-877-NeuVis-l  or  visit  www.neuvis.com. 
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-Overseas 

Capitalists 

BY  MICHAEL  K.  OZANIAN 

IF  YOU'RE  A  MANAGER,  INVESTOR  OR  CONSUMER,  YOU  CAN'T  AFFORD 
to  ignore  the  rapid  globalization  of  economic  output.  That's  where  this 
issue  of  FORBES  can  help.  Here  we  list  the  500  largest  non-U.S.  public 
companies  based  on  revenues. 

And  these  Forbes  International  500s  are  getting  stronger.  Aggregate 
revenue  for  the  group  last  year  was  $8.4  trillion,  7.7%  higher  than  the  pre- 
vious year.  Net  income  was  $312  billion  last  year,  46%  more  than  1998. 

Credit  the  spread  of  free-market  principles  over  the  past  few  years. 
Lower  taxes,  deregulation  and  privatization  are  sweeping  Europe,  thanks 
to  the  establishment  of  the  European  Monetary  Union  in  1998.  A  few 
years  ago  the  German  government  would  probably  have  blocked  the  ac- 
quisition of  Mannesmann  by  the  U.K.'s  Vodafone  AirTouch.  In  today's 
climate  the  deal  is  tolerated. 

The  liberation  of  capital  is  one  reason  the  EAFE  index,  which  measures 
stock  market  performance  in  Europe,  Australia  and  the  Far  East,  has  re- 
turned 14.7%  over  the  past  12  months,  compared  with  5.1%  for  the  S&P 
500.  Think  global?  Absolutely. 
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For  expanded  statistics  on  the  largest  800  foreign  companies,  visit  our  Web  site  at  www.forbes.com/international. 
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The  U.S.  bull  market  is  long  in  the  tooth. 
Now  is  a  good  time  to  venture  abroad. 


BY  KURT  BADENHAUSEN 

TIRED  OF  FRETTING  ABOUT 
inflation,  Fed  tightening  and  other 
concerns  of  the  U.S.  equity  mar- 
kets? Think  global.  Particularly  in  Eu- 
rope, where  privatization  and  deregula- 
tion are  now  all  the  rage,  there  are  some 
good  value  and  growth  prospects. 

Did  we  say  value?  The  median  esti- 
mated 2000  P/E  for  the  Forbes  Interna- 
tional 500  group  is  only  19,  versus  a 
multiple  of  27  for  the  S&P  500.  England, 
Sweden  and  Switzerland  all  sport  esti- 
mated 2000  P/Es  of  20.  In  South  Korea 
and  Mexico  stocks  trade  at  10  times 


2000  earnings,  and  in  Brazil  it's 
1 1  times. 

No  wonder  Wall  Street  firms,  which 
often  recommend  less  than  10%  expo- 
sure in  foreign  stocks,  have  become 
more  aggressive.  For  example,  both 
Morgan  Stanley  and  Merrill  Lynch  now 
advocate  putting  15%  of  your  money 
into  overseas  stocks.  The  comanagers 
of  Vanguard's  Global  Asset  Allocation 
Fund,  Eric  Bendickson  and  Michael 
Duffy,  say  investors  should  be  allocat- 
ing 20%  to  25%  to  non-U.S.  stocks. 

Picking  individual  foreign  stocks  is 
more  tricky  than  buying  U.S.  listings. 


For  starters,  getting  up-to-date  finan- 
cials  and  research  reports  can  be  diffi- 
cult; financial  documents  are  often 
published  once  a  year.  And  although 
the  world  is  moving  toward  a  uniform 
accounting  standard,  we're  not  there 
yet.  So  the  numbers  can  be  difficult  to 
compare. 

Still,  if  you  want  to  cherry  pick  in- 
dividual stocks,  check  out  our  tables  on 
value  and  income  of  American  Deposi- 
tary Receipts.  ADRs  are  negotiable  cer- 
tificates that  represent  one  or  more  for- 
eign shares.  The  shares  are  held  in 
custody  by  big  U.S.  banks,  such  as 

►  fil  DRAI  nniWIINATIflN 


Aggregate  revenues  for  the  Interna- 
tional 500  last  year  were  $8.4  trillion, 
7.7%  higher  than  in  1998.  A  stronger 
yen  relative  to  the  U.S.  dollar  increased 
Japan's  slice  of  the  pie  to  39%  ($3.3 
trillion)  in  fiscal  1999  from  34%  the 
previous  year. 


UK  13% 

Germany  12% 
France  10% 


All  other  26% 


CONSISTENT  CASH  These  companies  have  increased  their  dividend  at  least  12%  annually  over  the  past  five  years. 

COMPANY/BUSINESS 

COUNTRY 

DIVIDEND 

5-YEAR               ANNUAL 
GROWTH                RATE 

(%)                       ($) 

YIELD 
(%) 

PAYOUT 
RATIO 
(%) 

EPS 

2000E 

($) 

STOCK 

PRICE 

($) 

SALES 
($■■0 

Solvay  Group/chemicals 

Belgium 

47 

2.15 

3.3 

41 

4.57 

64.51 

8.0 

Tomkins/multi-industry 

United  Kingdom 

37 

0.85 

6.9 

59 

1.76 

12.25 

8.8 

DSM/chemicals 

Netherlands 

34 

0.38 

4.8 

20 

1.01 

7.92 

6.4 

Westpac  Banking/banking 

Australia 

24 

1.53 

4.4 

55 

2.93 

34.94 

6.7 

ANZ  Banking/banking                      Australia 

21 

1.92 

5.3 

55 

3.24 

36.25 

7.0 

HSBC  Group/banking 

United  Kingdom 

18 

1.89 

3.4 

40 

3.68 

56.38 

39.3 

British  Airways/airlines 

United  Kingdom 

17 

4  69 

8.3 

55 

0.47 

56.63 

14.1 

Dixons  Group/retailing 

United  Kingdom 

17 

0.46 

3.6 

32 

NA 

12.79 

5.2 

Rio  Tinto  metals 

UK/Australia 

16 

2.31 

3.7 

56 

4.31 

62.13 

7.2 

Allied  Irish  Banks/banking                Ireland                             13                     0.70 

3.9 

28                  2.03 

17.94                     5.0 

411  information  is  for  the  company's  ADR.  NA  Not  available.  Sources:  Worldscope  and  IBES  International  via  FactSet  Research  Systems;  Forbes. 
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Today,  we  have  more  energy  than  ever 


American  Electric  Power  and  Central  and  South  West 
Corporation  have  merged  to  create  a  new  AEP.  We're 
now  one  of  the  largest,  strongest  and  most  diversified 
energy  companies  anywhere.  We've  always  offered 
reliable,  low-priced  electricity  and  top-notch  customer 
service.  That  won't  change.  But  now  we  offer  so 


much  more.  We're  a  leading  electricity  producer, 
trader  and  distributor  with  interests  in  fiber-optic 
networks  and  e-business  initiatives.  That  means  we 
can  offer  customers  a  range  of  innovative  energy 
solutions.  AEP  truly  has  more  energy  than  ever.  We 
look  forward  to  putting  it  to  work  for  you. 


££  AMERICAN 


ELECTRIC 
POWER 

www.aep.com 
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PRICE  STOCKS? 


The  U.S.  stock  market  goes  for  27  times 
this  year's  earnings.  Below  we  show  five 
countries_that  are  more  expensive  than 
the  U.S.  and  five  that  trade  at  a  steep 
discount.  The  median  International  500 
company  has  a  P/E  of  19. 


Highest  P/Es 

Finland 

42 

Japan 

38 

Germany 

■■31 

Italy 

28 

France 

■  27 

Korea 

Mexico 

South  Africa 

Brazil 

Norway 

Lowest  P/Es 

■iio 
■lio 
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Don't  be  put  off  by 

high  price/earnings 

ratios  on  this  list. 

Fuji  Photo  Film,  for 

example,  has  a  P/E  of 
24  but  the  company 
has  a  very  attractive 

lentemrise  value  of  5.7. 


Citibank  and  Bank  of  New  York;  the 
certificates  trade  on  American  ex- 
changes in  U.S.  dollars.  Also,  with  ADRs 
you  get  financial  reports  in  accordance 
with  U.S.  accounting  standards.  We 
confined  the  list  to  companies  with 
market  values  and  revenues  of  more 
than  $1  billion. 

ADR  prices  are  tied  to  the  company's 
local  stock  price,  so  you'll  be  subject  to 
currency  fluctuations.  That  could  be  a 
bad  or  a  good  thing,  depending  on 
which  way  the  currency  goes.  If  you 
think  the  euro  is  too  cheap  at  94  U.S. 
cents,  now  is  a  great  time  to  be  buying  a 
European  stock. 

The  value  portfolio  below  lists  com- 
panies with  low  enterprise  multiples.  By 
that  multiple  we  mean  a  company's  en- 
terprise value  (common  plus  liquida- 
tion value  of  preferred  and  debt,  minus 
cash)  divided  by  operating  income 
(earnings  before  depreciation,  interest 
and  taxes).  The  enterprise  value  is,  in 
effect,  the  price  that  an  acquirer  would 
pay  for  a  business  operation  if  he  could 
get  all  the  outstanding  shares  without 
paying  a  premium. 

Don't  be  put  off  by  high  P/E  ratios  on 
this  list.  Fuji  Photo  Film,  for  example,  has 
a  P/E  of  24  but  a  very  attractive  enterprise 
multiple  of  5.7.  It  carries  $6.4  billion  cash 
on  its  balance  sheet — which  a  purchaser 
could  use  to  finance  the  acquisition. 
Volkswagen  also  makes  our  list  with  an 
enterprise  multiple  of  3.4,  a  reflection  of 


its  high  depreciation  charges. 

The  income  table  on  page  276  in- 
cludes companies  that  have  had  annu- 
alized dividend  growth  rates  greater 
than  12%  over  the  past  five  years.  In  ad- 
dition, each  of  these  stocks  has  a  divi- 
dend yield  greater  than  3%  and  a  pay- 
out ratio  (dividends  as  a  percent  of 
earnings)  less  than  75%.  This  is  a  cash- 
you-can-count-on  list  of  companies, 
like  Belgium-based  Solvay  Group  and 
British  Airways,  both  of  which  have 
paid  out  steady  dividends  for  years. 

But  if  you're  skittish  about  individ- 
ual stocks,  buy  a  no-load  fund.  See  the 
foldout  following  page  280  that  blends 
good  performance  and  low  cost.  Last 
year's  leader,  Waddell  &  Reed  Interna- 
tional Growth,  rode  the  coattails  of 
Colt  Telecom  and  Altran  Technologies 
to  an  impressive  65%  gain  for  the  fund. 

Leah  Zell's  Acorn  International 
fund  is  a  perfect  way  to  invest  in  some 
companies  that  are  off  the  radar  screen. 
She  focuses  on  small  and  mid-cap 
stocks  that  mostly  aren't  available  to 
U.S.  investors  in  the  form  of  ADRs. 

With  a  median  market  cap  of  $1.4 
billion,  Zell's  portfolio  doesn't  have 
many  household  names.  She  likes  ser- 
vice businesses  because  their  capital 
needs  are  meager.  One  of  her  largest 
holdings,  Hong  Kong's  Li  &  Fung,  is  a 
consumer  goods  exporter.  That  stock  is 
up  more  than  tenfold  since  she  first 
bought  it  in  1995.  F 


bib  BARGAINS  An  acquirer  would  love  these  stocks  because  of  their  low  enterprise  multiples. 

COMPANY/BUSINESS 

ENTERPRISE                                             EPS 

P/E 
2000E 

STOCK  PRICE 
($) 

SALES 

(Sbil) 

COUNTRY 

MULTIPLE 

VALUE                  1999 

($iil)            ($) 

2000E 

($) 

Volkswagen/automobiles 

Germany 

3.4 

30.2 

0.61 

0.86 

8 

7.31 

76.0 

BASF/chemicals 

Germany 

4.0 

26.1 

2.37 

2.68 

14 

37.38 

29.8 

Continental/tires 

Germany 

4.8 

43 

2.06 

2.27 

7 

16.85 

9.2 

OSM/chemicals 

Netherlands 

49 

5.0 

0.94 

1.01 

8 

7.92 

6.4 

Pechiney/metals 

France 

5.3 

47 

2.28E 

2.69 

8 

20.25 

9.6 

Tate  &  Lyle/household 

United  Kingdom 

5.3 

33 

2.21 

2.49 

7 

18.40 

6.5 

Fuji  Photo  Film/leisure  goods 

Japan 

5.7 

13.6 

1.04 

1.69 

24 

40.38 

13.1 

EMI/energy 

Italy 

5.9 

54  6 

4.21 

4.86 

12 

55.94 

32.3 

Bayar/chemicals 

Germany 

6.4 

31.0 

2.66 

2.34 

15 

36.09 

25.5 

1  JSainsbury/retailr.g 

United  Kingdon 

6.4                     10.9                   1.23                  1.24 

14 

1789 

25.7 

All  information  is  'or  the  company  s  ADR.  E:  Estimate.  Sources:  Worldscope  and  IBES  International  via  FactSet  Research  Systems;  Forbes. 
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www.etoys.com  is  an  IBM  e-business. 

Web  technologies  helped  deliver  toys  to  kids  of  all  ages.  And  5x  sales  growth  to  the  ledger. 


TTTHffTON/VTmNARnir 


/ 


JT 


Comparing  Countries 

Open  the  gatefold  that  follows  to  see  how  the  12  most  ] 
prominent  countries  in  this  year's  International  500 
compare  in  economic  and  stock  market  performant 
Plus:  Best  foreign  equity  funds. 
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LM  ERICSSON:  $163  BILLION 


SONY:  $88  BILLION 


TOYOTA  MOTOR:  $20 


PRODUCT 

TELECOMMUNICATIONS 
ERICSSON 


BRAND  VALUE 

$15 
BILLION 


PRODUCT 

BRAND  VALUE 

ELECTRONICS 

$14 

SONY 

BILLION 

|Mf[«  1 

Sfc^ 

JMm 

^^£t 
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PROOUCT 

AUTOMOBILES 
TOYOTA 


bran 
$i: 
Bill 


Where's  the 


Money  t 

BY  VIVIAN  WOO   I 


Economic  snapshots  of  the  12  countries  most  heavily  represented  in  the 
Forbes  International  500  show  that  Switzerland,  Japan  and  the  U.S.  are 
the  three  most  productive  countries  in  the  world  based  on  GDP  per  capita. 
But  Japan  is  twice  as  leveraged  as  both  the  U.S.  and  Switzerland. 


POPULATION  (millions) 

AUSTRALIA 

19.0 

CANADA 

30.6 

FRANCE 

59.1 

GERMANY 

82.0 

ITALY  MBHHHi 

57.7 

JAPAN 

126.8 

NETHERLANDS 

15.8 

SOUTH  KOREA 

46.9 

Sweden  wammm 

8.9 

SWITZERLAND 

7.1 

UNITED  KINGDOM 

58.7 

UNITED  STATES 

273.3 

GROSS  DOMESTIC  PRODUCT  (sbiluons) 

\USTRALIA                         $388.0 

:anada                           639.0 

:RANCE                               1,421.6 

2ERMANY                            2,091.2 

TALY                                  1,154.0 

JAPAN                                4,367.7 

NETHERLANDS                     383.4 

SOUTH  KOREA 

406.9 

SWEDEN                               235.7 

SWITZERLAND                      256.5 

JNITED  KINGDOM 

1,417.4 

JNITED  STATES 

9,256.1 

BRAND  POWER    ENTERPRISE  VALUES        DAIMLERCHRYSLER:  $116  BILLION 


The  Forbes  International  500 
companies  listed  at  right  have 
leveraged  their  famous  brands  into 
global  powerhouses.  The  figure  to 
the  immediate  right  of  each 
company  is  its  enterprise  value 
(market  value  of  common  plus  debt, 
less  cash  and  equivalents).  The 
brand  values  represent  the  dis- 
counted present  value  of  future 
cash  flow  the  brand  is  expected  to 
generate.  The  most  valuable  brand 
in  the  world?  Coca-Cola,  which  is 
still  worth  more  than  $80  billion, 
desnite  its  recent  stumhle 


PRODUCT 

AUTOMOBILES 
MERCEDES 


BRAND  VALUE 

$18 
BILLION 


GDP  PER  CAPITA  ($thousands) 

WSTRALIA                          $20.4 

JANADA                                  20.9 

'RANCE                                 24.1 

3ERMANY                              25.5 

TALY                                    20.0 

JAPAN                                     34.5 

NETHERLANDS                       24.3 

SOUTH  KOREA                         8.7 

SWEDEN                                26.6 

SWITZERLAND                        36.1 

JNITED  KINGDOM                   24.2 

JNITED  STATES                       33.9 

NESTLE:  $81  BILLION 

PRODUCT 

COFFEE 
NESCAFE 

BRAND  VALUE 

$18 
BILLION 
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THE 

GREATEST  RISK 
IS  NOT 
TAKING  ONE. 


They  do  not  write  the  stories  of  those  who  played  it  safe.  Yet  that  is  what  most  of  us  do.  It  is 
inherent  in  our  nature  to  avoid  risk.  From  the  earliest  age  there  is  something  that  tells  us  to 
sidestep  danger.  Perhaps  because  of  that,  there  is  also  something  in  us  that  admires  the  risk  taker, 
the  adventurer,  the  person  with  the  courage  to  step  up  to  the  edge  of  the  precipice  and  believe  that 
he  can  make  it  to  the  other  side. 

But  it  doesn't  mean  leaping  blindly.  You  can  go  after  your  dream  with  fiery  determination, 
armed  with  the  confidence  of  knowing  you  have  chosen  a  business  partner  wisely.  You  see,  few 
have  the  resources  we  do. The  imagination.  The  sheer  ability  and  flexibility  to  custom-tailor 
solutions,  no  matter  what  the  risk,  no  matter  where  the  risk.  Even  if  it's  some  crazy  idea.  Like 
walking  on  the  moon,  for  instance. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

Insurance  and  services  provided  by  members  of  American  International 
Group,  Inc., 70  Pine  Street,  Department  A,  New  York,  New  York  10270. 
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BEST  BUYS  Forbes  rates  these  as  the  top  international  equity  funds.  The  ratings  are 
based  on  risk-adjusted  returns,  sales  charges  and  annual  expenses. 

FUND 

TOTAL  RETURN 

WEIGHTED 
AVERAGE 

P/E 

ANNUAL 
EXPENSES 
PER  $100 

MINIMUM 

INITIAL 

INVESTMENT 

LATEST         ANNUALIZED 
12  MOS            5-YEAR 

UMB  Scout  Worldwide 

19.6%              17.9% 

32.9 

$0.86 

$1,000 

Republic  Funds-International  Equity 

43.6                 19.6 

35.2 

1.09 

10,000 

Acorn  International  Fund 

52.3                 19.8 

45.2 

1.11 

1,000 

Fidelity  Diversified  Intl 

33.6                 19.4 

36.1 

1.21 

2,500 

American  AAdvantage-lntl  Equity  Plan 

13.7                 13.5 

26.4 

0.93 

2,500 

Harbor  International  Growth 

14.3                 15.5 

45.0 

0.91 

2,000 

Scudder  International  Fund 

34.8                 17.1 

43.5 

1.17 

2,500 

Wm  Blair-lnternational  Growth  N 

70.1                 22.9 

41.0 

1.35 

5,000 

Vanguard  International  Growth 

25.4                13.6 

34.2 

0.58 

3,000 

American  Century-lntl  Growth  Inv 

48.3                 22.1 

47.2 

1.27 

2,500 

Sources:  Forbes.  Upper  Inc.;  Morningstar  Inc 


TOTAL  NATIONAL  DEBT/GDP 


AUSTRALIA 

CANADA 

FRANCE 

GERMANY 

ITALY 

JAPAN 

NETHERLANDS 

SOUTH  KOREA 

SWEDEN 

SWITZERLAND 

UNITED  KINGDOM 

UNITED  STATES 


10.4% 
76.4 

19.0 
78.9 
67.7 
42.7 
10.4 


32.5 
26.2 
42.4 
29.8 


UNEMPLOYMENT  RATE 

AUSTRALIA 

7.5% 

CANADA 

7.9 

FRANCE 

III 

GERMANY 

9.0 

ITALY 

11.6 

JAPAN 

4.6 

NETHERLANDS 

3.2 

SOUTH  KOREA 

7.0 

SWEDEN 

5.7 

SWITZERLAND 

2.8 

UNITED  KINGDOM 

6.1 

UNITED  STATES 

4.2 

Country  economic  snapshots 
on  these  pages  come  from 
the  World  Competitiveness 
Yearbook,  published  by  the 
International  Institute  for 
Management  Development. 
Stock  market  performances 
were  provided  by  MSCI 
via  FactSet  Research 
Systems.  Brand  values 
courtesy  of  Interbrand. 


RETAIL  SALES  PER  CAPITA  ($thousmds) 


AUSTRALIA 

$3.4 

CANADA 

4.0 

FRANCE 

5.6 

GERMANY 

5.4 

ITALY 

5.4 

JAPAN 

9.8 

NETHERLANDS 

4.0 

SOUTH  KOREA 

I.I 

SWEDEN 

4.9 

SWITZERLAND 

7.4 

UNITED  KINGDOM 

5.6 

UNITED  STATES 

6.5 

w        r  "■" 

DIAGE0:  $40  BILLION 


HEINEKEN  HOLDING:  $5  BILLION 


PRODUCT 

BRAND  VALUE 

SPIRITS 

$2 

SMIRNOFF  VODKA 

BILLION 

PRODUCT 

BRAND  VALUE 

BEER 

$2 

HEINEKEN 

BILLION 

NETHERLANDS 

Stock  performance  relative  to  EAFE 


SOUTH  KOREA 

Stock  performance  relative  to  EAFE 


BMW-BAYERISCHE  MOTOR:  $34  BILLION 


CHRISTIAN  DIOR:  $27  BILLION 


PRODUCT 

LUXURY  GOODS 
LOUIS  VUITTON 


'98        '99       00 


SWEDEN 


SWITZERLAND 

Stock  performance  relative  to  EAFE 


180 


100 


ratio  scale                             ^_/^*^ 

t          \^ 

agsiM 


'95 

'96          '97          '98 

'99       00 

UNITED  KINGDOM 

180 
160 

Stock  performance  relative  to  EAFE 

ratio  scale 

^      140 

^^"^S. 

^    120 

100 

~s*~-^f/r                         FAFF=inn 

90 

'95      '96         '97         '98        '99      '00 


UNITED  STATES 

Stock  performance  relative  to  EAFE 


ADIDAS-SALOMON:  $4  BILLI 


PRODUCT 

SPORTS  APPAREL 

ADIDAS 


Stock  performance  relative  to  EAFE 

ratio  scale                                                             fv 

^/\ 

EAFMOO 

^•"V 

'95      '96          97         '98 

'99       00 

ilobal 


Editor:  Ann  C.  Anderson 
Researchers:  Scott  DeCarlo,  Lesley  Kump, 
Edita  Raslova,  Michael  Schubach, 
Robert  Stanfl  and  Brian  Zajac 
Programmer:  Mitchel  Rand 
Earnings  Estimates:  Eric  S.  Hardy, 
Tricia  McGinnis  and  Shlomo  Z.  Reifman 


On  the  next  page  we  show  the  world's  Super  50,  the  largest  public  corporations  based  on  a 
composite  ranking  of  sales,  assets,  profits  and  market  value.  This  year  Citigroup  surpassed 
General  Electric  for  the  top  spot,  a  place  GE  had  held  since  it  overtook  Royal  Dutch  Shell  ini 
1998.  Another  big  change  from  last  year?  Exxon  and  Mobil,  which  merged  in  November,  up- 
staged Bank  of  America  for  third  place. 

Our  21st  edition  of  international  rankings— the  largest  foreign  companies  based  on  rev- 
enues—begins on  page  290.  All  figures  in  the  tables  that  follow  are  in  U.S.  dollars.  For  reported 
sales  and  net  income  we  use  the  average  exchange  rate  that  prevailed  during  the  firm's  fis- 
cal year.  Enterprise  multiples  are  a  company's  enterprise  value  (market  value  of  common  I 
plus  preferred  and  debt,  minus  cash)  divided  by  operating  income.  Stock  prices  and  earnings 
estimates  are  based  on  May  31  exchange  rates.  For  expanded  statistics  on  the  largest  80C 
foreign  companies,  visit  our  Web  site  at  www.forbes.com/international. 
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Rank 

Company/Business 

Country 

REVENUE 
($MIL) 

NET 
INCOME 

($MIL) 

ASSETS 
($MIL) 

Market 

VALUE 
($MIL) 

Employees 
(thou) 

i 

Citigroup  'financial  svcs 

United  States 

82.005 

9.994 

716.937 

209.613 

173.5 

2 

General  Electric  elec  &  electron 

United  States 

111,630 

10,717 

405.200 

520,686 

316.5 

3 

Exxon  Mobil/energy 

United  States 

160,883 

7,910 

144.521 

290.023 

115.0 

4 

Bank  of  America/banking 

United  States 

51,632 

7,882 

632.574 

91.903 

163.4 

S 

Royal  Dutch/Shell  Group/energy 

Netherlands 

105,366 

8.584 

113.883 

224.265 ' 

99.0 

6 

Ford  Malar/automobiles 

United  States 

162,558 

7,237 

276.229 

59,344 

364.6 

7 

HSBC  Group/banking 

United  Kingdom 

39.348 

5.408 

569.139 

94,105 

146.9 

8 

General  Motors/automobiles 

United  States 

176.558 

6.002 

274.730 

57,498 

392.0 

9 

International  Business  Machines/computer  systems 

United  States 

87,548 

7.712 

87.495 

190,359 

299.2 

10 

American  International  Group/Insurance 

United  States 

40.656 

5.055 

268.238 

173,503 

52.3 

11 

Toyota  Motor/automobiles 

Japan 

120,697 

3,812 

149.309 

170,080 

214.6 

12 

Wal-Mart  Stores/retailing 

United  States 

165.013 

5,575 

70.245 

258.963 

1,025.0           * 

13 

BP  Amoco/energy 

United  Kingdom 

83,566 

5.008 

89.478 

206,692 

88.1          1 

14 

ING  Group/financial  svcs 

Netherlands 

59,276 

4,976 

493.806 

58.138 

86.0 

15 

AT&T/telecom 

United  States 

62,391 

5,450 

130.973 

130,913 

141.1 

16 

DaimlerChrysler/automobiles 

Germany 

151.632 

5,809 

172,520 

54,665 

463.6 

17 

SBC  Communications/telecom 

United  States 

49.489 

6,573 

83,215 

148,614 

202.5 

18 

Allianz  Worldwide/insurance 

Germany 

70.305 

2.258 

376,830 

89,018 

113.6 

19 

Fannie  Mae/financial  svcs 

United  States 

36.969 

3.921 

575,167 

60.569 

3.9           ,♦. 

20 

Morgan  Stanley  Dean  Witter  &  Co/financial  svcs 

United  States 

33.928 

4,791 

366,967 

81,094 

50.5           1 

21 

Chase  Manhattan/banking 

United  States 

33,710 

5,446 

406,105 

61,556 

73.8          $ 

22 

TotalFina  ErF/energy 

France 

75.859 

3,534 

81.012 

114,709 

127.3          1 

23 

AXA  Group/insurance 

France 

83.069 

2,043 

509,815 

54,352 

92.0           I 

24 

Credit  Suisse  Group/banking 

Switzerland 

47,705 

3,298 

450,593 

50,999 

62.8 

25 

Deutsche  Bank  Group/banking 

Germany 

52,317 

2,554 

838,324 

47,705 

78.2 

26 

Philip  Morris  Cos/bev  &  tobacco 

United  States 

61,751 

7,675 

61.381 

60,008 

140.5          I 

27 

WorldCom  telecom 

United  States 

37,120 

3.950 

87,053 

107.568 

77.3           * 

28 

UBS/banking 

Switzerland 

26,968 

3,979 

613.173 

56,275 

49.1 

28 

Zurich  Financial  Services/insurance 

Switzerland 

39,962 

3,260 

221.178 

41,735  3 

68.8           ? 

30 

Intel/computer  peripherals 

United  States 

29.389 

7,314 

43.849 

417,580 

67.4          1 

31 

Bell  Atlantic/telecom 

United  States 

33.174 

4,208 

62.614 

81,727 

142.9 

32 

ABN-Amro  Holding/banking 

Netherlands 

36,433 

2,598 

459.014 

33,673 

108.7 

33 

Fortis/fmancial  svcs 

Netherlands 

41,381 

2,342 

407.565 

31.780 4 

61.1 

33 

Lucent  Technologies/telecom 

United  States 

38,467 

3,477 

38.634 

186.406 

153.0 

35 

Siemens  Group/elec  &.  electron 

Germany 

72,074 

1,697 

64.121 

88,580 

440.2 

36 

Lloyds  TSB  Group/banking 

United  Kingdom 

22,608 

4,057 

284,576 

60.287 

76.1 

37 

Merrill  Lynch/financial  svcs 

United  States 

34,879 

2,618 

328,071 

37.671 

65.5 

38 

Merck/personal  care 

United  States 

32,714 

5,891 

35.634 

171,726 

57.3 

38 

BNP  Paribas/banking 

France 

37,871 

1,500 

700,178 

40.852 

77.5 

40 

Wells  Fargo/banking 

United  States 

21,795 

3,747 

218,102 

73.597 

90.4 

41 

Hewlett-Packard/computer  systems 

United  States 

43,808 

3,325 

33.911 

119.855 

84.4 

42 

Bank  of  Tokyo-Mitsubishi/banking 

Japan 

34,041 

1,199 

651,336 

58.552 

18.2s 

42 

British  Telecom/telecom 

United  Kingdom 

29,566 

3,246 

59,957 

94.876 

132.1 

44 

Microsoft/computer  software 

United  States 

21,855 

8,746 

45,093 

329,207 

31.4 

45 

Deutsche  Telekom/telecom 

Germany 

35.859 

1,267 

94,546 

190,008 

204.4 

46 

Bank  One/banking 

United  States 

25.986 

3,479 

269,425 

38,170 

88.7 

47 

Procter  &  Gamble/food,  household 

United  States 

39.188 

3,727 

36,001 

86.975 

108.2 

1« 

France  Telecom/telecom 

France 

27.532 

2,799 

52,009 

150.382 

174.3 

pt 

Nestle/food,  household 

Switzerland 

47.158 

2.984 

35.413 

73,592 

230.9 

|    50 

Pfizer'/health  care 

United  States 

27.601 

4.959 

31,379 

280.503 

95.0 

Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trac 
Pic.  "Combined  market  vifue  for  Fortis(NL)  and  Forhs(B).  ^ot  fully  consolid. 

ling,  ^ro  forma  for  the 
ted.  ^o  forma  for  the 

merger  of  Totarfina 
merger  with  Warner 

ind  Elf  Aqurtame.  'Ci 
-Lambert. 

jmbmed  market  valu 
FORI 
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: 

AUSTRALIA                              2000  EST  P/E  18             YIELD    3.0%           MARKET  VALUE   $374  BILLION           YEAR -TO -DATE  PRICE  CHANGE   -13% 

Rank    Company/business 

REVENUE 
($ML) 

NET 
INCOME 
(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 
(SMIL) 

STOCK 

PRICE 

($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

116      AMP/insurance 

18,331 

-272 

85,600 

9,535 

8.72 

-0.25 

17 

20 

4.2 

22.4 

164  •  Coles  Myer/retailing 

14,151 

256 

4,870 

4,177 

3.61 

0.22 

16 

7 

6.4 

157.4 

176  •  News  Corp/media 

13,660 

683 

35.514 

43,781 

11.35 

0.17 

60 

27 

1.5 

30.0 

197  •  Natl  Australia  Bank/banking 

12,540 

1.806 

150,389 

22,406 

14.96 

1.16 

13 

10 

6.6 

45.7 

206  •  Broken  Hill  Proprietary/energy 

11,979 

-1.440 

19,718 

17,790 

10.21 

NA 

16 

51 

2.9 

50.0 

216  •  Woolworths/retailing 

11,584 

161 

2,986 

3,832 

3.32 

0.14 

18 

8 

3.1 

120.0 

232  •  Telstra/telecom 

11,023 

2,187 

18,018 

50,142 

3.90 

0.17 

23 

10 

3.8 

52.8 

357  •  Rio  Tinto/metals-nonfer 

7,169 

1,278 

15,673 

20,134 

14.35 

0.93 

14 

NA 

5.4 

33.8 

363  •  ANZ  Banking/banking 

7,039 

948 

87,680 

10,893 

6.96 

0.58 

12 

12 

4.6 

30.2 

376  •  Westpac  Banking  Group/banking 

6,714 

932 

84,949 

12,502 

6.85 

0.49 

13 

11 

5.3 

33.6 

409  •  Commonwealth  Bank  Group/banking 

6,112 

892 

84,509 

14,636 

15.98 

0.96 

15 

16 

4.1 

29.0 

472  •  Qantas  Airways/airlines 

5,289 

264 

7,378 

2,238 

1.86 

0.22 

9 

6 

5.3 

28.2 

: 

BELGIUM                                2000  EST  P/E  17             YIELD    2.9%           MARKET  VALUE   $159  BILLION           YEAR  TO  DATE  PRICE  CHANGE  -22%    1 

Rank    Company/business 

REVENUE 

(SMIL) 

NET 

INCOME 

(SMIL) 

assets     market 
(Smh.)       value 

(SHI) 

STOCK 

PRICE 

($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

36      Fortis/financial  svcs 

41,381 

2.342 

407,565 

31.7803 

26.12 

0.84 

13 

NA 

2.7 

61.1 

159       Delhaize  Le  Lion  Group/retailing 

14,471 

172 

5,733 

3.051 

58.66 

3.31 

16 

6 

2.0 

93.4 

162       Dexia/bankmg 

14457 

769 

245,643 

12,875 

136.45 

9.93 

13 

60 

2.7 

10.3 

187       KBC  Bankassurance/banking 

13,062 

980 

156,937 

12,815 

43.04 

3.30 

13 

16 

2.7 

22.2 

238  •  Arbed/metals-steel 

10.769 

73 

14.956 

898 

90.73 

7.39 

4 

9 

1.7 

49.8 

330  •  Solvay  Group/chemicals 

7.955 

433 

8,451 

5,693 

67.52 

5.14 

14 

6 

3.1 

32.8 

477       GIB  Group/retailing 

5.203 

43 

1,948 

1,073 

31.62 

1.28 

NA 

7 

3.3 

32.7 

: 

BRAZIL                                  2000  EST  P/E  11            YIELD    3.8%          MARKET  VALUE  $209  BILLION          YEAR  TO  DATE  PRICE  CHANGE  -12% 

Rank    Company/business 

REVENUE 
(SMIL) 

NET 
INCOME 

(SMIL) 

ASSETS 

(SMIL) 

Market 
value 

(SMIL) 

Stock 

PRICE4 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 

MULTIPLE 

YIELD 

(%) 

EMPLOYEES 

(THOU) 

120       Banco  do  Brasil/banking 

17,658 

457 

70,684 

2,602 

4.33 

0.64 

5 

NA 

4.4 

69.4 

133   •  Petrobras-Petrolee  Brasil/energy 

16.057 

953 

29,754 

24.460 

22.203.95 

NA 

NA 

11 

2.1 

40.0 

150   •  Banco  Bradesco  Group/banking 

14,801 

599 

44,899 

6.570 

5.32 

0.59 

7 

8 

8.2 

47.2 

307       Banco  Itau  Group/banking 

8.490 

1.014 

29.017 

8.102 

75.38 

8.60 

12 

5 

3.7 

39.0       ! 

416   •  Unibanco  Group/banking 

5.964 

321 

20,121 

4.643 

24.12 

3.02 

8 

4 

4.5 

26.7 

418  •  Eletrobras/utilities 

5936 

315 

47.456 

8.654 

15.94 

0.59 

8 

8 

4.5 

1.0 

CANADA                                  2000  EST  P/E  21             YIELD   1.3%           MARKET  VALUE   $808  BILLION           YEAR  TO  DATE  PRICE  CHANGE  9% 

Rank    Company/business 

REVENUE 

(Sua) 

NET 

(Smh.) 

ASSETS 

(SMB.) 

MARKET 
VALUE 
($"«■) 

Stock 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

Yield 
(%) 

employees 
(thou) 

98       Nortel  Networks/elec  &  electron 

22.217 

-170 

22.597 

158.558 

54.52 

-0.08 

NM 

61 

0.1 

80.6 

163       George  Westtn/retailing 

14.153 

238 

6.963 

5.543 

42.09 

1.81 

19 

9 

1.0 

119.0 

180       Canadian  Imperial  Bank/banking 

13.445 

687 

163.858 

10.628 

27.64 

1.48 

11 

10 

3.2 

46.0 

185      Royal  Bank  of  Canada/banking 

13.150 

1.152 

185.791 

15.946 

52.47 

3.32 

12 

8 

3.1 

51.9 

All  figures  except  per-share  items  are  in  millions  of  US.  dollars.  Revenue,  net  income  and  1999  EPS  are  convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 
are  used  unless  noted    Market  value  is  as  of  May  31.  2000.  'Sponsored  ADR  or  global  registered  share.  E:  Estimate.  NA:  Not  available.    Figures  are  latest  available.    Not  fully  consolidated. 
'Combined  market  value  for  Fortis(NL)  and  Fortis(B).  Price.  EPS.  P/E  and  yield  are  only  for  Fortis(B).  'Figures  are  per  thousand  shares 
Somces.  Worldscope  database.  IBES  International  and  Exsharc  via  huctSet  Research  Systems;  Morgan  Stanley  Capital  International;  Bloomberg  Financial  Markets;  IBES  Express:  Forbes. 
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Surprisingly,  to  become  one  of  the  largest  e-busi 

companies  in  the  world,  you  don't 
have  to  deal  in  books  or  collectibles. 


For  over  30  years,  you've  known  Fannie  Mae  as  the  private  company  with  a  public  mission  to  expand  the 

dream  of  homeownership.  Despite  our  traditional  look,  we've  also  been  a  leader  in  developing 

innovative  technology  solutions  that  help  our  lender  partners  serve  more  borrowers 

and  qualify  more  families.  So  it's  only  natural  that  we're  putting  this  expertise  to 

work  by  making  our  technology  more  widely  available  on  the  Internet  to  help 

our  mortgage  industry  partners  offer  consumers  the  best  possible  low-cost 

mortgage  experience. 


S  FannieMae 

www.fanniemae.com 


Last  year  alone,  we  conducted  about  $170  billion  in  business  through  our 

proprietary  e-business  network.  Now  we  are  moving  all  of  our  business  services 

to  the  Internet,  enabling  us  to  do  $300  -  $400  billion  of  business  online  each  year. 


Which  explains  why  we're  more  than  just  the  world's  largest  source  of  mortgage 
funds.  We're  rapidly  becoming  one  of  the  world's  largest  e-businesses. 

Fanniemae.com.  It's  how  we  do  business.  Period. 


THE  INTERNATIONAL  500 


CANADA                                  2000  EST  P/E  21             YIELD   1.3%           MARKET  VALUE   $808  BILLION           YEAR -TO -DATE  PRICE  CHANGE  9% 

Rank    Company/business 

Revenue 

(SMIL) 

NET 
INCOME 
($MIL) 

ASSETS 
(SMH) 

MARKET 
VALUE 

(SMIL) 

STOCK 

PRICE 

($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 

MULTIPLE 

YIELD 
(%) 

EMPLOYEES 
(THOU) 

221      Seagram/bev  &  tobacco 

11,447 

686 

35.011 

20.814 

47.69 

1.81 

NM 

35 

1.4 

34.0 

230      Bank  of  Montreal/banking 

11,142 

923 

151.950 

10,869 

40.71 

3.15 

10 

NM 

3.2 

32.8 

I  231      Bank  of  Nova  Scotia/banking 

11,122 

1,036 

144,515 

12,323 

24.89 

1.96 

11 

3 

2.6 

40.9 

1  247      Toronto-Dominion  Bank/banking 

10,473 

1,991 

139,617 

15,279 

24.58 

3.27 

13 

7 

2.6 

30.6 

1 253      Onex/multi-industry 

10,092 

199 

8,487 

2,344 

14.30 

1.13 

23 

10 

0.5 

83.0 

1  254      Sun  Life  Financial/financial  svcs 

10,011 

111 

37,935 

6.648 

15.77 

NA 

13 

9 

0.0 

11.0 

1  256      Power  Corp  of  Canada/financial  svcs 

10,004 

362 

39,811 

3,530 

18.04 

1.60 

12 

5 

2.2 

28.0 

1 264      BCE/telecom 

9,648 

3,705 

25,608 

14,814 

23.01 

5.67 

19 

6 

3.4 

55.0 

1  268      ManuLife  Financial/insurance 

9,545 

588 

38,924 

8,664 

17.97 

NA 

13 

9 

1.5 

12.0 

1  270      Bombardier/aero  &  defense 

9,399 

496 

11,738 

18,127 

26.79 

0.69 

28 

23 

0.7 

56.0 

I  273      Magna  International/industrial  comp 

9,359 

430 

7,105 

3,795 

53.42 

4.75 

10 

5 

2.2 

59.0 

1  324      TransCanada  PipeLines/utilities 

8,889 

19 

17,315 

3,709 

7.82 

-0.10 

10 

8 

6.8 

4.4 

1  339      Canadian  Pacific/multi-industry 

7,715 

396 

14.077 

7.869 

24.14 

1.81 

10 

8 

1.5 

42.0 

1 352       Quebecor/media 

7,354 

326 

10.275 

1.802 

28.16 

5.04 

14 

7 

1.2 

60.0 

1  353      Alcan  Aluminium/metals-nonfer 

7,324 

460 

9,790 

7.213 

32.94 

1.88 

11 

9 

1.8 

38.0 

I  405       Imperial  Oil/energy 

6,157 

395 

6,712 

10.658 

24.70 

0.92 

15 

9 

2.1 

6.6 

1  432      Thomson  Corp/media 

5.752 

560 

12.558 

19.957 

32.12 

0.86 

38 

16 

2.1 

32.5       i 

1  487      Canada  Life  Financial/insurance 

5418 

217 

21.290 

3.133 

19.54 

NA 

13 

5 

1.6 

6.3 

1  497       Hudson's  Bay  Co/retailing 

5,035 

66 

2.918 

904 

12.43 

0.81 

12 

5 

1.9 

50.0 

FINLAND                                  2000  EST  P/E  42             YIELD    0.7%           MARKET  VALUE   $351  BILLION           YEAR -TO -DATE  PRICE  CHANGE   4% 

Rank    Company/business 

($M«T 

NET 
INCOME 
($MH) 

ASSETS 
(SMIL) 

Market 

VALUE 

(SMIL) 

STOCK 

PRICE 
($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 

MULTIPLE 

YIELD 
(%) 

employees 
(thou) 

112  •  Nokia/elec  &  electron 

18.989 

2.605          14.087 

244.945 

52.33 

0.55 

73 

61 

0.4 

51.2 

239      Stora  Enso/forest  products 

10,752 

761 

16.102 

7.237 

9.66 

1.00 

7 

6 

3.9 

40.2 

311  •  UPM-Kymmene/forest  products 

8.352 

1.005 

11.396 

6,620 

25.51 

3.81 

7 

4 

4.6 

32.3 

348       Fortum/utilities 

7.490 

711 

12.132 

2.944 

3.75 

0.91 

10 

6 

4.5 

17.5 

404      Kesko  Group/trading 

6,178 

86 

2.582 

1.061 

10.04 

0.99 

10 

9 

14.0 

11.0 

FRANCE                                  2000  EST  P/E  27             YIELD    1.5%           MARKET  VALUE   $1,466  BILLION        YEAR -TO -DATE  PRICE  CHANGE   2% 

Rank    Company/business 

REVENUE 

($m) 

NET 
INCOME 

(Sim) 

ASSETS 

(SMIL) 

market      Stock        EPS 

VALUE            PRICE           1999 
($ML)            (S)              ($) 

P/E 
20OOE 

ENTERPRISE 

MULTIPLE 

YIELD 
(%) 

employees 
(thou) 

11  •  AXA  Group/insurance 

83.069 

2.043     (  509.815 

54.352 

150.68 

5.45 

27 

12 

1.8 

92.0 

13  •  TotalFina  ElP/energy 

75.859 

3.534          81.012 

114,709 

158.40 

5.04 

23 

14 

2.1 

127.3 

35  •  Vivendi/services 

42079 

1.447 

83.158 

65,022 

107.85 

2.73 

39 

20 

1.3 

275.0 

41  •  Peugeot  Groupe/automobiles 

38.222 

737 

39.854 

9.389 

206.32 

14.66 

9 

7 

1.8 

165.8 

43  •  Renault  Group/automobiles 

38.005 

540 

44.922 

11,118 

47.36 

2.25 

12 

8 

2.3 

159.6 

44  •  BNP  Paribas/banklng 

37.871 

1.500 

700.178 

40.852 

90.73 

5.63 

12 

17 

2.7 

77.5 

45       Carrefour  Group/retailing 

37,775 

763 

33.764 

49,634 

71.13 

1.51 

43 

25 

1.8 

194.0 

All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars    Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year,  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 
d  unless  noted    Market  value  is  as  of  May  31.  2000.  'Sponsored  ADR  or  global  registered  share.  E:  Estimate.  NA:  Not  available.    Figures  are  latest  available.  2Not  fully  consolidated, 
nerger  of  Totalfina  and  Elf  Aquitaine.  Sources.  Worldscope  database.  IBES  International  and  Exshare  via  FactSet  Research  Systems: 
Morg.  fa!  International:  Bloomberg  Financial  Markets:  IBES  Express.  Forbes. 
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awn 


The  point  is  not 
to  be  sharp. 


When  it  comes  to  making  your  mark  in  the  world,  being  sharp 
isn't  enough.  For  there's  a  thin  line  between  better  and  best. 
And  a  trail  of  grinding  persistence  behind  every  winner.  At 
ABN  AMRO  Bank,  our  commitment  to  continually  improving 
our  products  and  services  is  what  gives  us  our  edge.  Keeping 
us  keen  with  a  personal  touch,  and  a  wealth  of  solutions  for 
you  to  draw  on.  Solutions  you  may  never  have  known  existed 


before  you  met  us.  How  do  we  do  it?  By  making  a 
point  of  being  your  bank.  Any  way  you  look  at  it. 

ABN  AMRO  Bank 


f 


www.abnamro.com 


FRANCE                                 2000  EST  P/E  27 

YIELD    1.5% 

MARKET  VALUE   $1,466  BILLION        YEAR -TO -DATE  PRICE  CHANGE   2% 

Rank    Company/business 

Revenue 
($mil) 

NET 
INCOME 
($MIL) 

ASSETS 

($m) 

Market 
value 

($MIL) 

Stock 

price 

($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 
(%) 

EMPLOYEES 
(THOU) 

57      Suez  Lyonnaise/services 

31,807 

1,468 

75,395 

33,498 

168.81 

8.48 

23 

11 

2.5 

341.8 

70  •  France  Telecom/telecom 

27,532 

2,799 

52,009 

150,382 

146.77 

2.69 

59 

17 

1.0 

174.3 

76  •  Societe  Generate  Group/banking 

25,888 

2,347 

408,412 

24,207 

58.00 

5.00 

12 

12 

3.8 

64.6 

82      CNP  Assurances/insurance 

25,418 

440 

118,096 

4,463 

32.66 

3.24 

13 

15 

3.8 

2.6 

90  •  Alcatel/telecom 

23,276 

651 

33,891 

57,468 

55.61 

0.71 

45 

23 

1.1 

115.7 

92      Saint-Gobain/bldg  materials 

23,204 

1,239 

28,044 

12,232 

140.20 

14.61 

13 

6 

3.6 

161.4 

104  •  AventisVpersonal  care 

20,677 

-2,081 

NA 

52,282 

65.37 

0.97 

39 

NA 

1.0 

90.0 

114      Pinault-Printemps-Redoute/retailing 

19,116 

632 

20,422 

25,610 

216.36 

5.36 

35 

24 

1.2 

78.5 

129      Rallye/retailing 

16,554 

54 

12,230 

1,463 

54.11 

2.03 

20 

15 

1.4 

90.0 

135      Bouygues  Group/construction 

16,031 

62 

16,465 

20,217 

62.27 

0.20 

NM 

18 

0.6 

109.6 

138      Credit  Lyonnais  Group/banking 

15,920 

559 

173,552 

14,529 

43.18 

1.71 

21 

9 

1.6 

40.6 

143  •  Alstom/elec  &  electron 

15,650 

337 

18,712 

5,732 

26.82 

1.58 

14 

7 

2.9 

120.7 

169      Michelin  Group/Industrial  comp 

13,914 

156 

14,612 

4,398 

33.29 

1.16 

8 

5 

3.0 

130.4 

173  •  Usinor/metals-steel 

13,773 

-180 

14,492 

2,942 

12.10 

-0.62 

7 

7 

5.6 

51.4 

181  •  Groupe  Danone/food.  household 

13.439 

689 

15,084 

17,477 

117.74 

4.63 

23 

10 

2.1 

76.0 

188      Aerospatiale  Matra/aero  &  defense 

13,038 

31 

17,626 

7,903 

19.58 

0.08 

23 

11 

0.5 

52.9 

236  ■  L'Oreal  Group/personal  care 

10,869 

796 

10,134 

45,998 

69.26 

1.24 

53 

29 

0.7 

42.2 

243      Lafarge/bldg  materials 

10.644 

621 

18.320 

8.215 

77.84 

6.27 

13 

7 

3.7 

70.9 

257      Air  France  Group/airlines 

9,957 

341 

10.9621 

3,566 

16.22 

1.63 

11 

6 

0.0 

55.2 

265      CEA  Industrie  Groupe/energy 

9.622 

505 

22,860 

4,276 

145.36 

17.17 

NA 

5 

4.4 

55.1 

266  •  Pechiney/metals-nonfer 

9.611 

263 

7,229 

3,329 

41.36 

3.20 

8 

5 

2.7 

30.0 

267      Sodexho  Alliance/services 

9,576 

140 

6.375 

5,438 

162.34 

4.19 

38 

12 

1.5 

270.0 

292      Christian  Dior/leisure  goods 

8,851 

266 

26.451 

10,366 

229.77 

6.57 

31 

14 

1.7 

39.2 

308      Schneider  Electric/elec  &  electron 

8,470 

486 

10.289 

10.809 

66.96 

3.23 

18 

9 

2.8 

67.5 

334  •  Valeo/industrial  comp 

7.802 

569 

7.175 

4.217 

50.92 

6.87 

13 

6 

4.1 

51.7 

364      Credit  Commercial/banking 

7,027 

454 

69.611 

10.537 

142.64 

6.23 

22 

18 

2.2 

13.4 

366       Thomson  CSF  aero  &  defense 

6,965 

278 

11.157 

6.469 

39.01 

1.67 

27 

9 

2.2 

48.9 

367  •  Lagardere  SCA/multi-industry 

6,960 

244 

13.609 

9,627 

70.34 

1.93 

35 

13 

1.6 

49.3 

369      Castorama  Dubois/rctailmg 

6,944 

325 

3.579 

9.906 

254.15 

8.38 

26 

16 

1.4 

38.8 

374       Thomson  Murtimedia/elec  &  electron 

6,763 

234 

4.987 

13.003 

52.28 

1.18 

38 

20 

0.0 

55.0 

379  ■  Aire  Liquids  Group/chemicals 

6.610 

569 

10.999 

11.695 

141.14 

6.93 

22 

10 

2.6 

29.0 

410  •  Accor/leisure 

6410 

356 

11.103 

7,549 

40.70 

1.96 

21 

10 

2.1 

125.0 

427       Natexis  Banques  Populaire/banking 

5.803 

174 

94.859 

2.305 

69.40 

5.24 

11 

NA 

4.5 

3.2 

430      Eiffage/construction 

5.785 

65 

4.918 

718 

55.19 

4.76 

9 

6 

5.9 

41.0 

445      Galeries  Lafayette/retailing                     5,612 

83 

3.046 

2.453 

187.56 

6.37 

28 

NA 

0.2 

33.3 

449  •  Rhsdia/chemicals 

5.587 

229 

6.978 

2.917 

16.69 

1.31 

11 

5 

3.4 

26.3 

458      Sanofi-Synrhelabo/personal  care 

5,409 

632 

6,566 

32,057 

43.84 

0.86 

43 

25 

1.0 

29.3 

499      STMicroolectrenics/electronic  comp 

5.023 

547 

7.903 

53.129 

59.93 

0.61 

51 

36 

0.1 

34.0 

All  figuies  except  per-share  items  are  in  millions  < 
fiscal  year-end  rate.  Revenue  figures  are  for  groi 
.'.re  :ised  unless  noted.  Market  value  is  as  of  May 
No  t  ilv  consolidated    GPro  forma  for  the  merge 
M  International:  Bloomberg  Financis 
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to  see  global 


solutions  that  aren't  pulled  off  the  shelf. 


to  see  strategies  I've  never  seen  before. 

to  see  every  inch  of  my  worldwide  real  estate  optimized. 

to  see  a  firm  with  seamless  presence  from  Beijing  to  the  Big  Apple. 

to  see  real  estate  financials  that'll  actually  improve  my  bottom  line. 

to  see  results — starting  today 


Look  no  further. 
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GERMANY                               2000  EST  P/E  31             YIELD   1.9%            MARKET  VALUE   $1,499  BILLION        YEAR  TO -DATE  PRICE  CHANGE  -8 

Rank    Company/business 

REVENUE 
($MIL) 

NET 
INCOME 
($MIL) 

ASSETS 
($MIL) 

MARKET 
VALUE 

(SMIL) 

Stock 

price 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

1  •  DaimlerChrysler/automobiles 

151,632 

5,809 

172,520 

54,665 

54.49 

5.79 

9 

6 

5.8 

463.6 

12  •  Volkswagen  Group/automobiles 

75,980 

830 

67,273 

15,429 

40.80 

1.99 

12 

3 

2.5 

290.4 

15  ■  Siemens  Group/elec  &  electron 

72.074 

1,697 

64.121 

88,580 

148.93 

2.85 

39 

17 

0.9 

440.2 

16      Allianz  Worldwide/insurance 

70,305 

2,258 

376,830 

89.018 

362.94 

9.21 

41 

24 

0.5 

113.6 

25  •  Deutsche  Bank  Group/banking 

52,317 

2.554 

838,324 

47,705 

77.65 

4.30 

20 

NA 

2.0 

78.2 

26  •  E.On'/utilities 

49,501 

2,697 

52,625 

25,934 

51.58 

5.36 

19 

11 

3.3 

131.6 

34      Metro/retailing 

44,278 

280 

22.1061 

10,472 

32.82 

0.66 

31 

6 

2.9 

171.4 

48  •  Deutsche  Telekom/telecom 

35,859 

1,267 

94.546 

190,008 

62.83 

0.44 

63 

18 

1.2 

204.4 

49      Munchener  Ruck/insurance 

35,604 

1,145 

178,766 

52,259 

295.41 

6.51 

49 

35 

0.4 

33.2 

51  •  RWE  Group/utilities 

35460 

1.192 

51,197 

19,932 

36.95 

2.15 

19 

4 

3.6 

153.4 

52      BMW-Bayerische  Motor/automobiles 

34,780 

-2,514 

37.058 

19,562 

30.29 

1.00 

21 

6 

1.8 

115.0 

59  ■  Thyssen  Krupp/metals-steel 

31,283 

280 

33,409 

8,829 

17.16 

0.58 

14 

8 

3.9 

184.8 

61  •  Bayer  HypoVereinsbank/banking 

30.204 

363 

504,072 

27,550 

65.37 

0.87 

24 

31 

1.7 

46.2 

63  •  BASF  Group/chemicals 

29796 

1.250 

29,308 

25,275 

40.70 

2.02 

15 

4 

3.7 

104.6 

81  •  Bayer  Group/chemicals 

25,471 

2,024 

31,014 

28,322 

38.78 

2.77 

17 

6 

3.3 

120.4 

86  •  Commerzbank/banking 

24,385 

921 

372,326 

18.949 

36.90 

1.85 

20 

29 

2.9 

31.6 

99  •  Dresdner  Bank/banking 

21.897 

1.065 

398,264 

21.333 

40.98 

2.01 

23 

38 

2.9 

49.7 

115      Preussag  Group/multi-industry 

18,488 

300 

16,164 

6,162 

35.64 

1.87 

18 

6 

2.9 

57.7 

149  ■  KarstadtCuielle/retaihng 

15,008 

221 

7.964 

3,969 

33.76 

2.63 

18 

10 

2.5 

89.9 

166       Gene/personal  care 

14.076 

184 

4.368 

2.441 

33.48 

2.55 

15 

8 

2.2 

21.0 

174      MAN  Group/machinery  &eng 

13,753 

357 

11,156 

4,875 

34.98 

2.31 

15 

7 

2.5 

67.2 

189      Degussa-Huls/chemicals 

12.872 

273 

10,060 

4.788 

30.67 

1.73 

14 

5 

4.7 

44.6 

191  •  Deutsche  Lufthansa/airlines 

12933 

637 

12.770 

9.412 

24.67 

1.67 

18 

5 

3.1 

66.2 

214      Bankgesellschaft  Berlin/banking 

11,596 

152 

192.866 

3.395 

15.57 

0.70 

11 

5 

5.2 

15.7 

219  •  Henkel  Group/chemicals 

11.486 

368 

9.663 

7.984 

52.52 

2.49 

19 

6 

2.2 

56.6 

283   •  Continental/industrial  comp 

9.232 

237 

7.438 

2.387 

18.66 

1.85 

9 

5 

2.3 

62.6 

335       mgtechnologies/mulii-industry 

7.783 

120 

5.866 

3,030 

14.86 

083 

14 

7 

1.6 

33.9 

361      DePfa  Group/banking 

7.118 

280 

145.403 

3.781 

105.04 

7.76 

13 

15 

1.3 

2.3 

368       Babcock  Borsig/machinery  &  eng 

6.949 

66 

8.257 

413 

39.39 

6.30 

11 

4 

0.0 

43.6 

375       SPAR  Handels/retailing 

6.735 

NA 

2.2651 

870 

21.57 

-2.93E 

NM 

NA 

0.0 

32.6 

385       Heidelberger  Zement/bldg  materials 

6.480 

363 

10.440 

3.269 

58.61 

5.44 

10 

8 

2.4 

38.2 

394      Porsche/automobiles 

6.399 

386 

4.008 

4.605 

2,631.53 

112.86 

20 

4 

0.7 

8.7 

401       Linde/machinery  &  eng 

6.262 

246 

9.819 

4.921 

41.26 

2.06 

18 

10 

3.7 

35.6 

453       Phiiipp  Holzmann/construction 

5.505 

-18' 

5.366' 

235 

17.62 

-93.75E 

7 

12 

0.0 

33.9 

457  •  adidas-Salomon/lelsure  goods 

5.412 

230 

3.461 

2.722 

60.02 

5.08 

15 

8 

2.1 

12.4 

459  •  Merck/personal  care 

5.406 

214 

7.815 

5.549 

32.26 

1.22 

19 

10 

3.5 

32.7 

493  •  SAP/services 

5.166 

608 

4.563 

48.765 

532.68 

5.77 

NM 

49 

0.4 

21.7 

486      BayWa/trading 

5.125 

11 

1,655 

184 

6.86 

NA 

NA 

6 

3.9 

15.3 

490  •  Hannover  Re/Insurance                             5,072 

204 

19.444 

2.036 

68.93 

6.94             13 

7 

4.0 

1.5 

All  figures  except  per-share  items  are  in  millions  of  US  dollars    Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties    For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 
arc  used  unless  noted.  Market  value  is  as  of  May  31.  2000.  'Sponsored  ADR  or  global  registered  share    BNonsponsored  ADR.  E:  Estimate.  NA:  Not  available    NM:  Not  meaningful    Figures 
i,  I  latest  available.  ;'Not  fully  consolidated.  'Formerly  Veba  Sources:  Worldscope  database,  (8ES  (nfernariona/  and  Exshare  via  FactSet  Research  Systems;  Morgan  Stanley  Capital  Interna- 
Hjomberg  Financial  Markets,  IBES  Express:  Forbes 
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Just  a  reminder  that  upgrading 

to  Microsoft  Windows  2000  Professional 

is  just  plain  smart. 


"When  all  the  numbers 

are  in,  we  expect 

Microsoft8  Windows8  2000 

Professional  to  help 

increase  sales -force 

productivity  by  about  5%, 

while  reducing  IT  costs 

by  over  12%." 

—  Steve  Adamo,  General  Manager,  Panasonic 
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Microsoft 

Where  do  you  want  to  go  today?9  ;  1 

microsoft.com/windows2000 


C  2000  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Where  do  you  want  to  go  today?,  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States 
and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners 


ADVERTISEMENT 


Hunton  &  Williams 

"Central  Virginia  is  in  the  sweet  spot  of  the  new 
economy,"  says  Thurston  Moore,  managing  part- 
ner for  Richmond-based  law  firm  Hunton  & 
Williams.  "There's  no  question  that  the  high  con- 
centration of  information  technology  businesses 
in  the  corridor  between  Richmond  and  Washing- 
ton, D.C.,  is  good  for  our  firm." 

The  global  firm  has  grown  1 0%  every  year  since 
the  mid-1990s.  "We  are  benefiting  from  the 
emerging  growth  companies  here,"  Moore  says, 
"and  we  continue  to  add  jobs  and  expertise  to  pro- 
vide the  diverse  array  of  legal  services  they  need." 

Founded  in  1901,  Hunton  &  Williams  has 
nearly  700  attorneys  worldwide  and  a  support 
staff  of  1,000.  The  firm  posted  gross  revenues 
of  $278  million  in  1999  and  was  ranked  No.  39 
on  the  most  recent  "Global  50"  list  published 
by  the  American  Lawyer. 


VIRGINIA 

ECONOMIC  DEVELOPMENT  PARTNERSHIP 

901  East  Byrd  Street 
P.O.  Box  798 
Richmond,  Virginia  23219 
Telephone:  (804)  371-8100 
www.YesVirginia.org 

Greater  Richmond  Partnership 

901  East  Byrd  Street 

Suite  801 

Richmond,  Virginia  23219 

Telephone:  (800)  229-6332 

www.grpva.com 

Appomattox  Basin  Industrial 
Development  Corporation 

Monument  Professional  Building 
1964  Wakefield  Street 
P.O.  Box  1808 
Petersburg,  Virginia  23805 
www.abidco.com 

Virginia's  River  Country 

P.O.  Box  645 

Irvmgton,  Virginia  22480 

Telephone:  (804)  438-6695 

Fax:  (804)  438-6596 

www.virginiarivercountry.com 


Hunton  &  Williams  has  a  broad  client  base 
that  includes  international  corporations,  financial 
institutions,  tax-exempt  organizations  and  entre- 
preneurial enterprises  h  has  expanded  its  infor- 
mation technology  practice  into  the  areas  of  Inter- 
net and  electronic  commerce,  licensing, 
outsourcing,  system  development  and  integration, 
data  center  management,  intellectual  property  and 
venture  capital.  Altogether  the  firm's  attorneys 
have  expertise  in  more  than  50  practice  areas, 
including  environmental  law,  biotechnology  and 
global  project  finance. 

The  core  of  Hunton  &  Williams'  litigation 
practice  is  in  Richmond,  which  works  to  the  firm's 
advantage,  Moore  says.  The  greater  Richmond 
metropolitan  area  has  a  growing  number  of  cor- 
porate headquarters,  trade,  finance,  manufactur- 
ing and  biotechnology  research  firms.  "Because  of 
our  location  in  the  state's  capital  and  our  proxim- 
ity to  Washington,  D.C.,  we  are  able  to  serve 
clients  who  need  representation  on  state  and 
national  cases.  And  since  30%  of  our  lawyers  are 
based  in  Virginia,  where  the  cost  of  doing  business 
is  noticeably  lower  than  other  major  metropolitan 
areas,  we  can  bring  extraordinary  value  to  the  table 
at  a  fair  and  competitive  price."  The  firm's  region- 
al presence  extends  to  McLean  and  Norfolk,  as 
well  as  Washington,  D.C.  Its  other  stateside  offices 
are  located  in  Atlanta;  New  York  City;  Miami; 
Charlotte  and  Raleigh,  North  Carolina;  and 
Knoxville,  Tennessee. 


Competitiv 


Hunton  &Williams  played  a  critical  role  in  the 
development  of  the  Virginia  Biotechnology 
Research  Park,  organizing  the  park  corporation 
and  drafting  the  legislation  that  created  the  special 
public  authority  that  provides  access  to  tax-exempt 
financing.  The  firm  was  similarly  instrumental  in 
the  construction  of  the  new  Engineering  School 
at  Virginia  Commonwealth  University,  creating  a 
financing  structure  that  took  full  advantage  of  tax- 
exempt  bonds,  private  fundraising  and  state  funds 
earmarked  for  the  special  "clean  room"  critical  to 
the  university's  partnership  with  Motorola. 

Hunton  &  Williams  is  also  well-positioned  for 
growth  in  global  markets,  with  offices  in  Hong 
Kong,  London,  Bangkok,  Brussels  and  Warsaw: 
At  any  given  time,  20%  of  the  firm's  attorneys  are 
engaged  in  work  outside  of  the  U.S.  Nearly  10% 
live  abroad,  serving  clients  in  80  countries.  "We're 
also  realizing  an  increasing  share  of  the  inboun 
work  that  comes  into  the  U.S.  from  international 
clients,"  says  Moore. 

Hunton  &  Williams  has  a  strong  commit 
ment  to  preserving  the  state's  diverse  ecosystems; 
Moore  says.  He  does  his  part  by  serving  as 
trustee  for  The  Nature  Conservancy.  "There  i 
vibrant,  important  and  exciting  developmen 
taking  place  here.  Understanding  how  to  main 
tain  healthy  growth  in  harmony  with  the  envi 
ronment  is  critically  important.  Our  natur 
assets  give  us  a  powerful  economic  advantage 
By  continuing  to  conserve  those  assets,  we  c 
continue  to  attract  and  retain  talented  people 
and  we  can  assure  an  outstanding  quality  of  li: 
for  future  generations."  In  this  way,  too,  Cent 
Virginia  is  in  a  sweet  spot  indeed. 


Hunton  &  Williams 

Thurston  R.  Moore 
Managing  Partner 
Riverfront  Plaza,  East  Tower 
951  East  Byrd  Street 
Richmond,  Virginia  23219 
Telephone:  (804)  788-8295 
Fax:  (804)  788-8218 
www.hunton.com 
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ompanies  in  Central  Virginia 


Hamilton  Beach/ProctorSttex,  Inc. 


Hamilton  Beach/Proctor-Silex,  Inc.  is  a 
global  leader  in  the  small  electric  household 
appliance  business.  Its  innovative  products, 
like  cool-touch  toaster  ovens,  dishwasher- 
safe  indoor  grills  and  combination  blender- 
i  food  processors  can  be  found  at  retail  giants 
i  such  as  Wal*Mart,  Kmart,  Target,  Costco, 
Sears  and  Macy's. 

A  subsidiary  of  Cleveland-based  NACCO 
Industries,  Inc.,  Hamilton  Beach/Proctor-Silex 
improved  its  net  income  by  39%  last  year  to 
$21.2  million,  and  revenues  grew  11%.  It 
ranks  number  one  in  North  America  in  the 
;ale  of  small  kitchen  electrics  and  continues  to 
■  *ain  market  share. 

A  two-brand  strategy  has  helped  the  com- 
pany reach  a  broad  spectrum  of  consumers. 
Hamilton  Beach  is  the  company's  middle-  to 
jipper-price-point  brand,  while  Proctor-Silex 
I  s  marketed  in  the  middle-  to  lower-price 
|  ange.  "This  allows  us  to  cover  all  price  points 
In  the  mass  market,"  says  Richard  E.  Posey, 


president  and  CEO.  In  addition,  development 
teams  are  now  working  on  a  line  of  GE-brand 
small  kitchen  electrics  that  will  be  sold  in 
Wal*Mart  stores. 

The  company's  high-voltage  growth,  driven 
by  new  product  innovation,  has  executives  at 
corporate  headquarters  in  Richmond  looking 
for  additional  office  space  in  the  area.  Since  the 
end  of  1995,  Hamilton  Beach/Proctor-Silex 
has  increased  its  Richmond  staff  by  nearly 
40%.  "This  area's  superior  quality  of  life  helps 
us  compete  for  the  employees  we  need,"  Posey 
says.  "These  are  mostly  professionals,  including 
engineers,  marketing,  IT  and  financial  people. 
They're  attracted  to  the  location  because  of  its 
beauty,  culture,  diversity,  great  climate  and 
moderate  cost  of  living.  Richmond  has  many 
benefits  of  a  larger  city  and  fewer  of  the  prob- 
lems like  traffic  and  pollution,  and  that  has 
been  helpful  to  us  in  a  tight  labor  market. 

"Strong  service  and  customer  relationships 
fuel  our  growth  and  give  us  competitive 
advantage,"  Posey  says.  "For 
example,  several  of  our  retail 
customers  have  appointed 
us  as  their  category  man- 
agers. They  provide  us  with 
point-of-sale  data  for  an 
entire  category  of  products, 
and  we  take  responsibility 
for  improving  their  business 
in  terms  of  revenue  and 
profit.  To  do  this,  we  invest- 
ed in  software  and  data,  and 
hired  people  who  have  the 
analytical  capabilities  to 
digest  and  dissect  the  data. 
None  of  our  competitors 
has  this  combination  of 
people  and  software." 

While  most  of  the  compa- 
ny's employees  are  located  in 
manufacturing   facilities    in 


"In  addition  to  its  rich  his- 
tory and  manufacturing 
tradition,  Central  Virginia 
has  emerged  as  a  vibrant 
center  for  biotechnology 
and  microelectronics.  I 
invite  you  to  be  part  of  the 
Commonwealth's  dynamic 
business  climate." 

-  James  S.  Gilmore  III 
Governor  of  Virginia 


North  Carolina 
and  Mexico,  its 
highest  man- 
agement con- 
centration can 
be  found  in 
Richmond. 
"Our  location 
gives  us  access 
to  a  highly  educated  and  highly  skilled  work- 
force," Posey  says.  "Virginia  Commonwealth 
University,  for  example,  has  a  historically 
strong  connection  with  the  business  communi- 
ty. VCU,  the  University  of  Virginia,  the 
University  of  Richmond,  William  and  Mary, 
and  Virginia  Union  University  are  all  sources  of 
fresh  talent  for  us."  Qualified  talent  is  helping 
the  company  maintain  production  efficiency 
while  it  responds  to  consumer  demand  for  new 
product  designs  and  timesaving  features. 

Hamilton  Beach/Proctor-Silex  has  found 
Central  Virginia  to  be  a  good  place  for  run- 
ning a  global  business.  The  area's  access  to 
advanced  telecommunications  and  informa- 
tion technology  is  the  key.  "We  use  virtual 
private  networking  to  communicate  with  our 
suppliers  and  manufacturing  operations," 
Posey  says.  "The  technology  helps  us  provide 
more  accurate  and  timely  product  delivery  all 
over  the  world." 

This  small-appliance  innovator  is  poised 
to  capture  an  even  larger  share  of  the  market 
and  the  countertop,  and  Central  Virginia  is 
supplying  the  perfect  blend  of  ingredients  for 
its  continued  success. 


Hamilton  Beach/Proctor-Silex,  Inc. 

Richard  E.  Posey 
President  &  CEO 
Corporate  Headquarters 
4421  Waterfront  Drive 
Glen  Allen,  Virginia  23060 
Telephone:  (804)  273-9777 
www.hamiltonbeach.com 


ITALY                                      2000  EST  P/E  28             YIELD    2.1%           MARKET  VALUE   $766  BILLION           YEAR  -TO  -DATE  PRICE  CHANGE   -3% 

Rank    Company/business 

REVENUE 

(SMIL) 

NET 
INCOME 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 

VALUE 
(SMIL) 

Stock 

PRICE 
<$) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

EMPLOYEES 
(THOU) 

28  •  Fiat  Group/automobiles 

48.933 

357 

80,213 

12,160 

25.54 

0.63 

20 

11 

2.3 

223.1 

1    29      Generali  Group/insurance 

48,386 

827 

176,319 

37,955 

30.29 

0.81 

32 

28 

0.7 

56.6 

56  •  ENI/energy 

32.311 

2,888 

46,410 

43,376 

5.42 

0.36 

12 

6 

3.1 

72.0 

1    66  ■  Olivetti  Group/telecom 

28,517 

4,993 

70.322E 

16,732 

3.41 

1.24 

NA 

NA 

0.9 

129.0 

1 103  •  ENEL/utilities 

20,801 

2,371 

46,221 

54,359 

4.48 

NA 

NA 

8 

2.5 

81.0 

1 194  •  Compart/multi-industry 

12,689 

-16 

18,358 

2,157 

1.29 

-0.01 

64 

8 

0.7 

33.5 

1 195  •  UniCredito  Italiano/banking 

12,660 

1,300 

169.705 

22,261 

4.45 

0.27 

16 

12 

2.7 

49.4 

1  212       Gruppo  Intesa/banking 

11,601 

860 

305,348 

20,428 

3.97 

0.16 

16 

NA 

1.9 

73.5 

285      Sanpaolo  IMI/banking 

9.230 

1,062 

139,949 

20,219 

14.72 

0.76 

18 

NA 

3.3 

24.1 

378       IFIL/multi-industry 

6.611 

2971 

10.4851 

2,849 

7.56 

0.61 

13 

9 

2.1 

21.2 

381  ■  Pirelli  Group/industrial  comp 

6,554 

296 

7,520 

5,097 

2.58 

0.15 

21 

10 

3.0 

40.2 

390  •  Parmalat  Finanziaria/food.  household 

6,427 

176 

9.459 

1.913 

1.25 

0.12 

11 

9 

0.8 

41.7 

1  412      Banca  Naz  del  Lavoro/banking 

6.049 

406 

85,121 

6,907 

3.26 

0.19 

16 

21 

0.0 

22.8 

1  413      Finmeccanica/aero  &  defense 

6.047 

67 

28.2591 

11,573 

1.38 

0.02 

34 

NA 

0.0 

43.6 

1  441      Banca  di  Roma/banking 

5.659 

475 

134,581 

5.815 

1.09 

0.09 

12 

NA 

1.1 

30.2 

JAPAN                                  2000  EST  P/E  38            YIELD    0.6%          MARKET  VALUE  $4,169  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -12%  1 
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REVENUE 

($M.l) 

NET 
INCOME 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 

VALUE 

(Smb.) 

Stock 

price 

($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 

MULTIPLE 

YIELD 

(%) 

EMPLOYEES 
(THOU) 

2  •  Mitsui  ft  Co/trading 

123.706 

334 

60,425 

11,121 

7.02 

0.21 

25 

32 

1.1 

10.6 

3  •  Mitsubishi/trading 

122,883 

244 

76.499 

12.997 

8.29 

0.16 

17 

45 

0.9 

36.0 

4  •  Toyota  Meter/automobiles 

120.697 

3,812 

149.309 

170,080 

45.36 

1.03 

44 

14 

0.5 

214.6 

5  ■  Itochu/tradmg 

113.808 

-827 

57,318 

5.752 

4.04 

-0.58 

18 

49 

0.0 

7.5 

7      Sumitomo/trading 

99.860 

329 

46,336 

9,874 

9.28 

0.30 

NA 

24 

0.8 

33.1 

8  •  Nippon  Tel  ft  Tel/telecom 

97,658 

-635 

173,941 

188,022 

11.873.84 

-40.03 

53 

7 

0.4 

223.9 

9  ■  Marubeni/trading 

95.796 

19 

45,551' 

3,964 

2.65 

0.01 

18 

41 

0.0 

7.7 

1    14  •  Hitachi  dec  &  electron 

74.981 

159 

92.935 

41.306 

12.38 

0.05 

54 

11 

0.4 

337.9 

17  •  Matsushita  Electric  Ml/appliances 

68.404 

934 

72,621 

49.086 

23.61 

0.45 

48 

11 

0.5 

290.4 

|    18      Nissbolwal/tradlng 

68.235 

96 

37.704 

819 

0.94 

0.10 

9 

35 

0.0 

18.4 

20  •  Sony/appliances 

62662 

1,142 

64,310 

81,945 

90.45 

1.36 

72 

17 

0.3 

189.7 

22  •  Honda  Meter/automobiles 

57.153 

2.459 

46,277 

32,089 

32.93 

2.52 

14 

8 

0.6 

112.2 

23   •  Nissan  Motor/automobiles 

56412 

-6.413 

58,081 

20,846 

5.24 

-1.69 

75 

10 

0.0 

131.3 

24       Toshiba/elec  &  electron 

53.878 

-262 

53,870 

31,055 

9.65 

-0.08 

37 

11 

0.3 

190.9 

27  ■  Fujitsu/data  processing 

48.247 

400 

48,509 

55,537 

28.29 

0.21 

63 

14 

0.3 

188.0 

30       Tokyo  Electric  Power/utilities 

47.715 

819 

137,547 

33.759 

24.95 

0.61 

22 

NA 

2.2 

42.2 

33  •  NEC/elec  &  electron 

46.776 

98 

43,542 

41.249 

25.33 

0.06 

62 

16 

0.2 

157.8 

50  ■  Mitsubishi  Electric  dec  &  electron 

35.369 

233 

36.901 

21.073 

9.81 

0.11 

49 

11 

0.5 

116.6 

54  •  Bank  of  Tokyo-Mitsubishi/banking 

34,041 

1.199 

651.336 

58.552 

12.52 

0.24 

36 

NA 

0.6 

18.2* 

60      Mitsubishi  Motors/automobiles 

31.253 

-219 

25,514 

3.150 

3.25 

-0.23 

NM 

10 

0.0 

65.5 

All  figures  except  per-share  items  are  in  millions 
fiscal  year-end  rate.  Revenue  figures  are  for  groi 
arc  used  unless  noted    Market  value  is  as  of  May 
ire  latest  available.  2Not  fully  consolidated.  Sour 
/  Markets;  IBES  Express;  Forbes. 

300      I     O    R    B    E    S   ■    July  24, 200( 

>f  U.S.  dollars 
ip  oroonooHck 
31.2000.  »S 
ces:  Worldsco 

) 

Revenue,  ne 
ted  operatior 
ponsorcd  AD 
pe  database. 

t  income  and 
s  and  exclude 
1  or  global  rc{ 
BES  Intemati 

999  EPS  are 
excise  taxes 
istcred  share 
onal  and  Exs 

converted  at  < 

and  duties.  Fi 

■Nonsponso 

'tare  via  FactS 

in  average  ra 
>r  companies 
red  ADR.  E:  E 
et  Research  i 

e  of  exchang 
with  January 
stimate.  NA: 
Vsfems,  Mori 

5  for  the  fiscal  y 
through  April  fi 
Mot  available.  N 
'an  Stanley  Cap 

ear;  assets  ai 
seal  year-enc 
M:  Not  mean 
fa/  Intematio 

e  converted  at 
s,  1999  figures 
ngful.  'Figures 
nal;  Bloomberg 

Before  you  make  complex  financial  decisions, 
you'll  have  a  few  questions.  So  will  we. 


u)heredo^ou^e^ou<^  ">  !*  rr' ' 


Bank  of  America  Private  Bank 

Our  questions  have  one  purpose:  to  help  us  get  to 
know  you.  Not  just  on  a  financial  basis,  but  on  a  per- 
sonal one.  That's  the  only  way  to  truly  understand 
your  needs,  your  goals.  And  we  want  to  do  that  so  we 
can  come  up  with  ideas  that  are  exactly  right  for 


you.  Ideas  on  generating  and  maintaining  wealth 
that  you  might  not  get  from  other  banks  or  brokerage 
firms.  All  of  which  means  that  no  matter  where  you 
want  to  end  up,  a  conversation  with  Bank  of  America 
Private  Bank  is  the  place  to  start.  No  question  about  it. 


Call  1.800.863.9500  or  Visit  www.bankofamerica.com/privatebank 


Bankof  America. 


USA 
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2000  EST  P/E  30 


YIELD    0.6% 
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MARKET  VALUE   $4,169  BILLION 


IHIIiKHKllllKMVfllllJ 

YEAR  -TO  -DATE  PRICE  CHANGE  - 12% 


■Rank    Company/business 

REVENUE 
(SMIL) 

NET 
INCOME 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
(SMIL) 

STOCK 

PRICE 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

Employees 
(thou) 

1    65  •  ito-Yokado/retailing 

29,493 

436 

19,090 

24,642 

59.28 

1.07 

45 

10 

0.5 

40.6 

1    67   k  Fuji  Bank/banking 

28,278 

495 

529,519 

26,612 

7.73 

0.12 

31 

31 

0.8 

14.0 

1    68  ■  Sumitomo  Bank/banking 

28,241 

580 

486,558 

41,143 

13.10 

0.17 

31 

NA 

0.4 

15.02 

1    69  ■  Indl  Bank  of  Japan/banking 

28,110 

663 

387,710 

20,568 

7.79 

0.22 

27 

63 

0.8 

7.4 

72      Mitsubishi  Heavy/machinery  &eng 

26,943 

-1,284 

43,805 

11,702 

3.47 

-0.38 

NM 

28 

0.7 

40.12 

.1    73      Tomen/trading 

26,866 

-886 

15,498 

367 

0.55 

-1.32 

8 

32 

0.0 

9.8 

74      Nichimen/trading 

26,819 

28 

15,752 

375 

0.89 

0.07 

9 

37 

0.0 

20.4 

75  •  Daiei/retailing 

26,046 

-201 

16,651 

2,172 

3.04 

-0.28 

11 

17 

0.0 

14.52 

78  •  Canon/data  processing 

25,538 

684 

25,318 

40,101 

46.01 

0.79 

44 

13 

0.3 

81.0 

1    80      Nippon  Mitsubishi  Oil/energy 

25.490E 

-46 

35,530 

6,011 

4.09 

-0.03 

37 

NA 

1.6 

16.0 

1    84      Nippon  Steel/metals-steel 

25,121 

105 

39,133 

14,902 

2.19 

0.02 

55 

11 

0.6 

20.92 

1    88      Kansai  Electric  Power/utilities 

24,256 

490 

70,864 

16,849 

17.22 

0.50 

23 

NA 

2.7 

26.62 

1    89      East  Japan  Railway/trucking ,  RR 

23,455 

628 

69,045 

22,783 

5,695.73 

156.88 

36 

10 

0.8 

82.7 

1    93  ■  Jusco/retailing 

23.074 

139 

15,489 

5,596 

17.13 

0.43 

27 

NA 

1.2 

15.12 

102  ■  Sanwa  Bank/banking 

20,869 

1.120 

423,565 

24,188 

8.33 

0.37 

27 

26 

0.8 

13.0 

106      Japan  Tobacco/bev&  tobacco 

20,323 

476 

28,306 

15,306 

7,653.06 

237.99 

32 

NA 

0.8 

41.7 

107      Chubu  Electric  Power/utilities 

20.313 

723 

59,678 

12,905 

17.51 

0.98 

18 

NA 

3.2 

20.12 

108  ■  Bridgestone/industnal  comp 

20,313 

864 

17.542 

19,653 

22.82 

1.01 

22 

6 

0.6 

101.5 

109      Mazda  Motor/automobiles 

20.257 

245 

13,298 

3,334 

2.73 

0.20 

16 

NA 

0.7 

23.5 

110  ■  Sakura  Bank/banking 

20.125 

586 

438,274 

30.440 

7.39 

0.12 

39 

NA 

0.8 

14.92 

117      Japan  Energy/energy 

18,195 

-396 

18,194 

1.015 

0.93 

-0.37 

23 

NA 

0.0 

13.3 

118  ■  Sanyo  Electric/appliances 

18.184 

203 

25,565 

13,825 

7.38 

0.11 

NM 

14 

0.6 

77.1 

121  ■  Denso/industrial  comp 

17,650 

580 

20.352 

20,737 

22.68 

0.64 

34 

8 

0.6 

80.8 

122  ■  Dai-lchi  Kangyo  Bank/banking 

17,452 

664 

466,628 

23,461 

7.51 

0.18 

23 

NA 

0.9 

16.22 

123  •  Tokio  Marine  &  Fire  Ins/insurance 

17.420 

323 

56,347 

16.891 

10.90 

0.21 

42 

NA 

0.7 

13.82 

1 126  ■  Sharp/appliances 

17.381 

264 

18.165 

20,274 

18.00 

0.23 

60 

10 

0.6 

49.7 

1 128      Mycal/retailing 

16,978 

-54 

16.541 

960 

3.02 

-0.17 

25 

26 

6.7 

21.9 

1 132  ■  Kajima/construction 

16,192 

85 

22.108 

2.390 

2.49 

0.09 

18 

12 

2.6 

13.22 

1 137       Toyota  Tsusho/irading 

15,981 

-69 

7.058 

956 

3.35 

-0.27 

12 

20 

2.1 

6.4 

Il40  ■  NKK/metals-steel 

15,794 

-430 

25.113 

2.181 

0.64 

-0.13 

32 

9 

0.0 

39.6 

1 141  ■  Taisei/construction 

15.756 

-495 

21.590 

1,325 

1.37 

-0.51 

15 

16 

3.4 

21.1 

1 144  ■  Mitsubishi  Chemical/chemicals 

15.649 

-226 

18.769 

8,505 

3.91 

-0.11 

56 

10 

0.5 

10.42 

1 145      Nippon  Express/trucking.  RR 

15.348 

225 

11.151 

5,979 

5.57 

0.21 

43 

8 

1.3 

43.22 

1 147  ■  Tokai  Bank/banking 

15.220 

390 

275.828 

10,966 

4.87 

0.14 

22 

23 

1.3 

10.82 

1 149  ■  Japan  Air  Lines/airlines 

14.900 

185 

17,883 

5.363 

3.02 

0.10 

50 

12 

0.9 

19.52 

1 151      Cosmo  Oil/energy 

14.850 

45 

12.233 

879 

1.39 

0.07 

28 

NA 

4.0 

2.22 

1 153      Tohoku  Electric  Power/utilities 

14.782 

206 

40.926 

6.298 

12.52 

0.41 

13 

NA 

3.7 

14.72 

1 156      Shimizu/construction 

14,663 

92 

20.776 

1.865 

2.37 

0.12 

16 

14 

2.0 

14.9 

All  figures  except  per-share  items  are  in  millions  of  US  dollars    Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate    Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends,  1999  figures 
are  used  unless  noted.  Market  value  is  as  of  May  31,  2000    "Sponsored  ADR  or  global  registered  share.  "Nonsponsored  ADR.  E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful.  'Figures 
are  latest  available.  'Not  fully  consolidated.  Sources.  Worldscope  database.  IBES  International  and  Exshare  via  FactSet  Research  Systems:  Morgan  Stanley  Capital  International:  Bloomberg 
financial  Markets:  IBES  Express:  Forbes 
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Multi-Function  Centers  that 
work  the  way  you  do 

We  know  how  you  feel.  These  days  no  matter  how  much  you  do,  it's  never  enough. 
That's  why  our  Multi-Function  Centers  are  designed  for  maximum  performance  and 
versatility— so  that  they  can  keep  pace  with  your  hectic  work  schedule. 

Just  like  you,  our  Multi-Function  Centers  are  multi-talented;  their  skills  include  plain 

paper  faxing,  laser  or  color  printing,  copying,  scanning,  PC  faxing,  and  video  capture,  some 

even  have  flatbed  copying  or  scanning  for  books  and  magazines!  And  there  are  over  a 

dozen  Multi-Function  Centers  to  choose  from,  so  you  know  you'll  find  the  model  that 

;    works  for  you...  no  matter  how  you  work. 


MFC -4350 

3  INI  LASER 

MULT1  FUNCTION  CENTER 


Plain  Paptr  Fax,  Laser  Printer,  Copier 
About  5349. 


*»  A 


MFC-71S0 

6-IN-1  COLOR 

MULTI-FUNCTION  CENTER 


Color  Printer,  Color  Copier,  Color  Scanner, 

Plain  Paper  Fax,  Color  PC  Fax,  Video  Capture 

About  5349. 


MFC-8300 

3-IN-1 

12PPM  LASER 

MULTIFUNCTION 

CENTER 


MFC-8600 

6-IN-1 

12PPM  LASER 

MULTIFUNCTION 

CENTER 


Plain  Paper  Fax.  Laser  Printer,  Copier 

About  5399. 

Fax,  Printer,  Copier,  Scanner,  PC  Fax,  Video  Capture 

About  5499. 


MFC-9100C 

MnVI 

COLOR  FLATBED 

MULTI-FUNCTION  CENTER 


Color  Printer,  Color  Scanner,  Color  Copier, 

Plain  Paper  Fax,  Color  PC  Fax,  Video  Capture 

About  5599. 


MFC-9600 

o-IN-1 

LASER  FLATBED 

MULTI-FUNCTION  CENTER 


Plain  Paper  Fax.  Digital  Copier,  Laser  Printer, 

Color  Scanner,  PC  Fax,  Video  Capture 

About  So99. 


At  your  side. 


©2000  Brother  International  Corporation,  100  Somerset  Corporate  Blvd.,  Bridgewater,  NJ  08807 

For  more  information  please  call  the  Brother  Fax-Back  System  at  800-521-2846  or  visit  our  web  site  at  www.brother.com 
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2000  EST  P/E  38 

YIELD    0.6% 

MARKET  VALUE   $4,169  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -12% 

Rank    Company/business 

REVENUE 

(SMIL) 

NET 
INCOME 
(SMIL) 

ASSETS 

(SMIL) 

Market 

VALUE 
(SMIL) 

Stock 

price 

<$> 

EPS 
1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

160      DDI/telecom 

14,300 

-98 

18,807 

23,204 

10,204.08 

-43.13 

NM 

13 

0.2 

3.02 

161      Suzuki  Motor/automobiles 

14,255 

252 

11.027 

6,012 

12.29 

0.52 

19 

5 

0.6 

30.6 

166  ■  Isuzu  Motors/machinery  &  eng 

14,119 

-976 

17,231 

2,449 

1.94 

-0.77 

NM 

27 

0.0 

13.22 

178  •  Ricoh/data  processing 

13,562 

393 

14,580 

14,435 

20.87 

0.57 

34 

13 

0.5 

67.3 

182      Kyushu  Electric  Power/utilities 

13,387 

215 

39,128 

6,242 

13.16 

0.45 

17 

NA 

3.5 

14.62 

183  •  Sumitomo  Metal  Inds/metals-stee! 

13,346 

-1,360 

26,130 

2,493 

0.69 

-0.37 

NM 

14 

0.0 

15.02 

1 184      Kanematsu/trading 

13,194 

-117 

8,133 

204 

0.74 

-0.45 

25 

27 

0.0 

1.02 

186  ■  Fuji  Photo  Film/leisure  goods 

13,136 

796 

20,118 

17,949 

34.88 

1.55 

21 

6 

0.6 

37.2       ' 

192      Yasuda  Fire  &  Marine  Ins/insurance 

12,814 

131 

33,869 

4,573 

5.15 

0.15 

26 

NA 

1.3 

11.3 

196  ■  Sekisui  House/construction 

12,650 

-902 

13,604 

6.949 

9.72 

-1.26 

18 

9 

1.7 

14.82 

199  ■  Fuji  Heavy  Inds/automobiles 

12,465 

294 

9,545 

5.540 

7.42 

0.48 

16 

6 

1.0 

15.42 

1  201  ■  Sumitomo  Electric/industrial  comp 

12,263 

221 

13,907 

10,915 

14.56 

0.30 

38 

11 

0.6 

67.0 

I  203      Snow  Brand  Milk/food,  household 

12,068 

-267 

5.441 

1,624 

5.01 

-0.83 

29 

NA 

1.3 

14.0 

1  204  ■  Dai  Nippon  Printing/services 

12,058 

366 

13,626 

12,942 

17.04 

0.48 

28 

7 

1.0 

34.3 

1 205       Kawasho/trading 

11,987 

-22 

8,171 

130 

0.99 

-0.17 

9 

19 

0.0 

2.0* 

1  208  •  Kawasaki  Steel/metals-steel 

11,783 

116 

21.691 

4,917 

1.51 

0.04 

25 

11 

0.9 

10.52 

1  209  ■  Asahi  Glass/misc  materials 

11,780 

123 

17,025 

10.891 

9.27 

0.11 

55 

46 

0.9 

45.7 

1  210  •  Kobe  Steel/metals-steel 

11,738 

-497 

20.074 

1,999 

0.71 

-0.18 

71 

7 

0.0 

28.9 

1  215  ■  Toppan  Printing/services 

11,593 

286 

12.221 

7,409 

10.59 

0.41 

26 

NA 

1.4 

33.5 

1  220      Central  Japan  Railway/trucking,  RR 

11,448 

353 

57,266 

12.468 

5.565.86 

157.63 

42 

11 

0.8 

23.62 

1  224  •  All  Nippon  Airways/airlines 

11,336 

-142 

14,136 

3.493 

2.42 

-0.10 

NM 

15 

0.0 

30.3 

1  225  ■  Oji  Paper/forest  products 

11,297 

53 

16,153 

6.653 

6.44 

0.05 

40 

13 

1.2 

13.22 

1  226      Mitsui  Fudosan/real  estate 

11.197 

-547 

27,946 

8,374 

10.31 

-0.67 

47 

19 

0.5 

13.5 

1  227  ■  Asahi  Chemical  Ind/chemicals 

11194 

192 

11,030 

8.966 

6.22 

0.13 

28 

8 

0.9 

29.3 

1  229      West  Japan  Railway/trucking,  RR 

11461 

235 

24,196 

8,442 

4.220.78 

117.57 

38 

10 

1.1 

48.0       : 

1 234       Takashimaya/retailing 

10,923 

59 

7.901 

2.844 

9.00 

0.19 

47 

NA 

0.8 

10.62 

1  235  ■  Asahi  Bank/banking 

10,873 

294 

254,674 

12,522 

4.44 

0.09 

40 

NA 

1.3 

22.5 

1  237  •  Kawasaki  Heavy  Inds/machinery  &  eng 

10.774 

-175 

11,233 

1,819 

1.31 

-0.13 

NM 

17 

0.0 

26.5 

240       Kinki  Nippon  Railway/trucking.  RR 

10.701 

-43 

17,816 

6,483 

3.99 

-0.03 

NM 

21 

1.2 

11.62 

242  ■  Nomura  Securities/financial  svcs 

10.666 

1.365 

134.470 

44.906 

22.91 

0.69 

23 

NA 

0.6 

15.0 

244       Obayashi/construction 

10.608 

54 

19.439 

2,834 

3.80 

0.07 

38 

18 

2.0 

11.52 

245       UNY/retailing 

10,564 

75 

7,127 

2,332 

12.32 

0.40 

27 

NA 

1.2 

6.72 

246  ■  MatsushrtaElectrfcWorks/bldg  materials 

10.504 

134 

11.546 

8,313 

11.44 

0.17 

42 

11 

1.0 

41.2 

249  ■  Nippon  Yusen/shipping 

10.331 

148 

13.145 

5.244 

4.30 

0.12 

33 

10 

1.3 

13.8 

258  •  Komatsu/machinery  &  eng 

9.893 

126 

12,993 

5.959 

6.15 

0.13 

44 

34 

0.9 

28.5 

260      Chugoku  Electric  Power/utilities 

9.834 

259 

28.447 

5,387 

14.52 

0.70 

19 

NA 

3.8 

14.5 

269  •  Sumitomo  Trust  &  Banking/banking 

9,467 

302 

141.000 

10,440 

7.23 

021 

23 

NA 

0.9 

5.92 

271   ■  Taiheiyo  Cement/bldg  materials 

9.387 

24 

15,229 

1.419 

1.49 

003 

NM 

12 

3.4 

3.52 

i 


All  figures  except  per-share  items  are  in  millions  of  U.S.  dollars    Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  vear-end  rate.  Revenue  figures  are  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties    For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 
,ed  unless  noted    Market  value  is  as  of  May  31,  2000.  "Sponsored  ADR  or  global  registered  share.  "Nonsponsored  ADR.  E:  Estimate.  NA:  Not  available    NM:  Not  meaningful.  'Figures 

i  ailable.  'Not  fully  consolidated.  Sources;  Worldscope  database.  IBES  International  and  Exshare  via  FactSet  Research  Systems;  Morgan  Stanley  Capital  International;  Bloomberg 
nclal  Matters:  IBES  Express;  Forbes. 
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Corporate  Shuttle 


r 


-    ■  ■•.■- 


oiaa 


Hill  II    I 


18  SEAT  CABIN 


24  SEAT  CABIN 


Introducing  the  new  Corporate  Shuttle. 
Executive  comfort.  Airliner  reliability. 

A  special  variant  of  the  328JET,  the  new  regional  jet 
that's  at  the  forefront  of  the  regional  airline  revolution. 
Configured  to  seat  up  to  32  passengers,  it  becomes 
the  ideal  corporate  shuttle  -  a  unique  combination  of 
business  jet  comfort  and  airliner  reliability. 


F  A  I  R  C  H  I  L  D  >y  D  O  R  N  I  E  R 


&2000  Fairchild  Dornier 


fairchilddornier.com 


JAPAN                                  2000  EST  P/E  38 

YIELD    0.6% 

MARKET  VALUE   $4,169  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -12%   1 

Rank    Company/business 

REVENUE 

(SMIL) 

NET 
INCOME 
(SMIL) 

ASSETS 
(SMIL) 

Market 
value 

(SMIL) 

Stock 

price 

($) 

EPS 

1999 

(S) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELO 

(%) 

employees 
(thou) 

272      Aisin  Seiki/industrial  comp 

9.377 

168 

8.692 

3,542 

12.25 

0.60 

27 

NA 

0.8 

11.42 

275       Seiyu/retailing 

9,331 

-119 

7,297 

1,376 

4.07 

-0.49 

51 

24 

0.0 

7.02 

277      Tokyu/trucking,  RR 

9.326 

17 

19.4291 

4,829 

4.40 

0.02 

40 

NA 

1.1 

4.62 

278      Ishikawajima-Harima/machinery  &  eng 

9,325 

-740 

12,784 

2,000 

1.54 

-0.57 

31 

18 

0.0 

13.22 

279      Tokyo  Gas/utilities 

9,299 

250 

16,661 

6,882 

2.45 

0.09 

35 

8 

1.9 

11.82 

280  ■  Toray  Industries/chemicals 

9,282 

-615 

13,303 

5.330 

3.80 

-0.44 

38 

11 

1.7 

35.5 

281  •  Kubota/machinery  &  eng 

9,252 

154 

12,476 

4,969 

3.53 

0.11 

35 

10 

1.6 

14.62 

1  282      Mitsubishi  Materials/metals-nonfer 

9.248 

-113 

15,786 

3,766 

3.32 

-0.10 

66 

14 

0.4 

7.92 

286  ■  Mitsui  Marine  &  Fire  Ins/insurance 

9,010 

98 

28,942 

4,127 

5.30 

0.13 

44 

NA 

1.2 

8.3 

289  ■  Daiwa  House  Industry/construction 

8,913 

164 

9,267 

3,883 

7.41 

0.31 

15 

4 

2.1 

14.4 

290      Sumitomo  Chemical/chemicals 

8.906 

173 

12,202 

7.888 

4.82 

0.11 

27 

9 

1.0 

17.5 

293  ■  Kirin  Brewery/bev  &  tobacco 

8,836 

324 

13,786 

12,052 

12.06 

0.32 

35 

9 

0.9 

16.9 

294  ■  Mitsubishi  Trust  &  Bank/banking 

8.828 

423 

152,369 

10,510 

8.07 

0.31 

24 

NA 

0.8 

5.92 

295      Maruha/food,  household 

8.821 

15 

4,765 

409 

1.36 

0.05 

17 

NA 

2.0 

13.1 

298       Dainippon  Ink  &  Chems  chemicals 

8,802 

-59 

10,349 

3,538 

4.46 

-0.08 

34 

11 

0.8 

31.0 

299  ■  Mitsukoshi/retailing 

8,757 

61 

4,776 

1.789 

3.72 

0.13 

37 

NA 

0.0 

8.52 

300      Takeda  Chemical  Inds/personal  care 

8.651 

1.121 

13,216 

60,173 

68.18 

1.27 

45 

30 

0.4 

16.3 

301      Sekisui  Chemical  bldg  materials 

8.622 

-255 

8,386 

1,880 

3.43 

-0.46 

29 

7 

2.7 

19.8 

303      Sumikin  Bussan/trading 

8.569 

-46 

4.453 

79 

0.75 

-0.43 

7 

20 

0.0 

1.32 

306       Nippon  Paper  Inds/forest  products 

8,491 

95 

10.601 

6,239 

6.58 

0.10 

NM 

13 

1.1 

6.52 

312       Sumitomo  Marine  &  Fire/Insurance 

8.341 

121 

28.978 

4,22? 

6.26 

0.18 

35 

NA 

1.1 

7.82 

314      Mitsui  Chemicals/chemicals 

8.286 

150 

11,617 

5.571 

7.06 

0.19 

23 

11 

0.8 

6.32 

315      Mitsui  O.S.K.  Lines/shipping 

8,264 

78 

11.179 

2,509 

2.04 

0.06 

23 

9 

1.8 

19.5 

316      Nippon  Meat  Packers/food,  household 

8.237 

142 

5.833 

3.094 

13.54 

0.61 

24 

NA 

1.1 

25.2 

318       Yamaha  Motor/leisure  goods 

8.220 

104 

5.856 

1.961 

8.49 

0.42 

17 

5 

0.9 

32.3 

322      Suzuken/personal  care 

8.177 

90 

5.220 

2,782 

35.81 

1.15 

35 

11 

0.5 

5.62       \ 

325      Asahi  Breweries/bev  &  tobacco 

8.077 

40 

13.582 

6,176 

12.40 

0.08 

52 

9 

0.9 

4.22 

326       Nippon  Steel  Trading/trading 

8,071 

13 

5.2871 

94 

1.00 

0.14 

11 

NA 

0.0 

2.1 

327       Fuji  Electric  elec  &  electron 

7.983 

-70 

8,828 

2.594 

3.63 

-0.10 

60 

NA 

0.0 

28.2 

328  ■  Nagoya  Railroad/trucking.  RR 

7.975E 

16E 

9.4191 

2,282 

2.78 

NA 

NM 

NA 

1.5 

7.22      1 

329      Osaka  Gas/ utilities 

7.958 

256 

11,521 

6,261 

2.54 

0.10 

23 

NA 

1.8 

15.2 

332  ■  Kao/food.  household 

7,937 

489 

6.663 

18.819 

30.33 

0.78 

35 

12 

0.6 

6.B2 

336  ■  Ajinomoto/food.  household 

7.773 

165 

6.925 

7.850 

12.09 

0.26 

48 

NA 

0.8 

5.22 

345   •  Kyocera/electronlc  comp 

7.615 

472 

11.499 

31,360 

165.86 

2.49 

51 

22 

0.3 

42.0 

346       Yamato  Transport/trucking.  RR 

7.613 

191 

6,062 

10.403 

23.33 

0.43 

51 

15 

0.6 

78.2 

349  ■  Kumagai  Gumi/construction 

7.488 

-43 

14,723 

316 

0.46 

-0.06 

NM 

38 

0.0 

7.42     ; 

354       Daiwa  Bank/banking                                 7,305 

278 

139.062 

5,181 

2.53 

0.12 

19 

NA 

1.1 

7.52 

356       Daimaru/retailing                                     7,192 

21 

3,579 

771 

2.85 

0.08 

24 

NA 

1.6 

482      I 

1 

All  figures  except  per-share  items  are  in  millions 
al  year-end  rate.  Revenue  figures  are  for  groi 
are  used  unless  noted    Market  value  is  as  of  May 
are  latest  available.  :Not  fully  consolidated.  Sour 
Financial  Markets:  IBES  Express:  Forbes 

306     1     O    R    B    E    S    •               i .  2000 
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31,2000.  »S 
ces:  Worldsco 
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s  and  exclude 
R  or  global  reg 
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2  for  the  fiscal  y 
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Not  available. 

'an  Stanley  Cap 

ear,  assets  ar 
seal  year-enc 
NM:  Not  mea 
ra/  Intematio 

e  converted  at 
s.  1999  figures 
ningful.  'Figures 
nal:  Bloomberg 

For  the  first  ever 
federal  auction, 

the  Navy  called  in 

the  big  guns:  us. 


f         1 

1st    federal  auction. 

We're  FreeMarkets,  and  we're  the  first  company  to  conduct  an  online  auction 
for  the  federal  government.  The  results?  The  Navy  achieved  savings  of  close 
to  $1  million  on  recovery  sequencers  —  complex  electronic  components  for 

$1     million  saved.1 

28. 9%    saved  off  historic  cost. 

ejection  seats  in  military  aircraft. 

$1 

billion  total  customer  savings. 

FreeMarkets  is  the  leading  B2B  eMarketplace  for  private  enterprise.  Now  we're 

$5.4 

billion  total  market  volume.2 

helping  the  public  sector  get  the  best  possible  prices  on  everything  from  circuit 

100 

goods  and  services  categories. 

boards  to  IT  equipment  to  maintenance  services.  All  with  unparalleled  speed 

47 

global  1000  customers. 

and  efficiency.  We're  GSA  approved  and  ready  to  get  results  for  you.  To  receive 
your  copy  of  the  American  Management  Systems  white  paper,  "Online 

4,188 

active  suppliers  worldwide. 

Auctioning  in  the  Public  Sector,"  visit  our  website. 

I     11 

offices  in  seven  countries. 

1 .877.498.0855  www.freemarkets.com/ad/gov9 

FreeMarkets 


Code  FOR 


©2000  FreeMarkets,  Inc.  Facts  and  statistics  based  on  FreeMarkets  1Q  2000  earnings  release  and  other  public  documents.  Estimated  savings  based  on  online 
auction  results.  *Total  market  volume  equals  total  low  bid  dollar  volume  of  materials,  commodities  and  services  that  we  have  auctioned  tor  our  customers 
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garagelltcom 


we  start  up  startups 


^ntion.  Join  Garage. corn's  twoday  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 
^investors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 
JtG    ON     TO    WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY. 
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JAPAN 

2000  EST  P/E  30 

YIELD    0.6°/. 

MARKET  VALUE   $4,169  BILLION       YEAR  TO  DATE  PRICE  CHANGE  -12% 

Irank    Company/business 

REVENUE 
($MIL) 

NET 

INCOME 

(SMIL) 

ASSETS 

($MIL) 

Market 

VALUE 
($MIL) 

Stock 

PRICE 
($) 

EPS 

1999 
(S) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD        EMPLOYEES 
(%)            (THOU) 

1  476  ■  Omron/elec  &  electron 

5,204 

108 

5,475 

6,623 

25.79 

0.42 

44 

13 

0.5              24.9 

1  482       Misawa  Homes/construction 

5,172 

20 

7.901 

410 

3.16 

0.16 

9 

13 

3.5                1.82 

1  484      Nippon  Light  Metal/metals-nonfer 

5447 

-132 

5,654 

431 

0.70 

-0.29 

NM 

13 

2.7                3.62 

1  485  ■  Alps  Electric/electronic  comp 

5,125 

-193 

4,582 

2,808 

15.54 

-1.07 

29 

8 

0.6              32.0 

1  491  ■  Fujita/construction 

5,067 

-12 

11,606 

216 

0.44 

-0.02 

44 

26 

0.0                4.42 

1  492      Chiyoda  Fire  &  Marine  Ins/insurance 

5,060 

33 

12,831 

1,241 

3.20 

0.09 

29 

NA 

2.0                5.4' 

1  498      Hokkaido  Electric  Power/utilities 

5,024 

137 

13.558 

2,757 

12.51 

0.62 

14 

NA 

3.7 

6.52 

c 

NETHERLANDS                       2000  EST  P/E  22 

YIELD    1.0% 

MARKET  VALUE   $704  BILLION           YEAR -TO -DATE  PRICE  CHANGE   -5% 

Rank    Company/business 

REVENUE 
($MR) 

NET 
INCOME 

(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

STOCK 

PRICE 

(S) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

Yield      Employees 
(%)         (thou) 

1 

6  •  Royal  Dutch/Shell  Group/energy 

105,366 

8,584 

113,883 

224.265= 

66.03 

2.27 

23 

13 

2.3              99.0 

21  •  ING  Group/financial  svcs 

59,276 

4.976 

493.806 

58.138 

60.12 

5.10 

16 

11 

2.5              86.0 

37  •  Unilever/food,  household 

41,418 

2.801 

26,773 

48.46210 

51.06 

2.63 

19 

9 

2.3            255.0 

38  •  Fortis/financial  svcs 

41.381 

2,342 

407,565 

31.78011 

26.45 

2.04 

13 

9 

2.7              61.1 

47  •  ABN-Amro  Holding/banking 

36,433 

2,598 

459,014 

33,673 

22.98 

1.73 

13 

11 

3.3            108.7 

55  •  Ahold/retailing 

33,929 

760 

14,227 

20,999 

28.42 

1.16 

22 

12 

1.6            209.0 

58  •  Philips  Group  elec  &  electron 

31804 

1.819 

28,970 

59.768 

44.88 

1.31 

26 

17 

0.6            230.0 

95   •  Aegon  Insurance  Group/insurance 

22,620 

1,587 

229,861 

48.470 

36.26 

1.27 

26 

14 

1.6              24.3 

158  •  Akzo  Nobel  Group  chemicals 

14,590 

727 

11.835 

10.968 

38.37 

0.72 

13 

7 

2.4              84.6 

284  •  Royal  KPN/telecom 

9.232 

837 

18.074 

43.517 

45.39 

0.88 

68 

15 

1.1              34.8 

305   •  TNT  Post  Group/services 

8.561 

424 

6,251 

11,582 

24.25 

0.89 

25 

7 

1.4 

89.6 

1  310       Schlumberger  energy  equip 

8.395 

367 

14,872 

41.862 

73.56 

0  65 

60 

25 

1.0 

55.0       < 

1 384       Hagemeyer/tradlng 

6.485 

50 

2,741 

2.522 

23.91 

0.48 

11 

9 

2.9 

17.4 

1  393  •  DSM/chemicals 

6.403 

375 

6.336 

3.190 

32.82 

3.66 

8 

5 

4.3 

21.7 

402  ■  Heineken  Holding/bev  &  tobacco 

6.232 

522 

6.045 

5.176 

33.01 

3.33 

19 

4 

1.1 

30.6 

411   •  KLM/airlines 

6.075 

325 

8.274 

1.051 

22.46 

6.91 

17 

9 

0.0 

35.3 

422  •  Buhrmann/services 

5.898 

84 

5,533 

2,924 

30.62 

0.83 

17 

20 

1.8 

16.1 

442       Laurus  retailing 

5.650 

113 

1.311 

1,311 

10.22 

0.92 

11 

5 

2.9 

39.6 

444 
455   • 
493 

Randstad  Holdings/services 

5.62E 

209 

1,751 

4.717 

40.80 

1.73 

22 

14 

1.6 

254.0 

Reed  Elsevier/media 

5.470 

-102 

8.522 

13.868" 

9.43 

-0.07 

18 

NA 

2.7 

27.7 

Hollandsche  Beton/construction 

5.052 

63 

2,121 

447 

13.18 

1.86 

6 

2 

5.2 

20.3 

L 

SOUTH  AFRICA                       2000  ESI 

rp/E  10 

YIELI 

)    2.6% 

MARK! 

T VALUE   $ 

202BILLIO 

N           YEAR -TO -DATE  PRICE  CHANGE   -21%   1 

Rank    Company/business 

Revenue 

(SMIL) 

NET 
INCOME 

(Smb.) 

Assets 

(SMIL) 

Market 

VALUE 
($MR.) 

Stock 

PRICE 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 
(%) 

employees 
(thou) 

217  ■ 

251 

358 

Anglo-Americaa/multi-mdustry 

11.578 

1.552 

26,597 

17.711 

4345 

3.98 

11 

11 

3.3 

229.0 

Standard  Bank  Investment/banking 

10.185 

503 

41,123 

5.127 

3.67 

0.39 

9 

1 

2.7 

327          1 

Firstrand  financial  svcs 

7.169 

411 

32,507 

5,728 

1.05 

0.08 

13 

NA 

2.3 

34.0       1 

433       Sanlam/msurance 

5.749 

548 

28.521 

2,873 

1.08 

0.21 

8 

7 

3.3 

10.2       1 

500       Metro  Cash  and  Carry/retailing 

5.021 

51 

1.204 

742 

0.60 

004 

10 

NA 

2.8 

22.8       | 

•Sponsored  ADR  or  global  registered  share.  ■No 

kM  value  tor  Royal  Dutch  Petroleum  and  Shell  Tr< 

PS.  P/E  and  yield  are  only  for  Unilever  NV 
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zer0knowledge 

Internet  Privacy  Solutions 


PC  WORLD 

WORLD    CLASS 


Most  Promising  Internet 
Newcomer  of  year  2000 


At  Zero-Knowledge  Systems  we  believe  that  everyone  has 
the  right  to  secure  and  private  computer  communications. 
That's  why  we  invented  Freedom',  a  totally  secure  Internet 
solution  that  ensures  your  email,  web  browsing  and  chat, 
remain  as  private  as  you  want  them  to  be. 


1 


"If  online  privacy  is 
an  issue  for  you,  we 
can't  think  of  a  better 
option,  except  for  not 
going  online  at  all." 

PC  Magazine 
December  23,  1999 


opynght  (c)  1999,  ZDNet  Inc.  All  Rights  Reserved 


Why  should  you  care?  Because  the  Net  has  holes  in  it. 
Because  marketers,  employers  and  total  strangers  are 
able  to  track  your  activity  on  the  Internet. 

To  protect  yourself  and  your  family  from  invasions  of 
online  privacy  visit  us  at  www.zeroknowledge.com. 


^^^^^^^^^^^^^^^^^^^^^^^^^^^i:\a\;ui\\:hu\i\;i.}mM\im 

SOUTH  KOREA                         2000  EST  P/E  10            YIELD    1.6%          MARKET  VALUE  $230  BILLION          YEAR -TO -DATE  PRICE  CHANGE  -16% 

Rank    Company/business 

REVENUE 

(SMIL) 

NET 
INCOME 

(SMIL) 

Assets 

($MR) 

MARKET 
VALUE 

(SMIL) 

STOCK 

PRICE 
($) 

EPS 

1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

EMPLOYEES 

(moo) 

46  •  Samsung/trading 

37,452 

70 

12,424 

1,245 

8.01 

0.50 

9 

11 

2.8 

4.6 

53      Hyundai/trading 

34,186 

23 

1.877 

163 

2.21 

0.46 

6 

16 

4.0 

0.6 

94  •  Samsung  Electronics/electronic  comp 

22,969 

2,788 

20,764 

41,149 

272.69 

16.58 

11 

7 

0.8 

42.2 

113       Daewoo/trading 

19.465 

-20 

16.386 

34 

0.24 

-154.61 

NM 

NM 

0.0 

12.0 

139      LG  International/trading 

15.868 

27 

1,300 

193 

2.83 

0.69 

6 

9 

7.8 

1.6 

142  •  LG  Electronics/appliances 

15.704 

1,820 

17,151 

2.974 

27.71 

16.58 

9 

8 

3.2 

57.5 

171  •  Korea  Electric  Power/utilities 

13.852 

1,299 

56.912 

17,171 

26.83 

2.05 

10 

7 

2.0 

30.2 

198  •  Hyundai  Motor/automobiles 

12.527 

364 

14,304 

2,193 

10.71 

3.15 

5 

8 

4.1 

51.0 

228  •  Pohang  Iran  and  Steel/metals-steel 

11.170 

1,367 

17,189 

7,261 

75.26 

14.25 

4 

4 

2.1 

27.9 

248  •  Korea  Telecom/telecom 

10,365 

337 

23,231 

23.218 

74.37 

1.12 

31 

8 

0.6 

47.5 

259      SK  Corp/energy 

9,882 

303 

12,452 

1,857 

16.03 

2.19 

6 

5 

4.1 

4.3 

364  •  Koofcmin  Bank/banking 

8.565 

-24 

64,130 

3,210 

10.71 

-0.06 

6 

4 

0.4 

11.4 

369       Hyundai  Electronics/elec  &  electron 

8.405 

175 

22,658 

7,697 

15.58 

0.77 

8 

9 

0.0 

22.0 

313       Hanvit  Bank/banking 

8.287 

-2.004 

63.994 

1,467 

1.68 

-2.67 

5 

NM 

0.0 

11.1 

323   •  Kia  Motors/automobiles 

8,166 

333 

7,370 

2,459 

5.47 

1.21 

9 

8 

0.0 

30.0 

331       SK  Global/trading 

7,953 

34 

6,719 

680 

11.86 

1.10 

9 

16 

1.9 

1.3 

428       SsangVong/multi-industry 

5.791 

-1 

854 

24 

1.30 

-0.12 

3 

NA 

0.0 

0.4 

488  •  Cho  Hung  Bank/banking 

5.103 

-656 

41,247 

1,566 

2.31 

-1.42 

10 

NA 

0.0 

6.9 

489  •  Hyundai  Eng  &  Censt/construction 

5.088 

-105 

8.180 

806 

3.04 

-0.49 

13 

14 

0.0 

19.1 

496       S-Oil/energy 

5.040 

253 

4.820 

934 

16.60 

4.67 

4 

5 

13.3 

2.5       £ 

SPAIN                                     2000  EST  P/E  21             YIELD    1.6%           MARKET  VALUE   $352  BILLION           YEAR -TO -DATE  PRICE  CHANGE   -9% 

Rank    Company/business 

Revenue 

($•») 

NET 
INCOME 

($Mll) 

ASSETS          MARKET 

(Smil)         VALUE 

(SMIL) 

STOCK 

PRICE 

($) 

EPS 

1999 

(S) 

P/E 
2000E 

ENTERPRISE 
MULTIPU 

YIELD 
(%) 

employees 
(thou) 

87   •  Bance  Santander  Central/banking 

24.275 

1.592 

256,700 

40.415 

9.86 

0.44 

19 

17 

2.2 

95.4 

91  •  Telefonica/telecom 

23.209 

1,825 

62.064 

68.060 

20.63 

0.56 

35 

9 

0.0 

118.7 

111   •  Repsol-YPF/cnergy 

20.075 

1,022 

42.244 

25.480 

21.45 

0.98 

14 

10 

1.8 

29.8 

170  •  BBVA  Banco  Bilbao  Vueaya/banking 

13.894 

1.243 

157.468 

44.348 

14.07 

0.59 

21 

18 

0.0 

73.9 

177  •  Endesa  Group/utilities 

13.626 

1.292 

47.829 

22,063 

20.84 

1.22 

17 

NA 

2.6 

34.9 

317       Cepsa/energy 

8.225 

257 

4.401 

2.409 

9.00 

0.96 

9 

6 

3.9 

9.1 

397       Iberdrola/utilmes 

6.318 

738 

17,612 

11.583 

12.85 

0.82 

15 

9 

3.6 

11.1 

SWEDEN                                 2000  EST  P/E  20             YIELD   1.1%           MARKET  VALUE   $404  BILLION           YEAR -TO -DATE  PRICE  CHANGE   11% 

All  figures  except  per-share  items  m  ;n  millions  of  US  collars.  Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 
fiscal  year-end  rate.  Revenue  figu^  n  for  group  or  consolidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends,  1999  figures 
•i    used  unless  noted.  Market  value  i  as  of  May  31,  21'TJ.  •Sponsored  ADR  or  global  registered  share    "Nonsponsorcd  ADR    E:  Estimate.  NA:  Not  available.  NM:  Not  meaningful. 'Figures 

I  available,  *Not  fully  consoicied    Sources.  Vt  i  rldscope  database.  IBES  International  and  Exsharc  via  FactSet  Research  Systems;  Morgan  Stanley  Capital  International;  Bloomberg 

I '  Markets:  IBES  Express.  I 
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I  AM  NOT  A  PIECE  OF  Y 


captured  or  a  i 
profile  to  be  sold. 

I  am  an  individual  and  you 
will  respect  my  privacy. 


I  will  not  be  bartered, 
traded  or  sold. 

On  the  Net  I  am  in  control. 


zer0knowledge 


Internet  Privacy  Solutions 


PC  WORLD 

WORLD    CLASS 


Most  Promising  Internet 
Newcomer  of  year  2000 


At  Zero-Knowledge  Systems  we  believe  that  everyone  has 
the  right  to  secure  and  private  computer  communications. 
That's  why  we  invented  Freedom  ,  a  totally  secure  Internet 
solution  that  ensures  your  email,  web  browsing  and  chat, 
remain  as  private  as  you  want  them  to  be. 


i  ■ 


"If  online  privacy  is 
an  issue  for  you,  we 
can't  think  of  a  better 
option,  except  for  not 
going  online  at  all." 

PC  Magazine 
December  23,  1999 


opyright  (c)  1999.  ZDNei  Inc.  All  Rights  Reserved. 


Why  should  you  care?  Because  the  Net  has  holes  in  it. 
Because  marketers,  employers  and  total  strangers  are 
able  to  track  your  activity  on  the  Internet. 

To  protect  yourself  and  your  family  from  invasions  of 
online  privacy  visit  us  at  www.zeroknowledge.com. 


SWEDEN                                2000  EST  P/E  20 

YIELD   1.1% 

MARKET  VALDE   $404  BILLION           YEAR  TO -DATE  PRICE  CHANGE   11% 

RANK      COMPANY/BUSINESS 

REVENUE 
(SMIL) 

Nn 

INCOME 
(SMIL) 

ASSETS 
(SMIL) 

MARKH 
VALUE 
(SMIL) 

STOCK 

PRICE 
($) 

EPS 
1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 

(thou) 

276       Skanska/consrruction 

9,328 

505 

6,022 

4,253 

37.36 

4.43 

12 

11 

4.8 

45.1 

343  •  SCA-Svenska  Cellulosa/fores;  prods 

7,650 

425 

9,996 

4,639 

20.19 

1.99 

9 

7 

3.8 

37.7 

347      Svenska  Handelsbanken/banking 

7,581 

785 

108,246 

10,130 

14.20 

1.10 

13 

34 

2.4 

8.5 

399      Nordic  Baltic  Holding/banking 

6,294 

1,141 

104,239 

19,703 

6.66 

0.55 

14 

19 

2.9 

18.2 

426  •  Fbrenings  Sparbanken/banking 

5,812 

541 

97,781 

7,910 

14.99 

1.03 

13 

43 

3.7 

12.4 

450  •  Scania/machinery  &  eng 

5,553 

371 

6,063 

5,033 

25.28 

1.86 

14 

10 

3.1 

23.0 

SWITZERLAND                        2000  EST  P/E  20 

YIELD    1.4% 

MARKH  VALDE   $668  BILLION           YEAR -TO -DATE  PRICE  CHANGE  -5% 

Rank    company/business 

REVENUE 
(SMIL) 

Nn 

INCOME 
(SMIL) 

ASSETS 
(SMIL) 

MARKn 
VALUE 
(SMIL) 

STOCK 

PRICE 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

31  •  Credit  Suisse  Group/banking 

47.705 

3,298 

450,593 

50.999 

187.44 

12.07 

15 

34 

2.2 

62.8 

32  •  Nestle/food,  household 

47,158 

2,984 

35,413 

73.592 

1.916.10 

76.24 

23 

12 

1.3 

230.9 

39  •  Zurich  Financial  Services/insurance 

39.962 

3.260 

221,178 

41.735" 

493.90 

36.03 

13 

7 

2.1 

68.8 

71  •  UBS/banking 

26.968 

3.979 

613,173 

56,275 

135.53 

9.51 

15 

9 

2.4 

49.1 

95   •  ABB  Group/elec  &  electron 

24,681 

1,614 

28,983 

37,400 

124.67 

5.10 

23 

12 

1.4 

164.2 

124  •  Swiss  Re  Group/Insurance 

17,413 

1,762 

66.844 

27,645 

1.932.16 

123.80 

15 

14 

1.5 

9.0       I 

125   •  Roche  Group/personal  care 

17,412 

3,641 

43,299 

93.176 

11.722.70 

421.93 

30 

20 

0.5 

67.7       I 

130      Swiss  Life  Ins  &  Pension/insurance 

16.368 

245 

96,576 

6.618 

577.21 

20.84 

25 

14 

1.1 

11.1       I 

134  •  Novartis  Group/personal  care 

16.049 

4,206 

38,803 

97.226 

1.481.70 

63.16 

24 

21 

1.3 

64.4       § 

211  •  Adecco/services 

11.667 

-110 

4,962 

14.531 

792.62 

-6.39 

33 

26 

0.6 

21.0       I 

319      SAir  Group/airlines 

8.212 

172 

11,162 

2.276 

185.36 

14.12 

12 

15 

1.3 

68.4       | 

321      Bank  for  Intl  Settlements/banking 

8.186 

597 

145,256 

2.569 

4.968.76 

NA 

NA 

NM 

4.1 

NA       | 

340  •  Holderbank/bldg  materials 

7,702 

502 

13,567 

9.843 

1.177.63 

68.53 

16 

9 

1.1 

39.3       1 

362  •  Swisscom/telecom 

7.049 

1,510 

13,077 

25.954 

352.87 

20.51 

19 

10 

2.5 

20.4       1 

425       Clariant/chemicals 

5.846 

349 

6.564 

5,322 

371.91 

23.43 

17 

7 

1.6 

29.0       3 

469       Baloise  Group/insurance 

5.308 

323 

29,606 

5.353 

941.39 

54.95 

17 

15 

1.5 

7.3       I 

UNITEDKINGDOM                    2000  EST  PE  20             YIELD    2.4%           MARKET  VALUE   $2,713  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -13 

Rank    Company/business 

REVENUE           Nn           ASSETS        MARKn         STOCK            EPS 
($MIL)          INCOME         ($MIL)           VALUE            PRICE           1999 
(SMIL)                              (SMIL)             ($)               ($) 

P/E          ENTERPRISE       YIELD 
2000E         MULTIPLE    |       (%) 

EMPLOYEES 
(THOU) 

6   •  Royal  Dutch/Shell  Group/energy 

105.366 

8.584 

113.883 

224,265" 

8.32 

0.35 

19 

NA 

2.8 

99.0 

10  •  BP  Amoco/energy 

83.566 

5.008 

89.478 

206,692 

9.13 

0.26 

18 

18 

2.3 

88.1 

19       CGNU/insurance 

63.290 

NA 

NA 

34.312'5 

15.28 

0.68 

16 

NA 

4.1 

70.0 

36  •  Prudential/Insurance 

42.005 

875 

243,452 

29.584 

15.09 

0.45 

30 

27 

2.5 

22.4 

37   •  Unilever/tood.  household 

41.418 

2.801 

26.773 

48.46216 

6.62 

0.42 

17 

NA 

3.2 

255.0 

39   •  Zurich  Financial  Services/insurance 

39.962 

3,260 

221,178 

41,735" 

11.26 

0.89 

12 

NA 

2.2 

68.8 

40  •  HSBC  Group/banking 

39.348 

5.408 

569.139 

94.105 

11.03 

0.65 

16 

NA 

3.4 

146.9 

42  •  Legal  &  General  Group/insurance 

38.152 

947 

165,205 

13,026 

2.54 

0.18 

25 

21 

2.7 

8.3 

62   •  Tesee/retaihng 

30.076 

1.078 

15,718 

20.709 

3.03 

0.16 

18 

10 

2.5 

134.9 

•Sponsored  ADR  or  global  registered  share   E.  Estimate  NA:  Not  available.  NM:  Not  meaningful    Figures  are  latest  available.  'Not  fully  consolidated  "Combined  market  value  for  Zunch  Allied  AG 
d  Zurich  Pic.  Price.  EPS.  P/E  and  yield  are  only  for  Zurich  Allied  AG      "Combined  market  value  for  Royal  Dutch  Petroleum  and  Shell  Transport  &  Trading.  Price.  EPS.  P/E  and  yield  an 
>i  Shell  Transport  &  Trading    lbPro  forma  for  merger  of  CGU  and  Norwich  Union.  "Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  Price.  EPS.  P/E  and  yield  are  only  for 
Unllevc  Pic     "Combined  market  value  tor  Zurich  Allied  AG  and  Allied  Zurich  Pic.  Price.  EPS.  P/E  and  yield  are  only  for  Allied  Zurich  Pic.  Sources:  Worldscope  database.  IBES  International  and 
Exsnare  via  FactSet  Research  Systems:  Morgan  Stanley  Capital  International:  Bloomberg  Financial  Markets:  IBES  Express:  Forbes. 

314       FORBES-    lulv  24,  2000 


YOU'RE  CHANGING  JOBS  AND  HAVE  TO  ROLL 
OVER  YOUR  401(k),  SO  YOU: 


I    |  Generously  write  a  check  to  the  IRS  for  407.  in 
taxes.  It's  not  like  you  have  big  plans  for  this  money. 


K 


|    I  Go  to  Vegas.  The  odds  are  against  you,  but  it's  just 
play  money,  right? 


|    |  Wisely  call  the  Rollover  Specialists  at  T.  Rowe  Price. 
This  is  serious  money.  You  can't  afford  to  make 


a  mistake. 


Invest  With  Confide 

T.RoweR-ice 


-Ik 


Call  the  Rollover  Specialists  at  1-800-541-1847 

jr  free  kit  on  managing  your  retirement  plan  distribution,  plus  prospectuses  for  a  broad  range  of  no-load  mutual  funds. 

www.troweprice.com 


!  information,  including  fees  and  expenses,  read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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THE  INTERNATIONAL  500 

UNITED  KINGDOM                    2000  EST  P/E  20             YIELD    2.4%           MARKET  VALUE   $2,713  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -13% 

Rank    Company/business 

REVENUE 

(SMIL) 

NCT 
INCOME 
(SMIL) 

ASSETS 
(SMIL) 

fiE 

Stock 

price 

($) 

EPS 
1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

employees 
(thou) 

64  •  British  Telecom/telecom 

29,566 

3,246 

59,957 

94,876 

14.58 

0.49 

29 

12 

2.5 

132.1 

77  •  J  Sainsbury/retailing 

25,705 

551 

16,831 

8,795 

4.57 

0.29 

15 

6 

5.2 

109.2 

79  •  Royal  &  Sun  Alliance/insurance 

25,490 

140 

100,011 

8,551 

5.99 

0.08 

12 

10 

6.9 

46.5 

96  •  Lloyds  TSB  Group/banking 

22,608 

4,057 

284,576 

60,287 

10.85 

0.75 

13 

14 

4.1 

76.1 

105  •  Barclays/banking 

20,607 

2.884 

411,838 

38,679 

26.10 

1.87 

12 

11 

3.2 

77.0 

119  •  Kingfisher/retailing 

17,868 

688 

11,489 

12,770 

9.28 

0.49 

19 

10 

2.6 

118.4 

127  •  Abbey  National/financial  svcs 

17,046 

2,035 

292,154 

18,927 

13.31 

1.38 

10 

32 

5.0 

27.7 

131  •  Diageo/bev&  tobacco 

16,304 

1,547 

25,501 

29,234 

8.55 

0.44 

15 

12 

3.9 

66.0 

146  •  AstraZeneca  personal  care 

15.334 

1,143 

19,816 

74,740 

42.25 

0.64- 

25 

17 

1.7 

55.0 

152  •  Corus  Group/metals-steel 

14.850E 

NA 

14,527 

4,648 

1.49 

NA 

NA 

NA 

11.6 

64.8 

154      Halifax/financial  svcs 

14,742 

1,717 

261,939 

22,105 

9.84 

0.74 

12 

21 

4.1 

26.6 

157  •  British  Amer  Tobacco/bev  &  tobacco 

14,639 

897 

26,079 

12,794 

5.88 

0.84 

7 

8 

6.3 

67.3 

165  •  British  Airways/airlines 

14,123 

-33 

21,518 

5,884 

5.44 

-0.03 

54 

15 

5.5 

65.2 

172  •  Old  Mutual/insurance 

13.830 

1,720 

62,968 

7.294 

2.12 

0.55 

9 

4 

1.4 

36.0 

175  •  Glaxo  Wellcome/personal  care 

13,700 

2,922 

15,782 

103,009 

28.25 

0.80 

32 

21 

2.2 

60.7 

179  •  SmithKline  Beecham/personal  care 

13.524 

1,778 

11,169 

71,926 

12.79 

0.31 

32 

23 

1.6 

53.3 

190  •  Marks  &  Spencer/retailing 

12.947 

409 

12.786 

10.714 

3.73 

0.14 

19 

10 

4.0 

52.2 

200   •  Vodaf one  AirTouch  telecom 

12,438 

769 

244,637 

281,964 

4.58 

0.03 

57 

NA 

48.6 

40.7 

202  •  Royal  Bank  of  Scotland/financial  svcs 

12.173 

1.395 

146,295 

43,829 

16.48 

1.41 

11 

25 

2.9 

32.7 

207      Safeway  Plc/retailing 

11.958 

264 

7,155 

3.862 

3.68 

0.26 

14 

7 

3.9 

57.0 

213  •  Imperial  Chemical  Inds/chemicals 

11.600 

407 

11,173 

5.796 

7.96 

0.56 

12 

8 

6.4 

48.6 

210  •  Centrica/utilities 

11.511 

294 

7.565 

14.611 

3.65 

0.07 

28 

15 

1.1 

19.6 

223  •  BAE  Systems/aero  &  defense 

11,365 

523 

27.925 

18.267 

6.27 

0.26 

14 

14 

2.1 

50.5 

233   •  Invensys/electronic  comp 

10.932 

-376 

11.536 

12.062 

3.45 

-0.10 

11 

8 

3.7 

90.0 

261       Alliance  Unichem/personal  care 

9.833 

127 

3.369 

1,925 

6.55 

0.44 

15 

10 

3.0 

14.5 

262  •  Cable  &  Wireless/telecom 

9.831 

5.883 

34.339 

40.725 

16.69 

2.38 

44 

21 

1.5 

50.0 

263      Somerfield/retailing 

9.721 

261s 

2,995' 

376 

0.76 

0.22E 

7 

1 

22.3 

41.4 

267       Wolseley/bldg  materials 

9.007 

325 

4.555 

2.928 

5.10 

0.57 

9 

6 

4.6 

25.6       1 

268  •  Great  Universal  Stores/retailing 

8.939 

435 

8.765 

6.232 

6.20 

0.43 

12 

7 

5.5 

55.6       1 

296      Bank  of  Scotland/banking 

8.821 

941 

114.377 

11.762 

9.40 

0.71 

12 

37 

2.4 

21.9       1 

297  •  Tomkins/multi-industry 

8,809 

503' 

5.299' 

2.716 

2.86 

0.43E 

7 

5 

9.2 

66.9       1 

302  ■  Marconi/elec  &  electron 

8.589 

825 

16.910 

32,954 

12.08 

0.30 

42 

NA 

0.6 

45.0       1 

320  ■  Boots/retailing 

8.198 

630 

5.619 

7,518 

8.36 

0.71 

12 

7 

5.0 

57.6       1 

333  •  Compass  Group/food,  household 

7.844 

223 

2.452 

7,642 

11.26 

0.32 

31 

17 

1.0 

191.4       I 

337       Aegis  Group/services 

7.732 

76 

1.953 

2.738 

2.54 

0.07 

32 

23 

65.7 

4.1        1 

338  •  BG  Group/utilities 

7,724 

1.309 

32,921 

21.015 

6.00 

0.34 

16 

9 

2.6 

19.6       1 

342  •  Rolls-Royce/aero  &  defense 

7.655 

458 

10.909 

5,688 

3.68 

0.31 

11 

10 

3.3 

40.9       1 

344  •  Bass/leisure 

7,635 

631 

12,706 

8.767 

10.99 

0.78 

12 

8 

4.9 

74.5       1 

;nres  except  per-share  items  are  in  millions  of  U  S  nollars.  Revenue,  net  income  and  1999  EPS  are  converted  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 

I  year -end  rate.  Revenue  figures  are  for  group  or  ^    >solidated  operations  and  exclude  excise  taxes  and  duties.  For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 

lad.  Market  value  is  as  of  May  31.  2L    0    ^Sponsored  ADR  or  global  registered  share.  BNonsponsored  ADR    E:  Estimate.  NA:  Not  available. 'Figures  are  latest  available. 

iiriated.  "Estimated  for  the  merger  of  Hoi      vens  and  British  Steel.  Sources:  Worldscope  database,  IBES  International  and  Exshare  via  FactSet  Research  Systems;  Morgan 

•  <t national;  Bloomberg  Financial  Market*  IBES  Express;  Forbes. 
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In  addition  to  all  the  charts 
we  already  provide,  this  may 
be  our  most  impressive. 


■.m  ■■iifliif.HU 

WIRED 

TRADER 

►  In  our  rating  system 

Broker 

we 

give  extra  weight  to  trade  execution  and  range/reliability  of  services,  and  less  to  commissions. 

Trade              Ease  of               Range.                                                              Weighted 
Website                                                            Execution             Us*              Reliability     Amenities    Commissions        Total                  Rating 

TradeCast  "Revolution' 

www.tradecast.com                     5.0 

4.0 
3.5 

3.0 
3.0 

3.5                 2                18.5 

•••  V2 

myTrack 

www.mytrack.com                       4.5 

3.5                3               17.9 

"A"*"* 

CyBerCorp  "CyBerX" 

www.cybercorp.com                    5.0 

3.5 
1.5 

2.5 

3.0                 3                17.4 

*•  1/2 

On-Site  Trading 

In  our  rating  system,  a  score  of  ove 

20 

www.onsitetrading.com             4.5 

2.0             2.0                2               13.1 
15-16.  •*;  1 4-1 5.  *  'A,  and  1 4  and  under.  *. 

points  gets  *-*-*-*.  1 8.5-20.  •**'/>;  1 7.5-1 8.5.  *+*;  1 6-1 7.5.  **  'A; 

(aver  please) 
The  Publisher's  Sale  Of  This  Reprint  Does  Not  Constitute  Or  Imply  Any  Endorsement  Or  Sponsorship  Of  Any  Product,  Service,  Company  ObOrganization. 


As  seen  in  the  April  17th,  2000,  issue  of  Barron's  magazine  page  66. 


Barron's  recently  ranked  TradeCast's  Revolution'"  software  the  #1  direct  access  online  system  among  those 
reviewed.  No  other  online  broker  can  get  you  to  the  markets  faster*  more  reliably  and  with  more  information 
than  TradeCast.  Right  now,  TradeCast  has  a  special  offer  to  celebrate  our  ranking  in  Barron's.  Sign  up    . 
now  and  you'll  pay  just  $14.95  per  trade.  Plus,  if  you  apply  before  August  1st,  you'll  get  your  first  ten 
trades  free**  For  more  details,  call  1-877-626-4466  or  visit  us  at  www.tradecast.com. 

*Due  to  market  volatility  and  high  trading  volume,  you  may  experience  delays  in  system  access  and  trade  execution. 
**Free  trades  expire  six  months  from  date  which  account  is  funded.  Customer  will  receive  a  credit  for  free  trades  in 
his/her  statement  at  the  end  of  the  month. 

Brokerage  services  through  TradeCast  Securities  Ltd.  Member  NASD/SIPC. 
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THE  INTERNATIONAL  500 

UNITED  KINGDOM                    2000  EST  P/E  20             YIELD    2.4%           MARKET  VALUE   $2,713  BILLION        YEAR -TO -DATE  PRICE  CHANGE  -13%    | 

Rank    Company/business 

Revenue 

($MIL) 

NET 
INCOME 
($Mll) 

ASSETS 
(SMIL) 

Market 
value 

(SMIL) 

Stock 

price 

($) 

EPS 
1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

EMPLOYEES 
(THOU) 

350      Standard  Chartered  Group/banking 

7,448 

555 

87,499 

13,854 

12.90 

0.51 

17 

14 

3.0 

28.2 

355      RMC  Group/bldg  materials 

7,256 

250 

6,791 

3,288 

12.58 

0.96 

12 

6 

4.0 

34.9 

357  •  Rio  Tinto/metals-nonfer 

7,169 

1,278 

15,673 

20,134 

14.73 

0.93 

13 

10 

3.9 

33.8 

365  ■  Assoc  British  Foods/food,  household 

7,004 

300 

6,077 

5,293 

6.69 

0.35 

14 

9 

2.7 

34.2 

370  •  Hilton  Group/leisure 

6,938 

343 

7,468 

5,559 

3.71 

0.11 

13 

10 

3.6 

53.5 

371  •  Cadbury  Schweppes/bev  &  tobacco 

6,832 

1,036 

8,024 

13,470 

6.67 

0.51 

19 

11 

2.5 

37.4 

377       Granada  Group/multi-industry 

6,669 

1,411 

10,305 

16,639 

8.91 

0.74 

17 

11 

1.9 

74.4 

383  •  Scottish  Power/utilities 

6,501 

1,489 

23,728 

14,581 

7.98 

1.07 

15 

13 

3.5 

21.3 

386  •  Tate  &  Lyle  Group/food,  household 

6,461 

175 

4,862 

1.769 

3.87 

0.38 

NA 

5 

9.2 

21.5 

414  •  PowerGen/utilitles 

6,045 

1,142 

10.534 

4,266 

6.57 

1.76 

7 

5 

8.8 

7.9 

415  ■  GKN/machinery&eng 

5.983 

578 

5.434 

9,966 

13.88 

0.81 

16 

9 

0.8 

39.8 

417   •  Johnson  Matthey/multi-industry 

5.954 

176 

2,053 

2.538 

11.48 

0.81 

15 

8 

3.0 

6.1 

419  •  Peninsular  &  Oriental/shipping 

5.925 

649 

10.273 

7,029 

10.52 

0.96 

12 

8 

5.2 

62.7 

438  •  Exel"/trucking.  RR 

5,699 

109 

3,772 

5.416 

18.24 

NA 

NA 

NA 

1.8 

55.0 

443  •  Booker/trading 

5.627 

-212 

1.301 

491 

1.98 

-0.85 

11 

6 

0.0 

23.1 

455  •  Reed  Elsevier/media 

5.470 

-102 

8,522 

13.86820 

6.60 

-0.55 

20 

15 

2.5 

27.7 

461       Airtours/ leisure 

5.392 

188 

2,834 

2.592 

5.40 

0.40 

14 

9 

2.6 

19.9 

463  •  Pearson/media 

5,377 

474 

8,648 

18.418 

30.06 

0.77 

37 

28 

1.2 

23.9 

478  •  Dixons  Group/retailing 

5,202' 

307' 

2.9611 

9,210 

4.82 

0.16E 

30 

23 

1.4 

23.2 

494   •  Reuters  Group/services 

5,043            686           4.133 

21,200 

14.89 

0.48 

39 

15 

1.6 

16.7 

The  Resi 

Countries  with  f  ewe 

to 

jrtha 

ft 

n  five 

he 

3Com 

ipanii 

forld 

3S  in  the  International  500.        1 

THE  REST  OF  THE  WORLD 

Irank     Company/business 

Revenue 

(SMIL) 

Nn 

INCOME 
(SMIL) 

ASSETS 

(SMIL) 

MARKET 
VALUE 

(SMIL) 

STOCK 
PRICE 

($) 

EPS 

1999 
($) 

P/E 
2000E 

ENTERPRISE 

MULTIPLE 

YIELD 
(%) 

employees  1 
(thou)     1 

AUSTRIA 

1  351  •  Bank  Austria  Group/banking 

7.387 

518 

140.006 

5.442 

47.74 

4.50 

10 

14 

2.0 

17.3       & 

1  475  •  OMV  Group/energy 

5.236 

194 

5.174 

2.331 

86.34 

7.27 

10 

6 

2.6 

6.0       1 

97       Tyco  International/multl-lndustry 


241   •  Jardine  Matheson /multi-industry 


22.497 


1.031 


1LC75 


207 


31.693        79.478 


9.903 


4706 


3.519 


4.26 


062 


22 


0.34 


18 


16 


0.1 


5.9 


182.0 


150.0 


All  figures  except  per-share  items  are  in  millions  of  U  S  dollars.  Revenue,  net  income  and  1999  EPS  are  convened  at  an  average  rate  of  exchange  for  the  fiscal  year;  assets  are  converted  at 

icend  rate.  Revenue  figures  are  for  group  or ,    isohdated  operations  and  exclude  excise  taxes  and  duties    For  companies  with  January  through  April  fiscal  year-ends.  1999  figures 

il  ss  loted    Market  value  is  as  of  May  31.  Zi    O    •  Sponsored  ADR  or  global  registered  share.  ■  Nonsponsored  ADR    E:  Estimate    NA:  Not  available    NM:  Not  meaningful.  'Figures] 

i  lUa     Not  fully  consolidated.  "Pro  forma     r  merger  with  Ocean  Pic.  "Combined  market  value  for  Reed  and  Elsevier.  Price.  EPS.  P/E  and  yield  are  only  for  Reed.  Sources. 

I      !>asc  IBES  International  and  Exshare  \     ractSet  Research  Systems:  Morgan  Stanley  Capital  International:  Bloomberg  Financial  Markets:  IBES  Express:  Forbes. 
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Millions  Trust  Their  Financial 

Future  To  The  Principal"; 

The  Principal  Puts  Its  Trust  In  Iowa. 
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J.  Barn  Griswdl 

President  <£  Chief  Executive  Officer 

The  Principal  Financial  Group 

www.prineipal.eom 


The  Principal  Financial  Group®  is  one 
of  the  anchors  among  a  growing 
cluster  of  insurance  and  financial 
service  companies  located  in  Iowa. 
More  than  10,000  Iowans  are 
working  hard  to  make  The  Principal 
a  global  leader  in  the  financial 
services  industry.  New  initiatives 
such  as  e-banking  and  e-commerce 
are  also  making  The  Principal  one 
of  the  world's  most  innovative 
and  well-regarded  technology- 
based  companies. 

Driving  this  knowledge-based 
industry's  growth  in  Iowa  are  the  state's 
pro-business  climate,  progressive 
regulatory  environment,  and 
productive,  educated  workforce. 
"These  Iowa  advantages  provide  the 
perfect  location  for  The  Principal  to 
compete  more  effectively  in  the 
global  economy,"  says  Barry 
Griswell,  president  and  CEO. 
"We're  proud  to  call  Iowa  home  and 
highly  recommend  the  state  to  other 
growing  businesses." 

To  learn  how  you  can  gain  a 
competitive  edge  from  Iowa's 
smart  location  advantages,  call 
1-800-245-IOWA  or  e-mail 
SmartState@ided.state.ia.us. 

iow/v* 

THE  SMART  STATE  FOR  BUSINESS8 
www.smart.state.ia.us/forbes 
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MidAmerican 

ENERGY 

OBSESSIVELY  RELENTLESSLY  <T  YOim 


MAYTAG 


PIONEER  HI-BRED 
INTERNATIONAL,  INC. 


ALCOA 


Slnft      • '-  greater  des  moines 

(Ol    partnership 

ALLIANT  energy 


ft 

THE  REST  OF  THE  WORLD 

Rank    company/business 

REVENUE 
(SMIL) 

NET 
INCOME 

(SMIL) 

ASSETS 
(SMIL) 

Market 

VALUE 
(SMIL) 

Stock 

price 

($) 

EPS 
1999 

($) 

P/E 
2000E 

ENTERPRISE 
MULTIPLE 

YIELD 

(%) 

EMPLOYEES  1 
(THOU)      Jf 

CHINA 

101  •  PetroChina/energy 

21,254 

3,261 

49,675 

35,812 

0.20 

0.02 

7 

6 

0.0 

480.0       1 

360  ■  Hutchinson  Whampoa/multi-industry 

7,134 

15,098 

48,336 

49,242 

11.55 

3.54 

30 

28 

1.6 

42.5       I 

ft 

DENMARK 

456  ■  Den  Oanske  Bank/banking 

5,461 

678 

94,766 

6,149 

116.84 

12.92 

11 

39 

2.7 

12.1       g 

479  •  Tele  Danmark/telecom 

5,195 

478 

7,383 

15,325 

70.98 

2.21 

30 

11 

1.8 

17.9       1 

GREECE 

423  •  National  Bank  of  Greece/banking 

5,873 

756 

44,086 

10.739 

47.08 

3.32 

15 

1 

1.7 

17.7       | 

1 

INDIA 

100      Indian  Oil  Corp/energy 

21,710 

562 

9,148 

2.632 

3.38 

0.72 

3 

4 

5.0 

34.6       1 

341      Bharat  Petroleum/energy 

7,659 

161 

1.7901 

683 

4.55 

1.08 

3 

2 

6.2 

12.3       I 

420  •  State  Bank  of  India  Group/banking 

5.912 

471 

52,441' 

2.403 

4.57 

0.89 

5 

NA 

3.2 

239.0       I 

1 

IRELAND 

391  •  CRH/bldg  materials                                   6,417 

459 

6,669 

6.835 

17.44 

1.16 

15 

10 

0.9 

36.7       | 

495  •  Allied  Irish  Banks/banking                        5,042 

786 

67.255 

8.106 

9.28 

0.89 

10 

10 

3.4 

26.3       i 

MEXICO 

250  •  Telefonos  de  Mexico/telecom 

10,232 

2,669 

18.765 

36.357 

2.45 

0.17 

12 

7 

1.7 

72.3 

291       Banamex-Accival/banking 

8.866 

833 

31.544 

5.127 

3.27 

0.51 

6 

2 

0.0 

31.5 

372  •  Grupo  Financiero  Bancomer/banking 

6.806 

364 

26.192 

2.985 

0.48 

0.06 

NA 

3 

0.0 

2B.9 

308  •  Wal-Mart  de  Mexico/retailing 

6.456 

374 

4.462 

8.719 

2.06 

0.08 

26 

17 

0.0 

70.7 

NORWAY 

1  193  •  Norsk  Hydro/energy 

12,787 

430 

21.910         10.113 

38.64 

1.74 

11 
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7.2       1 

1  434  •  Acer/electronic  comp 

5.740 

231 

3.727 

6.455 

2.08 

0.08 

21 

44 

0.0 

4.8       1 

TURKEY 

1451       Kec  Group  multi-industry 

5.552 

25 

7.442 

5.406 

0.08 

NA 

NA 

8 

0.1 

35.6       1 

I  481  •  Sabanci  Group/multj-lndustry 

5.1881 

281' 

10.718' 

5.766 

0.01 

NA 

NA 

8 

1.0 

28.4       1 

All  figures  except  per-share  items  are  in  millions 
fiscal  year-end  rate    Revenue  figures  are  for  groi 
unless  noted    Market  value  is  as  of  May 
.nil        Not  fully  consolidated  Sour 
Financial  Marietta:  IBES  Express;  Forbes. 

320      i     ■               :     s  .   iulv  :■!,  2O0C 

)f  U.S.  dollars 
p  or  consolid, 
31.2000.  •! 

ces:  Worldsco 

Revenue,  ne 
ited  operation 
Sponsored  AD 
pe  database 

t  income  and 
s  and  exclude 
R  or  global  re 
BES  Internal! 

999  EPS  are 
excise  taxes 
Jistered  share 
onal  and  Exsl 

converted  at ; 

and  duties    F< 

■  Nonspons 

tare  via  FactS 

in  average  ra 
>r  companies 
oredADR.  E 
sf  Research  i 

e  of  exchang 
with  January 
Estimate.  N/ 
'ysfems.  Mori 

;  for  the  fiscal  y 
through  April  fi 
l  Not  available. 
an  Stanley  Cap 

ear:  assets  ar 
seal  year-enc 
NM:  Not  me 
tal  Internatio 

e  converted  at 
s.  1999  figures 
aningful.  'Figures 
nal;  Bloomberg 

W5E.JB 


■■'■■■•■  H^B 


Intelligence  +  Intelligence  =  Intelligent  Intelligence 


iebel  Systems  and  NEXIS 
accurate  business  information. 


Siebel  Systems,  the  world's  leading  provider  of  eBusiness  application  software,  and  NEXIS,  a  leading 
provider  of  online  news  and  business  information  solutions,  now  offer  a  one-click  solution  for 
merging  access  to  external  news  and  business  information  with  internal  enterprise  data  to  help 
companies  build  and  extend  enduring  customer  relationships. 

Siebel  eBriefings  allows  busy  professionals  to  integrate  NEXIS'  vast  global  news  and  business 
database  with  Siebel's  real-time  profiling  of  complete  customer  information.  Armed  with  NEXIS 
intelligence  available  within  Siebel  eBusiness  Applications,  sales  and  marketing  professionals  can 
interact  with  customers  in  a  more  personalized  manner. 


How  intelligent  do  you  want  to  be?   Siebel  and  NEXIS  give  you  intelligent  intelligence,  saving  time 
and  increasing  sales  and  marketing  effectiveness. 


To  learn  more  about  NEXIS  business 
information  solutions  call  800-227-4908 
or  visit  www.lexis-nexis.com 


To  learn  more  about  Siebel  eBusiness  Applications 
visit  www.siebel.com 
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olatility  is  the  watchword  of  this  year's  stock 
market.  Plunging  early  in  the  morning,  the 
market  can  very  easily  rebound  in  the  after- 
noon. Technology  stocks  may  tank  one  week,  then  soar 
above  300  points  in  one  day  for  no  obviously  apparent 
reason.  New  Economy  is  up,  Old  Economy  is  down.  Old 
Economy  is  up,  New  Economy  is  down.  Alan  Greenspan 
wags  his  finger  and  we  respond  like  chastened  school- 
children. What's  an  investor  to  do? 

Strong  economic  growth,  low  inflation  and  declining 
unemployment,  combined  with  unprecedented  efficiency 
of  businesses  and  workers,  are  making  some  Americans 
feel  like  they're  at  a  never-ending  party.  Fear  of  gradual- 
ly mounting  inflation  pressures,  however,  has  the  Fed 
chairman  dimming  the  lights.  He  believes  buoyant  stock 
prices  fuel  consumer  spending  and  business  investment 
so  that  overall  demand  in  the  economy  is  outstripping  supply. 

Greenspan's  goal  to  sharply  curtail  the  relentless  rise  in  equity  prices  led  him  to  advise  six  interest- 
rate  hikes  in  one  year.  Equity  values,  in  his  eyes,  should  rise  no  faster  than  household  incomes.  Not 
everyone  is  willing  to  listen,  however.  Buyers  who've  sold  their  positions  and  left  the  festivities  have  a 
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hard  time  not  plunging  back  into  the  fray.  Investors  continue  to  buy  in  the  dips,  regardless  of  impend- 
ing warnings  of  further  rate  hikes.  What  are  the  rules  in  these  volatile  times? 

"Financial  planning  is  a  process,"  stresses  Karen  Stollar  Fletcher,  CFRvice  president  and  director  of 
financial  planning  at  PNC  Advisors.  PNC  Advisors  is  the  wealth  management  unit  of  the  PNC  Financial 
Services  Group,  headquartered  in  Pittsburgh,  Pa.  Experts  still  advise  that  stocks  should  be  your  long- 
term  investment  choice.  But  focusing  on  your  portfolio's  overall  performance  rather  than  worrying  about 
each  individual  investment  can  keep  your  nerves  in  check  when  the  market  is  in  turmoil.  The  proper 

by  Cecily  Patterson 


" 


ratio  of  stocks,  bonds  and  cash 
investments,  geared  to  your  personal 
risk/ return  ratio,  diversified  along  a 
broad  spectrum,  including  foreign 
markets,  and  rebalanced  regularly, 
allows  you  to  ignore  the  market's 
volatility.  And  dollar-cost  averaging 
lets  you  avoid  investing  heavily 
at  market  peaks.  You  are  more  likely 
to  save  enough  and  less  likely  to 
panic  at  a  market  decline,  experts 


planner  functions  as  your  guide,  and 
the  plan  outlines  your  future. 

"The  process  involves  articulating 
your  goals  and  objectives,  reviewing 
the  resources  available,  evaluating 
strategies  to  meet  your  needs,  and 
designing  an  action  plan  to  initiate 
and  monitor  progress.  By  defining 
what  you  want  your  future  to  encom- 
pass, in  both  financial  and  personal 
terms,  retirement  may  offer  an  oppor- 


An  explosion  in  the  number  and  size  of 
qualified  retirement  plans  and  IRAs  in 
recent  years,  however,  means  that 


many  investors  need  to  reeducate  themselves. 


/ — 

t 

I      1 

advise,  if  you  know  what  to  expect 
from  your  portfolio,  both  in  terms  of 
probable  long-term  return  and  short- 
term  risk.  It  means  you  understand 
the  financial  process. 

An  explosion  in  the  number  and 
size  of  qualified  retirement  plans  and 
IRAs  in  recent  years,  however,  means 
that  many  investors  need  to  reedu- 
cate themselves  and  redefine  their 
financial  goals.  Whether  changing 
jobs  or  approaching  retirement,  what 
you  do  with  the  money  in  your 
qualified  plan  or  IRA  can  present 
certain  challenges. 

Some  experts  say  if  you  have  not 
done  so  before,  this  is  a  time  to  con- 
sider professional  advice.  Says  PNC  s 
Stollar  Fletcher,  "Financial  planning  is 
a  decision-making  process:  A  financial 


tunity  to  create  a  legacy  that  you  can 
enjoy  for  many  years  to  come." 

A  planner  can  help  save  you  time, 
simplify  your  financial  life  and  help 
you  make  informed  decisions. 
Common  financial  planning  situations. 
Stollar  Fletcher  notes,  may  concern 
liquidity  needs  and  resource  manage- 
ment, inflation  concerns,  excessive 
taxes,  wealth  accumulation  and 
disposition,  or  special  planning  chal- 
lenges resulting  from  a  change  in 
status  of  employment,  family  or 
lifestyle.  What  if  you  have  the  oppor- 
tunity to  retire  early,  for  instance?  A 
financial  planner  can  help  evaluate 
and  plan  for  your  future  so  that  you 
can  decide  if  that's  feasible. 

How  do  you  decide  if  a  financial 
planner  can  help  in  your  situation? 


Stollar  Fletcher  offers  these  suggestions: 

•  Decide  the  amount  of  time  you  are 
willing,  realistically,  to  dedicate  to 
managing  your  finances. 

•  Do  your  homework:  Create  a  picture 
of  where  you  are  today. 

•  Examine  your  goals  and  objectives  in 
the  short  and  long  term  to  identify 
the  expertise  you  may  need. 

•  Define  your  expectations  of  a 
client/ planner  relationship  and  the 
scope  of  the  engagement. 

"This  last  point  is  very  important," 
Stollar  Fletcher  says,  "because  often 
an  individual's  expectations  are  not 
communicated.  It's  important  to  be 
realistic  about  what  you  and  your 
planner  can  achieve  when  working 
together.  A  client  may  consult  a  plan- 
ner about  an  IRA  rollover,  for  example, 
but  expect  them  to  also  take  into  con- 
sideration estate  planning,  cash  flow 
and  beneficiaries." 

The  Role  of  a  Financial  Planner 
"When  you  think  about  a  financial  plan- 
ner, think  about  someone  who  will  func- 
tion as  an  educator,  facilitator  and 
solutions  provider,"  says  Marsha 
Flippin.  J.D..  C.L.U..  Ch.FC.  associate 
director  of  advanced  sales  and  mar- 
keting for  American  General  Life  Insur- 
ance Company.  "Financial  planners 
must  work  with  a  number  of  other  dif- 
ferent individuals  when  they  take  on  a 
client,  from  the  client's  attorney,  book- 
keeper, insurance  agent  or  tax  planner 
to  trustees  and  stockbrokers."  A  finan- 
cial planner's  goal  is  to  coordinate 
among  these  people  and  assess  the 
client's  overall  financial  picture. 

A  good  financial  planner  functions 


Have  a  vision. 


-Colin  Powell 

How  does  a  vision  become  a  plan?   What  will  your  purpose  be,  and 

how  will  you  pass  it  along  to  your  children?   At  American  General, 

we  put  over  $122  billion  in  assets  to  work  every  day  to  help  12  million  Americans 

build  the  vision  to  guide  their  families.    For  more  than  70  years,  we've  been  there. 

Providing  retirement  services,  investments,  life  insurance  and  consumer  loans. 

With  American  General,  your  vision  is  the  beginning  of  a  better  future. 

Live  the  life  you've  imagined. 


Ii 
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as  a  troubleshooter.  on  the  lookout  for 
issues  or  items  that  may  have  slipped 
through  the  cracks.  "A  planner  must  be 
proactive  about  gathering  documents 
and  information,"  says  Rippin.  "He  or 
she  can't  just  leave  it  to  these  other 
advisers  to  be  forthcoming  with  the 
information.  It's  a  matter  of  asking  the 
correct  questions,  not  only  of  the  client, 
but  also  the  client's  advisers." 

A  good  financial  planner  also  func- 
tions as  an  educator,  providing  a  great 
deal  of  information  to  the  client,  says 
Rippin.  "In  addition  to  the  obvious 
topics,  the  planner  may  also  address 
the  importance  of  disability  income  pro- 
tection, the  advisability  of  mortgage  pro- 
tection, the  importance  of  powers  of 
attorney  or  living  wills,  and  the  differ- 
ence between  the  types  of  trusts  that 
are  available  today,"  she  says. 

Once  the  financial  planner  suc- 
cessfully identifies  the  needs  of  the 
client,  says  Rippin.  he  or  she  must  then 
recommend  suitable  solutions  that 
address  those  needs.  "A  good  financial 
planner  helps  weigh  the  pros  and  cons 
of  different  solutions,"  says  Rippin. 
"Which  is  the  best  solution?  Which  has 
the  best  tax  ramifications?  Which  is  the 
most  cost-effective?  These  and  other 
considerations  should  be  addressed 
when  selecting  the  most  suitable  solu- 
tion for  the  client." 

Rnancial  planning  doesn't  stop  when 
solutions  are  implemented.  Rippin 
notes.  "This  is  an  ongoing  process.  The 
financial  plan  needs  to  be  updated  at 
least  annually  and  more  frequently  if 
there  are  changes  in  the  client's  life 
or  goals." 

When  choosing  a  financial  planner. 


look  to  trusted  friends  or  advisers  for 
referrals.  "The  key  is  finding  someone 
with  credentials,  who  has  experience 
and  is  a  good  listener,  you  feel  com- 
fortable with."  says  Rippin. 

A  particularly  valuable  resource  when 
starting  your  search  for  a  financial  plan- 
ner, says  PNC's  Stollar  Retcher.  is 
the  Certified  Rnancial  Planner  Board  of 
Standards'  Web  site:  www.cfp-board.org. 
Under  the  "consumers"  section,  the 
CR3  board  offers  a  helpful  list  of  ques- 
tions to  ask  a  prospective  planner. 
These  include: 

•  What  experience  do  you  have? 

•  What  are  your  qualifications? 

■  How  much  do  you  charge,  and  on 
what  is  it  based? 

•  What  is  your  approach  to  financial 
planning? 

This  site  also  provides  a  checklist  for 
you  to  take  with  you  and  fill  out  during 
your  interview,  as  well  as  links  to  other 
pertinent  sites. 

'Most  planners  are  passionate 
about  their  work  because  they  have  wit- 
nessed the  results  of  a  good  plan," 
says  Stollar  Retcher.  "The  investment 
you  make  in  the  selection  process  will 
pay  dividends  in  the  long  term." 

Concentrated  Portfolios 

The  average  U.S.  equity  fund  holds  138 
securities,  which  is  considered  a  sound 
investment  approach  by  most  fund 
managers.  In  recent  years,  however, 
many  managers  have  been  reassess- 
ing the  benefits  of  painng  concentrated 
funds  with  more  diversified  funds  in  an 
overall  portfolio. 

"I  can't  understand  why  an  investor 
would  put  money  into  a  business  that 


is  his  20th-favorrte  choice  rather  than 
simply  add  that  money  to  his  top 
choice."  says  Warren  Buffett.  whose 
Berkshire  Hathaway  fund  offers  a  strik- 
ing example  of  a  concentrated  portfolio. 

"We  are  among  the  growing  group  of 
investment  professionals  who  are  advo- 
cating a  different  portfolio  approach." 
says  Pete  Greenley.  spokesperson  for 
Montgomery  Asset  Management.  "We 
think  a  portfolio  should  have  as  its  core 
investment  a  well-diversified  mutual 
fund  that  attempts  to  replicate  the 
market's  performance  either  through  a 
U.S.  growth  fund  or  an  index  fund.  We 
think  this  core  investment  should  then 
be  supported  by  alternative  approach- 
es like  concentrated  portfolios." 

In  a  concentrated  portfolio,  talent- 
ed portfolio  managers  focus  on  their 
best  stock  ideas  rather  than  include 
other  stocks  (whose  growth  potential 
may  be  lower)  simply  to  meet  the 
needs  of  diversification.  Some  exam- 
ples of  concentrated  funds  may  be 
ones  that  focus  on  emerging  markets, 
the  global  marketplace  or  U.S.  equi- 
ties. The  main  point  of  a  concentrat- 
ed fund  is  that  it  usually  invests  in  no 
more  than  20  to  30  stocks  at  a  time. 

"A  more  diversified  fund,  with  100 
or  more  holdings,  may  offer  some 
cushion  on  the  downside."  says 
Greenley.  "but  the  trade-off  may  mean 
that  its  upside  potential  is  limited. 
The  manager  of  a  concentrated  fund 
doesn't  have  to  dilute  his  or  her  most 
promising  picks  simply  to  maintain 
what  convention  says  is  the  requisite 
amount  of  diversification." 

A  portfolio  consisting  of  relatively 
few  securities  also  has  the  potential 
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Franklin  Federal  Tax-Free  Income 

5* 

4* 
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5* 

Franklin  High  Yield  Tax-Free  Income* 

5* 

4* 

5* 

5* 

Franklin  Insured  Tax-Free  Income 

4* 

4* 

4* 

4* 

Franklin  Fed.  Interm-Term  Tax-Free  Income 

4* 

4* 

4* 
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Franklin  CA  Insured  Tax-Free  Income 

4* 

4* 

4* 

4* 

Franklin  CA  Interm-Term  Tax-Free  Income 

5* 

5* 

5* 

n/a 

Franklin  FL  Tax-Free  Income 

5* 

4* 

4* 

5* 

Franklin  Ml  Insured  Tax-Free  Income 

4* 

4* 

4* 

4* 

Franklin  NJ  Tax-Free  Income 

4* 

4* 

4* 

4* 

Franklin  NY  Insured  Tax-Free  Income 

4* 

4* 

4* 

n/a 

Franklin  NY  Interm-Term  Tax-Free  Income 

5* 

5* 

5* 

n/a 

Franklin  NY  Tax-Free  Income 

5* 

5* 

5* 

5* 

Franklin  OH  Insured  Tax-Free  Income 

4* 

4* 

4* 

4* 

Franklin  PR  Tax-Free  Income 

4* 

4* 

4* 

4* 

WHY  GO  WITH  A  CANDIDATE  with  less  than  the 
proven  record?  While  past  performance  is  no  guarantee  for 
the  future,  the  results  are  there  to  see:  a  variety  of  Franklin 
Tax-Free  Income  Funds  have  been  honored  with  4-  and  5- 
star  ratings  in  the  tax-free  category  by  Morningstar.  The 
funds  were  rated  among  1,690,  1,441,  and  408  municipal 
bond  funds  for  the  three-,  five-  and  ten-year  periods  end- 
ing 5/31/00,  respectively'  The  fact  is,  Franklin  is  one  of 
the  country's  largest  tax-free  income  fund  managers  with 
$44  billion  in  tax-free  fund  assets  under  management.  A 
pioneer  in  the  tax-free  mutual  fund  concept,  Franklin 
introduced  its  disciplined  and  diversified  investment 
approach  in  1977.  Today  the  number  of  tax-free  fund 
shareholder  accounts  has  grown  to  more  than  775,000. 
To  learn  more,  mail  the  postage-paid  card.  Or  call  us 
directly  at  1-800-FRANKLIN  Ext.  F633. 


FRANKLIN  TAX-FREE  INCOME  FUNDS 

KEEP    MORE    OF    WHAT   YOU    EARN 


Franklin  Templcton  Distributors,  Inc.,  777  Mariners  Island  Boulevard,  San  Mateo,  CA  94404  www.franklintemplcton.com  Call 
for  free  prospectuses  containing  more  complete  fund  information,  including  sales  charges,  expenses  and  risks.  Please  read  them  care- 
fully before  you  invest  or  send  money.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  5/31/00. 
The  ratings  arc  subject  to  change  every  month  and  are  calculated  from  the  funds'  three-,  five-  and  ten-year  average  annual  returns 
m  excess  of  90-day  Treasury  bill  returns  with  appropriate  sales  charge  adjustments  and  a  risk  factor  that  reflects  fund  performance 
below  90-day  T-bill  returns.  The  top  10%  of  the  funds  in  a  broad  asset  class  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next 
35%  receive  3  stars,  the  next  22.5%  receive  2  stars  and  the  bottom  10%  receive  1  star.  Ratings  are  for  Class  A  shares  only;  other 
Jasses  may  vary.  For  investors  subject  to  federal  or  state  alternative  minimum  tax,  all  or  a  portion  of  these  dividends  may  be  sub- 
*ct  to  such  tax,  depending  on  the  fund.  Distributions  of  capital  gains  and  of  ordinary  income  from  accrued  market  discount,  if 
my,  are  generally  taxable.  "High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  securities  in  the  fund's  port- 
isuo  and,  in  some  cases„the  lower  market  prices  for  these  instruments.  Past  performance  docs  not  guarantee  future  results. 
-OB7/00 
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I  ons  to  follow.  One  solution 
involves  using  a  'Stretch*  IRA.  while 
the  other  focuses  on  charitable  giving. 
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C  Advisors  combines  exhaustive  research,  unparalleled  investment 
erience,  and  personalized  service  to  help  our  clients  achieve  their  personal 
mcial  goals.  How  have  we  done?  Ask  the  10,000  millionaires  among  our 
nts.  For  more  information,  call  1-888-PNC-7030,  or  visit  www.pnc.com. 
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The  Thinking  Behind  The  Money. 


W  The  PNC  Financial  Services  Group,  Inc.  PNC  Advisors  is  a  service  mark  of  The  PNC  Financial  Services  Group.  Inc.,  for  investment  management,  banking  and  fiduciary  s<  i 
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death  at  85.  At  this  point,  his  82-year- 
old  widow  inherits  the  IRA  and  rolls  the 
account  into  her  own  account,  naming 
her  40-year-old  daughter  as  the  benefi- 
ciary, choosing  a  joint  life  minimum  dis- 
tribution method. 

"Estate  and  income  taxes  are 
reduced,  sometimes  substantially,  this 
way,"  Schneider  says.  "By  attaching  a 
younger  beneficiary,  whose  life 
expectancy  is  longer,  the  minimum 
required  distribution  amount  is  much 
lower."  With  less  coming  out  of  the  IRA, 
more  is  left  to  grow  tax-deferred.  Sup- 


Charitable  Giving  and  IRAs 

"Because  of  their  built-in  estate  and 
income  tax  liability,  IRAs  may  be  a 
ticking  tax  bomb  for  IRA  holders," 
says  Martyn  Babitz,  vice  president, 
estate  planning  for  PNC  Advisors. 
Consequently,  says  Babitz,  they  are 
ideal  assets  with  which  to  fund  a 
charitable  gift  at  death.  The  value  of 
the  assets  in  the  IRA  will  be 
deductible  for  federal  (and  usually 
state)  gift  and  estate  tax  purposes  to 
the  extent  of  the  amount  passing 
from  the  IRA  to  charity.  In  addition, 


Stretch  IRA  planning,  if  structured  correctly, 
can  provide  future  financial  support  not  only  for 
your  children,  but  for  your  grandchildren  as  well. 


posing  the  widow  dies  three  years 
later,  the  IRA  can  continue  to  grow  tax- 
deferred  over  the  remaining  life 
expectancy  of  the  daughter,  which 
would  be  approximately  40  years. 
Assuming  an  annual  rate  of  return  of 
8%  over  this  period  and  minimum 
required  distributions,  the  value  of  the 
IRA  could  grow  to  $9.6  million. 

Stretch  IRA  planning  seems  simple 
in  theory,  but  both  Jones  and  Schneider 
stress  that  it  can  become  complicated 
quickly.  "Each  situation  brings  different 
factors  into  the  equation,"  says  Jones. 
"Should  I  break  my  IRA  up  into  four 
IRAs,  one  for  each  child  or  grandchild? 
Should  I  just  have  one  IRA  with  joint 
beneficiaries?  Individuals  need  to  con- 
sult with  their  own  tax  advisees  about 
their  particular  situations  and    ials." 


distributions  from  the  IRA  to  charity 
will  avoid  federal  and  state  income 
tax.  When  combined  with  a  Charitable 
Remainder  Trust  (CRT),  the  gift  of  the 
IRA  can  also  provide  an  income 
stream  for  family  members. 

Babitz  devises  a  scenario  in  which 
the  IRA  is  transferred  to  the  wife  upon 
her  husband's  death,  and  then  a  CRT 
is  used  upon  the  wife's  death.  "There 
are  no  income  taxes  paid  upon  trans- 
fer to  the  CRT,"  says  Babitz.  "The  CRT 
makes  payments  to  the  children  for  a 
number  of  years  —  up  to  20,  which 
you  determine  when  you  arrange  the 
trust  —  and  at  the  end  of  the  speci- 
fied time,  the  remaining  funds  go  to 
charity."  The  value  of  the  IRA  is 
reduced  for  estate  tax  purposes  by 
the  actuarial  value  of  the  remainder 


interest  payable  to  charity.  Income  tax 
is  paid  only  on  the  underlying  IRA 
asset,  which  has  passed  to  the  CRT 
to  the  extent  distributions  are 
received,  at  that  time,  by  the  children. 
The  original  client  could  also  use 
some  of  the  IRA  money  to  buy  life 
insurance  on  the  surviving  spouse  to 
replace  some  of  the  money  that  will 
be  lost  to  taxes  and  charity. 

"This  is  just  one  of  many  strategies 
a  professional  adviser  may  offer  his  or 
her  clients,"  says  Richard  S.  Aronson, 
managing  director  of  planning  and 
fiduciary  services 
for  PNC  Advisors. 
Before  deciding  on 
any  technique,  he 
says,  the  client  and 
adviser  must  have 
a  thorough  under- 
standing of  three 
major  issues:  the  nature  of  their  invest- 
ment risk  tolerance  and  their  return 
expectations  both  for  them  and  their 
children;  their  goals  for  the  disposition 
of  their  estate;  and  sound  tax  plan- 
ning, which  involves  using  tools  such 
as  the  CRT. 

"When  those  three  items  are  in  bal- 
ance," says  Aronson,  "you  can  not  only 
achieve  the  client's  objectives,  but  also 
may  achieve  some  unanticipated  ben- 
efits: in  this  case,  appropriate  disposi- 
tion of  money  to  charity.  It  is  also  desir- 
able to  bring  the  family  up  to  the  level 
of  wealth  replacement  through  the 
strategic  use  of  insurance  planning 
that  taxes  may  have  depleted.  It's  a 
little  bit  of  work,  but  it's  important  to 
consider  future  generations  throughout 
the  planning  process."  ■ 
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An  investment  innovation  designed  to  meet  the  needs 
of  today's  savvy  investor. 

Stock  Solutions  from  The  Montgomery  Funds  combines  our  experts' 
top  stock  picks  with  fast  access  to  up-to-date  stock  information  online. 

The  first  offering  in  the  Stock  Solutions  series,  Montgomery  U.S.  Select  20. 

is  a  concentrated  stock  portfolio  containing  20  to  30  of  the  best  ideas  from 
Montgomery's  highly  respected  experts.  You  can  access  current  details  about 
those  holdings  along  with  our  buy-and-sell  rationale — right  from  your  desktop,  24/7. 


Research  Paper 

FREE 

on  Concentrated 
Investing 


Visit  www.montgomeryfunds.com  or  call 

1  -800-572-FUND  [3863]  for  a  current  prospectus 

and  account  application* 


Invest  u  isi 
The  Montgomery  Finds 


www-montgomeryfunds  com 


800. 572. FUND  13863] 


For  more-complete  informotion  about  Montgomery  U.S.  Select  20  Portfolio,  including  fees,  charges  and  expenses,  visit  our  Web  site  or  coll  for  o  prospectus  to  read  carefully  before  you  invest.  Portfolios  that  concen 
trote  their  investments  in  a  specific  industry,  sector  or  relatively  small  number  of  stocks  are  subject  to  a  higher  degree  of  risk  than  more-diversified  portfolios.  Stock  Solutions  portfolios  may  not  be  suitable  for  all  investors. 

Montgomery  intends  to  post  portfolio  holdings  every  week,  which  could  pose  the  risk  of  investors  using  such  informotion  to  the  detriment  of  the  Portfolio.  In  order  to  help  mitigate  this  potential  risk,  the  information 
will  only  be  provided  to  the  Portfolio's  current  shareholders  and  will  be  posted  on  a  time-delayed  basis  of  approximately  two  weeks. 

'Investments  in  Stock  Solutions  portfolios  con  on(y  be  mode  directfy  through  The  Montgomery  Funds.  FUNDS  DISTRIBUTOR,  INC.  04/00 
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AYBE   IT   S   TIME   FOR  A  CHANGE. 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
tor  millions  of  educators  and  researchers.  Now,  our  low-cost,  high-quality 
personal  retirement  annuities,  IRAs,  mutual  fund-,  and  financial 
counseling  services  are  available  to  everyone. 

bn't   it  time  you  find  out  more  about  the  company  whose  customer 
service  reputation  Barron's  calls,  "top-of-the-line".1*  Call  BOO 226-0147  tor 
more  information  about  TIAA-CREF's  products  and  services,  including 
charges  and  expense^,  or  mutual  fund  and  personal  annuity  prospecti 
Please  read  them  carefully  before  you  invest  or  ->end  money. 


Ensuring  the  future  for 
those  who  shape  it 


RETIREMENT  INSURANCE 


MUTUAL    FUNDS 


TRUST   5ERVICES 


TUITION    FINANCING 


*v  subject  to  state  approval     '  Source  Barron's.  January  1999    TIAA-CREF  Individual  and  Institutional  Services.  Inc  distributes  CREF  certifi- 

the  TIAA  Real  Estate  Account  Teachers  Personal  Investor  Services.  Inc  distnbutes  the  variable  component  of  the  personal  annuities, 

ind  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities  TIAA-CREF  Trust 

les  Trust  Services  ©  2000  TIAA-CREF  K  I    .    Investment  products  are  not  FDIC  insured  may  lose  value  and  are  not  bank  guaranteed 
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THE  INTERNATIONAL  500 


Global 
Giants 

The  largest  100 
U.S.  multinationals. 


BY  BRIAN  ZAJAC 

OLD  ECONOMY  COMPANIES  STILL 
dominate  the  top  of  our  list  of 
global  giants,  but  New  Economy 
companies  are  rapidly  gaining  ground. 

Oil  behemoth  ExxonMobil  owns  the 
top  spot,  with  $115  billion  in  revenue 
from  abroad,  more  than  twice  as  much 
as  number  two  IBM  (even  before  Exxon 
and  Mobil  merged  in  November  their 
foreign  revenues  were  large  enough  to 
place  them  first  and  seventh,  respec- 
tively). But  ExxonMobil's  revenues  are 
growing  in  the  single  digits. 

Most  of  the  explosive  growth  abroad 
is  coming  from  companies  whose  for- 
tunes are  tied  to  the  Internet  or 
telecommunications.  Cisco  Systems 
(67),  Lucent  Technologies  (19)  and  In- 
gram Micro  (23)  each  posted  foreign 
revenue  growth  greater  than  40%. 

Here's  one  Old  Economy  company 
that's  still  going  gangbusters  overseas: 


Wal-Mart.  The  discount  retailer's  foreign 
sales  shot  up  86%  by  virtue  of  its  pur- 
chase of  ASDA,  the  $14-billion-in-sales 
U.K.  supermarket  chain.  Five  years  ago 
Wal-Mart  could  not  be  found  among  the 
100  largest  multinationals.  It's  now 
ranked  ninth. 


During  1999  the  euro  lost  14%  of  its 
value  against  the  dollar,  which  in  part 
explains  why  20%  of  our  multination- 
als posted  a  decline  in  foreign  revenues. 
Among  the  hardest  hit:  Gillette,  Gen- 
eral Motors  and  Walt  Disney. 

Figures  are  from  latest  fiscal  results.  F 


THE  LARGEST  100  U.S.  MULTINATIONALS 

RANK  COMPANY 

REVENUE 

MET  PROFIT1 

ASSETS2                                1 

FOREIGN 
($MIL) 

% 
CHANGE 

TOTAL 

(SMIL) 

% 
CHANGE 

FOREIGN 

AS% 
OF  TOTAL 

FOREIGN 

(SMIL) 

TOTAL 
($MIL) 

FOREIGN 

AS% 
OF  TOTAL 

FOREIGN 
($MIL) 

TOTAL 
(SMIL) 

FOREIGN   1 

AS  %       1 

OF  TOTAL  1 

1      ExxonMobil 

115,464 

8.5 

160.883 

11.2 

71.8 

5.3103 

8.467 3 

62.7 

60,130 

94.043            63.9          | 

2      IBM 

50,377 

8.7 

87.548 

7.2 

57.5 

3,825 

7,712 

49.6 

14,969 

34,278            43.7 

3      Ford  Motor 

50,138 

14.4 

162,558 

12.6 

30.8 

NA 

7,237 

NA 

22.014' 

49,752' 

44.2 

4      General  Motors 

46,485 

-6.6 

176,558 

13.6 

26.3 

3,279s 

5,929  s 

55.3 

12,641* 

33,275* 

38.0 

5      General  Electric 

35,350 

13.0 

111,630 

11.1 

31.7 

3.9266 

17,230 6 

22.8 

19,447 

41,022 

47.4 

6      Texaco 

32,790' 

14.8 

42.433' 

15.7 

77.1 

637 

1,177 

54.1 

7,109 

15.739 

45.2 

7      Citigroup 

28,749 

9.4 

82,005 

7.3 

35.1 

NA 

9,994 

NA 

239,889B 

585.7188 

41.0 

8      Hewlett-Packard           23,398 

8.7 

42.370 

7.5 

55.2 

1,801 

3,104 

58.0 

2.231* 

4,333' 

51.5 

9     Wal-Mart  Stores           22,728 

85.6 

165,013 

19.9 

13.8 

8176 

9.995 6 

8.2 

25.3309 

70,349s 

36.0 

10     Compaq  Computer         21,174         23.2 

38,525 

23.6 

55.0 

577 

569 

101.4 

917 

3,249 

28.2 

From  continuing  operations.  2Long-lived  assets.  3Net  income  before  corporate  expense.  'Property,  plant  and  equipment,  net.  5Net  income  before  minority  interest    Operating  profit. 
Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  affiliates.  eAverage  assets.  'Total  assets.  NA:  Not  available. 
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Vision  is  achieved  when  you  look  at 
the  world  through  your  own  eyes. 


VISION 


KNOWLEDGE 


OPPORTUNITY 


Expand  your  vision  and  knowledge  to  enrich  your  business  and  personal  life. 
A  new  way  to  learn  about  opportunities  in  today's  world. 


I   x  WProwledge  >  — 

I   +  AcportunityJ 


#chieve?v 


coming 
fall  00 


We  invite  you  to  contact  your  local  cable/satellite  provider  to  ask  how  you  can  receive  flchieverv. 
If  you  would  like  more  information,  please  contact  us  (toll  free)  l-877-707-WATV(9288)  or  www.achieverv.com. 
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We'll  even  show  you  the  secret  investor's  handshake. 
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I  Name  Game 

Foreign  companies  continue  to  lust  after 
American  businesses  that  own  famous  brands. 


BY  KURT  BADENHAUSEN 

BRITAIN'S  UNILEVER  LEVERAGED 
an  arsenal  of  400  brands  last  year 
to  generate  revenue  of  $41.4  bil- 
lion and  operating  income  of  $5.5 
billion.  But  the  purveyor  of  Lipton  iced 
tea,  Elizabeth  Arden  makeup  and 
Degree  antiperspirant — each  a  hugely 
ssful  brand  in  the  U.S. — is  hungry 
I  )  •  Yankee  dollars.  This  June  I  ni- 


lever  agreed  to  pay  $24.3  billion  for 
Bestfoods,  makers  of  Hellmann's  may- 
onnaise and  Skippy  peanut  butter. 
And  in  May  Unilever  snapped  up  ice 
cream  maker  Ben  &  Jerry's  for  $326 
million. 

Buying  popular  U.S.  brands  has  long 
been  a  way  for  foreign  companies  to 
gain  instant  market  share  here.  Exam- 
ples: Swiss  food  giant  Nestle  bought 


Alpo,  Stouffer's  and  Kit  Kat.  Britisl 
based  Diageo  purchased  Pillsbui 
Burger  King  and  Green  Giant.  Rupej 
Murdoch's   Australian-based    Nev 
Corp.  acquired  TV  Guide,  the  New  Vo/j 
Post    and    baseball's    Los    Angel^ 
Dodgers. 

It's  not  surprising  that  this  trend  hJ 
accelerated  in  recent  years.  Where^ 
tangible  assets  like  plant  and  equip, 
ment  drove  a  company's  value  duri 
much  of  the  past  century,  intangible  i 
sets  such  as  brands,  patents  and  tr 
marks  are  what  create  value  today. 

Last  year  foreign  companies  spentl 
record  $283  billion  in  the  U.S.,  eithj 
starting  new  companies  or  acquirii 
existing  ones,  a  31%  increase  over 
previous  year,  according  to  the  Depa 
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Last  year  foreign  companies  spent  a  record 

$283  billion  in  the  U.S.,  a  31%  increase  over 

the  previous  year.  More  than  70%  of  that 

monev  came  from  Europe. 


ment  of  Commerce.  More  than  70%  of 
the  outlays  came  from  Europe.  Broad- 
casting and  telecom  ($80  billion)  were 
the  leading  sectors  for  investment,  fol- 
lowed by  finance  and  insurance  ($47 
billion)  and  computers  and  electronic 
products  ($32  billion). 

Among  the  U.S.  companies  scooped 
up  last  year  were  several  with  well- 
known  brands:  BP  Amoco  purchased 
Atlantic  Richfield  (Arco),  Royal  Ahold 


acquired  Giant  Food  and  Grupo  Carso 
bought  CompUSA. 

Look  for  more  of  the  same  this  year. 
In  June,  for  example,  French  water 
supplier  Vivendi  and  its  pay- TV  sub- 
sidiary, Canal  Plus,  spent  $34  billion 
to  buy  Seagram,  which  owns  Universal 
Studios  and  PolyGram.  That  same 
month  Alliance  Capital  Management, 
which  is  indirectly  controlled  by  the 
French    insurance    company    AXA 


Group,  agreed  to  buy  Sanford  C.  Bern- 
stein, a  money  manager  highly  re- 
garded for  its  research. 

The  list  that  starts  below  is  com- 
posed of  the  100  companies  with  the 
largest  U.S.  presence,  measured  by  sales 
of  their  U.S.  subsidiaries  and  any  equity 
stakes  they  own  in  U.S.  companies. 
Total  revenues  for  these  companies 
were  up  13%  from  last  year  to  $861  bil- 
lion. U.K.  and  German  companies 
dominated  our  list  once  again.  Both  the 
United  Kingdom  and  Germany  had 
more  than  30  U.S.  investments  on  the 
list,  with  revenues  totaling  $210  billion 
and  $196  billion,  respectively. 

Among  those  falling  off  last  year's  list 
were  BG  Pic,  which  sold  its  shares  in 
Dynergy,  and  BCE,  which  spun  off  more 
than  90%  of  its  stake  in  Nortel  Net- 
works to  its  shareholders.  F 


THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 

Irank  foreign  investor 

COUNTRY 

US  INVESTMENT 

% 

INDUSTRY 

REVENUE 

INCOME1 

ASSETS 

OWNED 

(SMIL) 

(SMIL) 

(SMIL) 

1        DaimlerChrysler  AG* 

Germany 

DaimlerChrysler  Corp 

100 

automotive 

73,144 

NA 

82,722 

Freightliner 

100 

commercial  vehicles 

10,469 

NA 

3,601 

Mercedes-Benz  US  Intl 

100 

automotive 

2,458 
86,071 

NA 

901 

2        BP  Amoco  PIC 

UK 

BP  Amoco 

100 

energy 

38,786 

3,001 

27,348 

Atlantic  Richfield 

100 

energy 

13,055 
51,841 

2,509 

26,272 

3        Royal  Ahold' 

Netherlands 

Ahold  USA 

100 

supermarkets 

19.344 

954 

7,226 

US  Foodservice 

100 

food  service  distribution 

6.198 
25.542 

212 

2,013 

4        Sony* 

Japan 

Sony  Music  Entertainment 

100 

music 

Sony  Pictures  Entertainment 

100 

film 

21.117 

918 

NA 

Sony  Electronics 

100 

consumer  electronics 

5        Royal  Dutch/Shell  Group' 

Netherlands/UK 

Shell  Oil 

100 

energy,  chemicals 

18.438 

2,486 

26,111 

6        Toyota  Motor' 

Japan 

Toyota  Motor  Mfg 

100 

automotive 

10.600  E 

NA 

NA 

New  United  Motor  Mfg 

50 

automotive 

4,700  E 

NA 

NA 

Dcnso 

Japan 

Oenso  International  America 

100 

automotive  systems 

2,563 
17,863  E 

NA 

1,888 

7        Diageo* 

UK 

Burger  King 

100 

fast  food 

10.900 

NA 

NA 

Pillsbury 

100 

food  processing 

5,936 

NA 

NA 

Utd  Distillers  &  Vintners  (US) 

100 

wines  and  spirits 

703 
17.539 

NA 

NA 

8        ING  Group* 

Netherlands 

ING  North  America  Insurance 

100 

insurance 

14.197 

442 

NA 

ING  Barings  (US) 

100 

financial  services 

800 
14.997 

-75 

NA 

9        Deutsche  Bank  AG* 

Germany 

Deutsche  Bank  Americas 
OB  Alex  Brown 

100 
100 

financial  services 
financial  services 

14.500  E 

NA 

270.000 

Note:  Some  foreign  investors  on  the  list  owi.  U  ;     ^mpames  indirectly  through  companies  in  italics.  'Publicly  traded  in  the  U.S.  in  shares  or  ADRs.    Earnings  before  interest  and 
taxes.  E:  Estimate.  NA:  Not  available 
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FORUM 


The  rapid  evolution  of  the  Internet  has  impacted  all  sides  of  the  advertising  business.  Agencies, 
advertisers  and  service  providers  must  stay  on  the  trends  that  could  make  or  break  them. 
At  Jupiter's  5th  annual  Online  Advertising  Forum,  these  three  distinct  categories  of  online 
players  will  discover  the  strategies  that  will  allow  them  to  capitalize  on  the  Web's  unique 
marketing  capabilities. 

iline  Advertising  Forum  will: 

•  Uncover  the  opportunities  and  pitfalls  that  are  emerging  as  the  advertising  industry  continues  to  move  online 

•  Identify  the  best  practices  for  advertising  spending  for  established  players  and  start-ups 

•  Evaluate  the  new  technologies  and  trends  that  are  revolutionizing  the  advertising  business 

•  Develop  strategies  for  integrating  your  off  and  online  advertising 

•  Assess  the  advertising  and  marketing  strategies  that  that  are  creating  the  most  revenue  possibilities 

This  forum  emphasizes  the  value  proposition  for  advertisers,  ad  revenue  strategies  for  online  publishers,  the 
expanding  creative  and  technological  options,  as  well  as  general  trends  within  the  industry.  At  this  must-attend 
industry  event,  you  will  find  the  panels,  people  and  provocative  discussion  that  will  stimulate  new  ideas,  assist  in 
the  formation  of  new  partnerships  and  prepare  you  for  the  demands  of  the  online 
advertising  industry. 


rHO  ATTENDS 


)TOP  EXECUTIVES  (P.. 
)  VPS  AND  DIRECTORS 
) MANAGERS 
)  ACCOUNT  EXECUTIVES 


'•S.--5J   «»«■• 


FOs,  ClOs)         O  AD  AGENCIES 

O  AD  TOOLS/AD  TECHNOLOGY  COMPANIES 
O  CONSUMER  BRAND  COMPANIES 
O  BACK-END  TECHNOLOGY  PLAYERS 
O  MAJOR  RETAILERS 
O  CONSUMER  PORTAI 


To  register  and  for  more  information,  visit  jup.com/even1s/advertising 

Call  800-773-4545  or  212-780-6060  x6424  E-mail 

customerservice@jup.com 

•••• 
For  sponsorship  and  exhibit  opportunities  "" 

Contact  Faine  Speyer  at  917-534-6118,  E-mail  faine@jup.com 
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THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 

RANK    FOREIGN  INVESTOR 

COUNTRY 

US  INVESTMENT 

% 

OWNED 

INDUSTRY 

REVENUE 

(SMIL) 

INCOME1 

(SMIL) 

ASSETS 

(SMIL)     5 

10       Tyco  International* 

Bermuda 

Tyco  International  (US) 

100 

diversified  mfg  &  services 

14,409 

NA 

21,434 

11       Siemens  AG' 

Germany 

Siemens  US 

100 

electronics 

14,350 

NA 

NA 

12       Vodafone  AirTouch* 

UK 

Verizon  Wireless 

45 

telecommunications 

14,000  E 

NA 

NA 

13       AXA  Group* 

France 

AXA  Financial* 

GO 

financial  sevices 

13,371 

2.491 

207,554 

14       Petroleos  de  Venezuela 

Venezuela 

Citgo  Petroleum 

100 

refining,  marketing 

13,317 

305 

5,907 

15       Honda  Motor* 

Japan 

Honda  of  America  Mfg 

100 

automotive 

13,100  E 

NA 

NA 

16       Nestle  SA* 
L'Orear 

Switzerland 
France 

Nestle  USA 
Alcon  Laboratories 
Cosmair  (US) 

100 
100 
100 

food  &  beverage 
pharmaceuticals 
cosmetics 

10,399 

2,400 
12,799 

NA 
NA 

NA 
NA 

17       Nortel  Networks* 

Canada 

Nortel  Networks  (US) 

100 

telecommunications 

12,750 

NA 

NA 

10       Delhaize  Le  Lion  SA 

Belgium 

Delhaize  America* 
Super  Discount  Markets 

44 

60 

supermarkets 
supermarkets 

10,879 

315 

11.194 

588 
7 

3,973 
NA 

19       E.On* 

Germany 

VESA  (US) 
Viag  (N  America) 

100 
100 

energy,  chemicals 
logistics,  chemicals 

8,212 

2,920 

11,132 

74 
NA 

NA 
3,455 

20      Aegon  NV* 

Netherlands 

Aegon  USA 

100 

insurance                                11,003 

NA 

131,590 

21       Zurich  Allied/Allied  Zurich* 
Zurich  Financial  Services 

Switzerland/UK 
Switzerland 

Zurich  Group  (US) 
Farmers  Group 

Scudder  Kemper  Investments 
Zurich  Reinsurance  Centre 

100 

100 

73 

100 

insurance 

insurance 

asset  management 

reinsurance 

5,257 
3,463 
1,197 
1.158 
11,075 

1.000 

1.146 

83 

92 

31,462 

12,796 

2,579 

5,158 

22       ABNAmro  Holding* 

Netherlands 

ABN  Amro  (N  America) 
European  American  Bank 
ABN  Amro  Chicago 

100 
100 

100 

banking 
banking 

investment  banking 

10,965 

NA 

NA 

23       Prudential  Corp  Pic' 

UK 

Jackson  National  Life 
Jackson  National  Life  of  NY 

100 
100 

insurance 
insurance 

10.480 

139 

10,619 

472 
-5 

39,356 
161 

24       News  Corp* 

Australia 

News  America 

100 

media,  publishing 

10,163            1.236 

16,207 

25       Tengelmann 

Germany 

Great  A&P  Tea* 

55 

supermarkets 

9.993               208 

3.336 

26       Skandia  Insurance 

Sweden 

American  Skandia 

100 

insurance                                    9,940                373 

34.680 

27       Credit  Suisse  Group* 

Switzerland 

Credit  Suisse  First  Boston 

100 

banking 

9.753 

1,741 

275.224 

20       Matsushita  Electric* 

Japan 

Matsushita  Elec  Corp  America 

100 

electronics 

9.200 

NA 

NA 

29       Seagram* 

Canada 

Universal  Group 

Joseph E Seagram  &  Sons 

100 
100 

film,  music 
beverages 

9,000 

NA 

20.000 

30       Unilever* 

Netherlands/UK 

Unilever  (US) 

100 

food,  personal  products 

0.935 

984 

NA 

31       Bayer  AG*                            i    Germany 

Bayer  Corp 

100 

healthcare,  chemicals 

0.920 

521 

10.479 

32       Canon* 

Japan 

Canon  USA 

100 

office  &  photographic  equip 

0.009 

275 

2,922 

33       Bridgestone* 

Japan 

Bridgestone/Firestone 

100 

tires,  rubber 

0.400 

602 

5.827 

34       Henkol' 

Germany 

Clorox* 
Ecolab* 

Henkel  of  America 
Group 

26 
25 

100 
100 

household  products 
chemicals 

chemicals,  adhesives 
adhesives 

4.003 
2.080 
1.514 
768 
0.365 

707 

290 

55 

42 

4,132 

1.586 

NA 

NA 

I  foreign  investors  on  the  lis 
Hrntta    NA:  Not  available. 
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100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 

RANK 

FOREIGN  INVESTOR 

COUNTRY 

US  INVESTMENT 

% 

OWNED 

INDUSTRY 

REVENUE 

(Smil) 

INCOME1 
(SMIL) 

ASSETS 
(SMIL) 

35 

TotalFinaElf 

France 

TotalFina  (N  America) 
Elf  Aquitainelnc 

100 
96 

energy 
chemicals 

5,759 
2,562 
8,321 

NA 

NA 

NA 
2,551 

36 

NovartisAG- 

Switzerland 

Novartis  (US) 
Chiron* 

100 
44 

pharmaceuticals,  chemicals 
biotechnology 

7,524 

763 

8.287 

NA 
83 

4,001 
2,459 

37 

Roche  Holding  AG* 

Switzerland 

Hoffmann-La  Roche 
Genentech* 

100 
66 

drugs,  chemicals 
biotechnology 

6,398 
1,421 
7.819 

NA 
301 

11,829 
6,554       1 

38 

Philips  Electronics  NV* 

Netherlands 

Philips  Electronics  (US) 

100 

electronics 

7,618 

513 

5,163 

39 

AstraZeneca" 

UK 

AstraZeneca  Pharmaceuticals 
Salick  Health  Care 

100 
100 

pharmaceuticals 
health  care 

7,156 

208 

7,364 

NA 
NA 

NA 
NA 

40 

BASF  AG* 

Germany 

BASF  Corp 

100 

chemicals,  plastics 

7,210 

616 

8,270 

41 

Ito-Yokado' 
Seven-Eleven  Japan* 

Japan 
Japan 

7-Eleven* 

73 

convenience  stores 

7,188 

230 

2,686 

42 

Jefferson  Smurf  it  Group* 
Smurfit  International 

Ireland 
Netherlands 

Smurfit-Stone  Container* 

33 

paper,  packaging 

7,151 

423 

9,859 

43 

Thyssen  Krupp 

Germany 

Thyssen  Krupp  USA 

100 

automotive,  elevators 

7.100 

NA 

NA 

44 

SmithKline  Beecham  Pic* 

UK 

SmithKline  Beecham  Corp 

100 

drugs,  consumer  products 

6.858 

3,001 

3,815 

45 

Grupo  Carso 
Grupo  Sanborns 

Mexico 
Mexico 

CompUSA 

51 

retail 

6.321 

-33 

1,558       1 

46 

AllianzAG 

Germany 

Allianz  Insurance 
Fireman's  Fund 
Jefferson  Insurance 
Allianz  Life  Insurance  of  N  Amer 

100 
100 
100 
100 

insurance 
insurance 
insurance 
insurance 

4,739 

1,543 
6,282 

NA 
NA 

20,486       1 
21,475       1 

47 

HSBC  Holdings' 

UK 

HSBC  USA 

100 

banking 

6,151 

1,115 

90,240       1 

48 

Electrolux* 

Sweden 

White  Consolidated  Inds 

100 

appliances 

6,071 

406 

2,837       1 

49 

Dai-lchi  Kangyo  Bank* 

Japan 

Dai-lchi  Kangyo  Americas 
CIT  Group* 

100 
29 

financial  services 
financial  services 

3.146 
2,917 
6,063 

382 
616 

29,085       | 
45,081       1 

50 

Glaxo  Wellcome  Pic' 

UK 

Glaxo  Wellcome  Inc 

100 

pharmaceuticals 

5,986 

1,299 

2,512       | 

51 

Snecma 

France 

CFM  International 

50 

aerospace 

5,919 

28 

1,850       1 

52 

Invensys  Pic* 

UK 

Invensys  (US) 

100 

construction,  controls 

5,623 

1,079 

NA       I 

53 

Vivendi* 

France 

Vivendi  America 

100 

utility 

5,530 

NA 

NA       1 

54 

Saint-Gobain 

France 

CertainTeed 

Norton 

Ball  Foster  Glass  Container 

Calmar 

100 
100 
100 
100 

building  materials 
ceramics,  abrasives 
glass  containers 
packaging 

2,438 
1,499 
1,415 
173 
5,525 

NA 
NA 
NA 
NA 

NA       1 
NA       ] 

NA       1 
NA       | 

55 

Fujitsu  Ltd* 

Japan 

Fujitsu  (US) 

100 

electronics 

5,486 

-124 

NA       f 

56 

Ferris* 

Belgium/Neth 

Fortis  Inc 

100 

insurance 

5.477 

139 

22,217        } 

57 

British  American  Tobacco* 

UK 

Brown  &  Williamson  Tobacco 

100 

tobacco 

5,426 

878 

NA       1 

58 

Robert  Bosch  GmbH 

Germany 

Robert  Bosch  Corp 
S-B  Power  Tool 
Vermont  American 
Associated  Fuel  Pump  Systems 

100 
100 

50 
50 

auto  parts,  machinery 
power  tools 
garden  tools 
fuel  pump  systems 

4,057 
808 
380 
160 

5,405 

NA 
NA 
NA 

NA 

NA        I 

NA 
NA 
NA 

Note:  Some  foreign  investors  on  the  list  ow 
taxes.  E:  Estimate.  NA:  Not  available. 
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'THE  100  LARGEST  FOREIGN  INVESTMENTS  IN  THE  U.S. 

RANK 

80 

FOREIGN  INVESTOR 

COUNTRY 

US  INVESTMENT 

% 
OWNED 

INDUSTRY 

REVENUE 
(SMIL) 

INCOME1 
(SMIL) 

ASSETS 

(SMIL) 

Munich  Re 

Germany 

American  Re 

Munich  American  Reassurance 

100 
100 

insurance 
insurance 

3.453 
302 

-136 
NA 

14,279 
NA 

3,755 

81 

Royal  4  SunAlliance' 

UK 

Royal  &  SunAlliance  USA 

100 

insurance 

3.751 

386 

9,218 

82 

Fiat  Group* 

CNH  Global  NV 

Italy 
Netherlands 

Comau  Pico 

Fiat  Avio 

Teksid 

CNH  Global  (N  America) 

100 
100 
100 
100 

engineering  systems 
aerospace 
aluminum  castings 
agricultural  equipment 

800 

372 

273 

2,076 

3.521 

NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 

83 

Sobey  Parties 

Canada 

Hannaford  Brothers' 

26 

supermarkets 

3,463 

192 

1,330 

84 

Fewer  Financial 
Great-West  Lifeco 

Canada 
Canada 

Great-West  Life  &  Annuity 

100 

insurance 

,454 

327 

14,535 

85 

Cuiekecer  Inc 

Canada 

Quebecor (US) 

100 

printing,  forest  products 

34S4 

291 

5,575 

86 

Imperial  Chemical  Industries' 

UK 

ICI  Americas 

100 

coatings,  chemicals 

3461 

305 

NA 

87 

PechmcySA- 

France 

American  National  Can 
Pechmey  Metals 

100 

100 

packaging 
metals  distribution 

3456 

NA 

1,022 

88 

San  Life  Assurance  Co 
ef  Canada 

Canada 

Sun  Life  of  Canada  (US) 
MFS  Investment  Management 

100 
84 

insurance 
mutual  funds 

2,073 
1.237 
3416 

89 
247 

4.815 
1.030 

89 

Bank  of  Tokyo-Mitsubishi* 

Japan 

UnionBanCal* 

Bank  of  Tokyo-Mitsubishi  Trust 

BTM  Capital 

64 

100 
100 

banking 
banking 
leasing 

2.749 
307 
166 

3^22 

741 
92 
-5 

33.685 
4,871 
1,595 

90 

Michael  Otto 

Germany 

Spiegel* 

89 

catalog  retailing 

3  210 

204 

2,242 

91 

Renault  Group' 

France 

Mack  Trucks 

100 

automotive 

3406 

204 

NA 

92 

AkzeNeielNV 

Netherlands 

Akzo  Nobel  Inc 

100 

chemicals,  coatings 

3467 

256 

1.987 

93 

National  Grid  Pic 

UK 

National  Grid  USA 
Eastern  Utilities  Associates 

100 
100 

energy 
energy 

2.624 

554 

3476 

NA 
55 

4.900 
1.468 

94 

Alcan  Aluminium  Ltd" 

Canada 

Alcan  Aluminum  Corp 

100 

aluminum 

3418 

NA 

NA 

95 

AdoccoSA* 

Switzerland 

Adecco  (N  America) 

100 

temporary  staffing 

3406 

183 

738 

96 

■rascan' 

Broektield  Properties' 

Norantfj' 

Htxtf 

Canada 
Canada 
Canada 
Canada 

Brookfield  Properties  (US) 
Noranda  Aluminum 
Nexfor  (US) 

100 
100 
100 

property  management 

aluminum 

paper,  lumber 

1.387 
905 
716 

458 
63 
52 

5.866 

NA 

666 

97 
98 

Rood  lutl  Elsevier' 

UK/Netherlands 

Reed  Elsevier  Inc 

100 

publishing  &  info  services 

2  963 

-84 

NA 

Royal  lank  of  Scotland  Pic* 

UK 

Royal  Bank  of  Scotland  (US) 
Nat'l  Westminster  Bank  (US) 

100 
100 

banking 
banking 

1.585 
1.291 
2476 

360 
182 

19.988 
41.231 

99 

TatoALylo* 

UK 

AE  Staley  Manufactunng 
Western  Sugar 
PM  Ag  Products 

90 
100 
100 

sweeteners  &  starches 
sugar  refining 
animal  feeds,  molasses 

2472 

271 

NA 

100 

NKKCerp* 

Japan 

National  Steel* 

54 

steel 

2  850 

-18 

2.701 

:r  investors  on  the  list  own  U.S.  companies  indirectly  through  companies  in  italics. 
NA  Not  available 
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EVERYONE'S  TELLING  YOU  HOW  THEY  CAN  "THINK  OUTSIDE  THE  BOX." 


WE  DON'T  EVEN 

WORK  IN  A  BOX. 


A  headquarters  for  financial  services. 

The  advantages  that  come  naturally  from  thinking  different. 

For  personal  and  corporate  needs,  our  way  of  looking  at  things  tends  to 
create  new  and  effective  ideas  that  work.  As  one  of  the  largest  integrated 
financial  services  companies  in  the  world,  with  over  $450  billion  in  total 
assets,  $50  billion  in  market  cap  and  90,000  employees,  we  have  the 
confidence  to  be  different  from  the  rest.  Today,  over  25  companies  across 
North  and  South  America  are  aligned  under  the  ING  Group  brand  -  ready 
access  to  a  wide  range  of  insurance,  banking  and  asset  management 
products  and  services. 


The  Confidence  To  Put  You  First. 


e  Americas  . . . 
Advisors  Network 
asset  Management 
Bank  of  Canada 
Bank  of  Montevideo 
Barings 

Commerce  Group 
Direct 


Fatum 

Financial  Services  of  NY 


8  0  0-465-3330 


ING  Funds 

ING  Halifax 

ING  Institutional  Markets 

ING  INSURANCE 

ING  Life  of  Georgia 

ING  Novex 

ING  Reinsurance 

ING  Risk  Management 

iBermudai  ltd. 
ING  Security  life 


ING  Seguros 

ING  Southland  Life 

ING  United  Life 

ING  USG  Annuity 

ING  Variable  Annuities 

ING  Vioa 

ING  Wellington 

ING  Western  Union 

.  .  .  mi'm  net  M  otfcer 
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In  a  global  marketplace  U.S.  brands 
are  more  valuable  than  ever  before. 
Here  is  a  way  to  purchase  good  brand 
names  on  the  cheap. 


- 


m 


BY  MEGAN  MULLIGAN 

AMERICAN  BRANDS  SUCH  AS 
Coca-Cola,  Pepsi  Cola,  Procter 
&  Gamble  and  Goodyear  are  as 
well  known  in  many  parts  of  the  world 
as  they  are  in  the  States.  Some  of  these 
powerful  brands  are  sold  overseas  by 
publicly  traded  firms  trading  at  lower 
multiples  than  a  U.S.  parent  or 
sibling  firm. 

Mexico,  for  example,  has  four  pub- 
lic Coca-Cola  bottlers,  three  of  which 
are  listed  in  the  U.S.  as  American  De- 
positary Receipts  (ADRs).  The  two 
biggest  bottlers  in  the  region  are  Coca- 
Cola  Femsa  and  Panamerican  Bever- 
ages (Panamco),  both  headquartered  in 
Mexico. 

"Even  though  the  per  capita  con- 
sumption of  Coca-Cola  is  roughly  the 
same  in  the  U.S.  and  Mexico,  the  vol- 
ume growth  for  carbonated  soft  drinks 
in  Mexico  is  higher  than  it  is  in  the 
U.S.,"  says  Steven  Dixon,  manager  of 
the  Global  Beverage  Fund  at  Arnhold  & 


S.  Bleichroeder.  Com- 
pare Coca-Cola  Femsa 
of  Mexico  and  its  U.S. 
counterpart,  Coca- 
Cola  Enterprises.  Coca- 
Cola  Femsa  trades  at  20 
times  estimated  year 
2000  earnings;  Coca- 
Cola  Enterprises  at  33  times. 

What  about  rival  Pepsi?  Pepsi- 
Gemex  of  Mexico  trades  locally  and  as 
a  Global  Depositary  Receipt  (GDR),  a 
close  equivalent  to  an  ADR.  The  Pepsi 
Bottling  Group  in  the  U.S.  has  an  esti- 
mated year  2000  P/E  of  20;  Pepsi- 
Gemex  a  multiple  of  7. 

Goodyear  Tire  &  Rubber  has  a  mar- 
ket value  of  $3.6  billion  and  a  trailing 
12-month  P/E  of  13.  Its  Thai  subsidiary, 
Goodyear  (Thailand)  Public  Co.,  of 
which  Goodyear  U.S.  owns  67%,  about 
a  tenth  the  size  of  its  parent  company, 
has  a  P/E  of  3.  Thailand  is  still  recovering 
from  its  late-Nineties  economic  crisis, 
but  Goodyear  Public  Co.  is  located  in 


the  heart  of  the  world's  most  rapidlj 
growing  automotive  market. 

The  table  below  lists  foreign  affilil 
ates  of  well-known  American  brand! 
name-goods  producers.  With  the  exl 
ception  of  Procter  &  Gamble's  Indian 
subsidiary,  Procter  &  Gamble  HygienJ 
&  Health  Care,  the  overseas  operation! 
we  list  sell  at  significant  discounts  txj 
their  namesakes  in  the  U.S. 

Drawbacks  to  backdoor  investing! 
"You  have  the  advantage  of  buying  | 
high-growth  company  on  the  cheap 
but  it  is  not  without  political,  macrol 
economic  or  currency-exchange  risks,] 
says  Carlos  Tseng,  an  analyst 
Salomon  Smith  Barney. 


BUYING  IT  WHOLESALE  OVERSEAS  Foreign  affiliates  of  well-known  American  brands. 


COMPANY/COUNTRY 


met 


CURRENT 


52   WEEK 


HIGH 


LOW 


LITEST 

12-m 

EPS 


CURRENT 


-efc- 


2000E 


1999 
SALES 

(SMIL) 


MARKET 
VALUE 

(SMIL) 


Coca-Cola  AmatiP/Australia 


$3.76 


$9.37 


$3.75 


NA 


26 


17 


Coca-Cola  Fcmsa'/Mexico 


17.75 


21.00 


12.50 


$0.72 


25 


20 


Embotteladora  AndinaVChile 


11.50 


20.19 


11.13 


0.26 


44 


17 


Goodyear  Public  Co/Thailand 
Ingersoll-Rand  Ltd/India 


4.35 


6.59 


3.21 


1.39 


4.31 


13.58 


4.03 


0.38 


11 


NM 


John  Hancock  Life  Ins  Berhad/Malaysia 

Kirnberly  Clark  de  Mexico'/Mexico 

Pcpsi-Gemex'/Mexico 

Procter  &  Gamble  Hygiene  I  Health/India 

Wal-Mart  dc  Mexico/Mexico 


0.78 


0.90 


0.60 


0.08 


10 


13.18 


21.60 


13.18 


1.15 


11 


12 


4.56 


1000 


4.31 


1.74 


14.78 


31.87 


12.01 


0.61 


24 


NM 


19.54 


28.13 


14.80 


0.80 


24 


27 


$2,489 


1.482 


710 


102 


89 


77 


1,452 


5.4862 


108 


6.362 


$1,818 


160 


733 


38 
134 


157 


1.915 


535 


320 


6.300 


is  of  June  23.  'American  or  Global  Of  positary  Receipt.  '1998  sales  NA:  Not  available    NM:  Not  meaningful.  Sources  IBES  Express:  Worldscope  and  IBES  International  via 
dcftarch  Systems.  Bloombcrf  ManVsM 
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We  burn  these  at  both  ends  too. 


s 


You  say  yadda,  yadda,  yadda. 

Heard  it  before.  So  maybe  it  will 

impress  you  to  know  that  while  a  lot  of 

companies  are  giving  you  lip  service  about 

traditional  business  values,  we  can  back  it 

up.  With  what?  Natural  gas  and  electricity.  The 

energy  you're  promised,  when  you're  promised  it, 

at  the  price  you're  promised.  We  do  it  every  day  for 

customers  in  practically  every  industry  all  over  the  country. 

Whether  you  need  a  more  dependable  supplier,  advice  on 

how  to  buy  and  manage  your  energy  more  efficiently,  or  a 

financial  or  physical  option  to  protect  against  failed  generators, 

unexpected  weather  or  a  volatile  energy  market,  you'll  find  it  at 

Aquila.  For  more  information,  pick  up  the  phone  and  call  us  at 

1-800-891-3687.  or  look  us  up  on  the  Web  at  www.aquilaenergy.com. 

We'll  be  up.  You  can  count  on  it. 


Aquila  Energy 


A  UtiliCorp  United  Company 


I  Currency  Gains 

J  The  weakness  in  the  euro  is  helping 
B  European-based  exporters  and  multinational 
corporations  deal  from  a  position  of  strength. 


BY  TRICIA  MCGINNIS 

THE  EURO,  LAUNCHED  WITH  GREAT 
fanfare  a  year  and  a  half  ago  at 
S 1 . 1 7,  is  down  to  94  cents.  A  weak 
euro  translates  into  good  deals  on  Eu- 
ropean imports  for  American  con- 
sumers, and  it  also  works  to  the  advan- 
tage of  European-based  exporters.  EU 


exports    to    the    l 
through  April  are  up 
16%  from  the  previous 
year. 

Take        Germany's 

js       Schering,  a  S  10.3  billion 

'  drug  and  chemical  com- 

^yy    pany     not    related   to 

Schering-Plough  of  the 

U.S.)      that,      among 

other  products,  makes 

Betaferon,  the  multiple 

sclerosis        treatment. 

Schering's  first-quarter 

exports    to    the    I 

rose  4 

Schering,  which 
plans  to  list  its  shares  in 
the  U.S.  in  the  fall, 
would  look  cheap  to  an 
acquirer.  It  has  an  enterprise  multiple 
of  13 — meaning  its  enterprise  value 
(market  value  of  common,  plus  debt 
outstanding,  minus  cash)  is  13  times 
operating  income  (net  before  depreci- 
ation, interest  and  taxes).  The  compa- 
rable ratio  for  the  average  U.S.  phar- 
maceutical company  is  26. 


tUHU  LAoH  A  weak  currency  is  helping  these  European  firms. 


COMPANY/BUSINESS 


Ahold1  grocery  stores 


BASF1  chemicals 


Beiersdtrf  toiletries 


Continental1  automotive  parts 


COUNTRY 


Netherlands 


Germany 


Germany 


Germany 


CRH1  building  materials 


Outokumpu  metal  products 
Satilo  eyewear 


Schering/pharmaceuticals 


Schneider  Electric/electrical  equipment 


W»terford  WedgwoiO'/home  furnishings 


Ireland 


Finland 


Italy 


Germany 


France 


Ireland 


PRICE 


mimmisr 


European  corporations  with 
investments  in  the  U.S.  are  also  ben 
fiting  from  the  strong  dollar,  as  U 
profits  are  repatriated  in  weaker  eun 
Consider  Continental  AG,  which 
tires  and  automotive  systems 
modules.  During  the  first  quarter  i 
U.S.  unit,  Continental  General  Tir 
posted  a  sales  increase  of  7%  measun 
in  dollars,  but  22° o  measured  in  euri 
The  company's  pretax  profit,  in  eun 
rose  14%. 

The  table  lists  ten  cheap  Euro 
companies  whose  first-quarter  inco: 
statements  have  benefited  from 
weak  euro.  By  cheap  we  mean  that 
company's  enterprise  multiple  is 
higher  than  14. 

Royal  Ahold,  a  Netherlands-b 
grocery  chain,  has  more  than  1,0' 
Giant,  Stop  8c  Shop,  and  Tops  supe 
markets  in  the  U.S.:  sales  at  the 
stores  account  for  60%  of  the  fi 
total.  Thanks  to  the  strong  doll 
Ahold's  first-quarter  per-share  pro: 
rose  bv  32%,  compared  with  ju 
19°o  if  exchange-rate  effects  a 
excluded. 

Ahold  shares  may  still  be  a  g< 
value:  in  euros  they  are  up  only  3C'   ye 
to-date;  in  dollars,  down  4%.  Dav 
Gilmore,  a  partner  at  Foreign  Exchan 
Analytics,  a  research  boutique  in 
Conn.,  thinks  that  the  euro  is  near 
torn,  but  unlikely  to  drastically  app 
ate  over  the  next  12  months.  That  woi 
be  good  news  for  stocks  such  as  those 
our  list. 


_ZDJMI_ 


■EGENT 


52-WEEK 

HIGH 


VALUE 
(SMIL) 


MULTIPLE 


EPS 


Pit 


FOREIGN  SALES 

ASS 

■  F  TOTAL 


$29.13 


$37.31 


$27,023 


12 


$122 


38  86 


8499 


16.74 


17.25 


10.14 


8.14 


5283 


66.74 


5381 


9028 


2429 


23.75 


16.22 


1037 


52.83 


82.72 


10.00 


1200 


26.144 


6405 


14 


4.333 


8.691 


2.214 


983 


10.064 


12.441 


1.037 


10 


11 


13 


B 


2.57 


2.04 


2.27 


111 


1.08 


0.36 


1.48 


3.48 


59;: 


15 


57 


42 


67 


69 


16 


96 


91 


23 


82 


36 


54 


19 


82 


010 


NM 


56 


unc  27  'Available  through  Amer  car,  Depositary  Receipt.  NM:  Not  meaningful  Sources:  I8ES  Express:  Wortdscope  via  FaerSef  Research  Systems. 
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l/IICE  ARE  NICE,  BUT 
THE  CA.T.  IS  WHERE 

brbes  is  first  to  introduce  : Cue: CAT.™  technology 
i  id  Forbes  subscribers  are  first  to  get  it!    / 


•Oe*C 


AT 


jConuergence.ESn 


The  :Cue:CA.T.  No  fur. 
No  claws.  No  teeth.  Just 
amazing  new  technology 
that  will  forever  change 
the  way  you  interact  with 
this  magazine.  And,  all 
Forbes  subscribers  will  be 
getting  a  :Cue:CA.T.  FREE 

With  a  :Cue:CA.T. 
device  developed  by 
DigitalConvergence.com, 
Forbes  subscribers  will 
swipe  a  :Cue,  which  looks 
like  this: 


and  be  taken  directly  to  a 
specific  Web  page.  .  .  givin 
them  the  information  they 
want  instantly.  No  more 
wading  through  dozens  of 
Web  pages  or  typing  in  Ion 
URLs.  Just  the  information 
they  want  with  a  single 
swipe — another  way  Forbes 
keeps  readers  ahead  of  the 
curve. 

Forbes  subscribers  will  be 
on  the  lookout  for  their 


:Cue:C.A.T.  package  in  late 
August.  Once  it  arrives, 
they'll  be  ready  to  take 
advantage  of  this  innovative 
technology  in  all  future 
issues  of  Forbes,  ASAP  and 
FYI,  beginning  with  the 
September  1 1  Best  of  the 
Web  issue.  With  a  simple 
swipe  of  your  :C.A.T., 
they'll  have  access  to  the 
information  readers  want, 
need  and  have  come  to 
expect  from  Forbes. 

If  you  thought  the  mouse 
was  cool,  you  ain't  seen 
nothing  yet. 


Forbes 
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Quarterly  Mayhem 

The  circus  of  earnings  consensus  estimates  is  out  of  control.  It's  time  to  stop  the  insanity. 


BY  ELIZABETH  MACDOMALD 
AND  BRETT  NELSON 

Costco    mioses   its   th 
quarter  earnings  estimates 
by  a  penny  and  the  stock 
gets  hammered.  Honeywell 
warns  of  a  1  -cent  shortfall  of  its  sec- 
ond-quarter estimates  and  the  shares 
sink  to  a  52-week  low.  Biogen  under- 
shoots the  first-quarter  estimate  by  2 
cents  and  its  stock  promptly  loses  22%. 
Each  quarter  stocks  are  annihilated 
and  executives  lose  their  jobs  when 
companies  fall  just  shy  of  quarterly 
earnings  estimates.  This  occurs  even 
when  vagaries  like  rising  interest  rates 
and  oil  prices,  not  operational  flaws, 
are  the  culprits.  Retail  investors  who 
don't  have  the  tools  to  understand  the 
numbers'  significance — or  lack  there- 
of— get  hurt. 

The  system  is  obviously  flawed.  But 
it  can  be  fixed.  And  meantime  a  way  ex- 
for   investors   to   avoid   getting 
creamed  by  earning',  surprises. 

First,  though,  let      examine  the 

urrounding  the 

quarterly  earnings  consensus.  It  leads 

execut  i  much  time 

managing  Wall  Street  itions  in- 

1  of  managing  their  compai 
Rather  than  being  judged  on  funda- 
mentals, companies  arc  judged  on  how 
they  massage  results  to  arrive  at  oi 
bitrary  number  four  times  a 
I  here's  a  lot  more  game  playing  with 
limbers  Ofl  everybody's  part  il 


process  than  there  was  ten  fears  ago," 
says  Edward  Keen,  director  of  quantita- 
esearch  at  Prudential  Securities. 

Worse,  the  system  breec  The 

biggest  accounting  fiascos  in  recent 
years — Cendant,  Sunbeam  and  Waste 
Management — had  much  to  do  with 
the  pressure  to  meet  earnings  estimates. 
While  the  Securities  &  Exchange  Com- 
mission rails  about  accounting  scams,  it 
has  done  little  to  ease  the  severe  pres- 
sures on  companies  to  meet  consensus 
estimates  in  the  first  place. 

The  financial  reporting  system 
began  in  the  1930s  when  the  SEC  was 
born.  Back  then  companies  reported 
annually,  and  analysts  shared  among 
themselves  their  annual  estimates.  In 
Lynch,  Jones  &  Ryan,  a  Manhattan 


brokerage,  published  the  first  annual 
consensus  report,  called  the  Lnstitu-l 
tional  Brokers  Estimate  System,  now  an 
independent  operation  caDed  DBES.  In 
1981  Zacks  Investment  Research  began) 
issuing  quarterly  estimates,  and  later! 
First  Call/Thomson  Financial  joined! 
the  frav.   The  parents  of  D3ES  and  First* 
Call  are  now  discussing  a  merger.) 

Why  do  investors  put  a  huge  em-t] 
phasis  on  just  one  number,  this  hal- 
lowed earn;  \  share?  Blame  the 
proliferation  of  online  news  servk 
and  round-the-clock  TV  channels 
CNBC  for  creating  an  information  over- 
load that  makes  them  vearn  for  a  nice/ 
easilv  understood  EPS.  "Thev  want 
things  simple."  savs  Charles  L.  Hill. 
First  Call's  research  director. 


The  Few,  the  Proud,  the  Least  Downwardly  Revised 

Downward  revisions  to  earnings  estimates  can  whack  stock  prices.  Too  many  in  a 
row  may  erase  value  for  years  to  come.  Of  the  top  2.000  companies  by  market 
cap.  these  ten  have  suffered  the  least  number  of  negative  revisions  per  month 
over  the  last  three  years.  Most  beat  the  S&P  500  index,  up  66S  during  that  time. 

■mm 

Company 


Market  value 
($WI) 


Estimated 


3-year 

gross  retirn3 


Bed  Bath  &  Beyond 

$4.7 

29 

$33.0 

142S 

Converse  Technology 

14.0 

66 

89.5 

427 

Dollar  Tree  Stores 

4.1 

33 

40.0 

166 

Energy  East 

2.3 

10 

20.3 

128 

Hem 

32 

9 

30.0 

-12 

Home  Depot 

111.0 

38 

48.0 

222 

Knight  Bidder 

4.2 

15 

54.0 

13 

MBNA 

21.3 

18 

26.6 

75 

Omnicom  Gronp 

17.0 

41 

96.2 

180 

United  Technologies 

26.8 

16 

570 

52 

I    'Baaed  on  current  fiscal-year  estimates.  2As  of  June  23.  3June  30,  1997  through  May  31.  2000. 
Sources  Zacks  Investment  Research:  Bloomberg  Financial  Markets. 
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Too  bad  that  number  is  built  on 
ind.  Consensus  estimates  are  based  on 
n  earnings  figure  that  is  supposed  to 
xclude  one-time  gains  and  nonrecur- 
ng  charges,  such  as  for  plant  closings, 
ut  there's  no  standard  accounting  def- 
lition  for  this  number,  and  the  con- 
-'nsus  trackers  don't  force  analysts  to 
se  one  definition. 

So  Dell,  Microsoft  and  Intel  include 
ains  from  their  investment  portfolios. 
>thers,  like  Comcast,  which  had  $645 
lillion  in  investment  income  in  its 
300  first  quarter,  do  not. 

It's  getting  so  bad  that  sometimes 
lis  ploy  goes  too  far  even  for  the  ana- 
sts.  In  April  they  expressed  approval 
f  Intel's  plans  to  include  $725  million 
l  investment  gains  in  its  second  quar- 
*r.  But  Anthony  Crooks,  a  First  Call 
aalyst,  says  that  when  Intel  jawboned 


analysts  to  instead  use  $2.3  billion,  nu- 
merous analysts  balked.  Hugh  Rags- 
dale,  a  J.P.  Morgan  analyst,  accepted  the 
$725  million  but  felt  the  extra  $1.6  bil- 
lion was  "obscene."  That's  like  saying 
three  insect  parts  in  your  soup  are  dis- 
gusting but  one  is  fine. 


estimate  by  a  nickel.  A  Dow  Jones  wire 
headline  blared  that  Fuller's  "2nd- 
Quarter  Earnings  Top  Estimates."  Yet 
two  days  later,  the  stock  lost  5%,  drop- 
ping to  $44. 

Why?  Big  institutions  unearthed  the 
unpleasant  truth  that  Fuller's  earnings 


THERE'S  A  LOT  MORE  GAME  PLAYING  WITH  THE 
NUMRERS  THAN  THERE  WAS  TEN  YEARS  AGO" 


When  these  games  go  sour,  individ- 
ual investors  resemble  the  cuckolded 
husband,  the  last  to  know.  Investors 
scanning  the  headlines  would  have  got- 
ten a  reassuring  feeling  about  H.B. 
Fuller  in  June.  The  St.  Paul,  Minn, 
chemicals  manufacturer  reported  sec- 
ond-quarter (ended  May  27)  earnings 
of  $1.26  per  share,  beating  Wall  Street's 


were  closer  to  $1  a  share.  Turns  out  the 
reported  figure  included  items  such  as 
a  $2.2  million  gain  on  the  company  re- 
tirement fund  and  $1.2  million  in  asset 
sales.  In  other  words,  nothing  to  do 
with  selling  the  paints  and  adhesives 
Fuller  makes. 

Undergirding  this  crazy  system  is  an 
unholy  alliance  between  companies 
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and  analysts.  The  coaching  that  analysts 
get  would  put  Vince  Lombardi  to 
shame.  The  National  Investor  Relations 
Institute  says  that  almost  nine  out  of 
ten  of  its  4,700  members  admit  they  re- 
view analysts'  reports  before  they're 
published.  Lazy  analysts  welcome  the 
guidance.  Richard  Pucci,  chief  operat- 
ing officer  for  IBES,  explains  that  before 
they  offer  their  number  for  the  consen- 
sus survey,  such  analysts  will  first  ask 
for  the  average  of  their  peers'  estimates. 
Then  they  mouth  back  a  similar  one. 
The  "consensus"  on  which  a  market 
valuation  hangs  is  a  flock  of  sheep. 

Morgan's  Ragsdale  is  admirably 
candid  about  the  motivation  for  slavish 
conformity.  On  Intel's  $2.3  billion,  he 
says:  "If  I  decide  to  be  the  only  guy  who 
excludes  all  of  the  gains,  then  my  num- 
bers are  going  to  be  very  different  from 
everyone  else's  on  The  Street  and  that 
takes  an  awful  lot  of  time  explaining  to 
institutional  investors." 

The  rise  of  coaching  is  hard  to  ig- 
nore. Zacks  says  that  31%  of  the  esti- 


■  ■ 

and  the  Dow  Jones  Company,  Inc.  All  rights  reserved. 


UIH*  11.11*1111 


mates  for  the  largest  1,000  companies 
ranked  by  market  cap  came  within  a 
hair  of  the  actual  number,  a  mere  plus 
or  minus  2%,  last  year.  Only  16%  of  the 
estimates  in  1988  were  that  prescient. 

Most  often,  when  a  surprise  does 
occur,  it's  to  the  company's  benefit.  You 
get  the  idea  that  the  coaching  steers  an- 
alysts toward  lowball  estimates  so  the 
companies  can  get  a  positive  earnings 
surprise  that  will  buoy  their  share 
prices.  Of  all  the  quarterly  reported 
earnings  for  the  S&P  500  in  1999,  says 
IBES,  62%  were  positive  surprises,  up 
from  44%  in  1992.  (Negative  surprises 
dropped  from  44%  to  17%.) 

Numbers  massaging  is  so  expected 
by  analysts  that  they  are  agog  when 
companies  miss  their  targets — and 
punish  stocks  accordingly.  Example: 
Several  years  ago  AlliedSignal  an- 
nounced it  missed  the  consensus  esti- 
mate by  a  penny,  and  its  stock  dropped 
20%  on  the  spot.  Later  that  day  John 
Modzelewski,  then  a  PaineWebber  ana- 
lyst, got  an  earful  from  Lawrence 


Bossidy,  the  company's  chairman. 

Bossidy  complained  about  the 
stock's  nosedive  resulting  from  such  a 
narrow  miss.  Modzelewski  recalls 
telling  him  that  anyone  who  missed  by 
just  a  penny  must  be  in  real  trouble  be- 
cause they  couldn't  scrape  together  the 
bucks  to  bridge  the  gap.  "Do  you  not 


have  any  other  reserves  you  can  pull 
out?"  Modzelewski  asked  Bossidy.  (Al- 
lied later  merged  with  Honeywell; 
Bossidy,  since  retired,  wasn't  available 
for  comment.) 

Gunning  for  one  number  also  cre- 
ates other  distortions  driven  by  greed. 
While  institutional  investors  are  more 


Who  Swoons  on  Surprises?  Who  Doesn't?  Ask  SUE. 


The  Standardized  Unexpected  Earnings  (SUE)  score  measures  sensitivity  to  even 
small  earnings  surprises.  SUE  scores  greater  than  I  suggest  greater  volatility. 


Company 


First- 
quarter  2000 
SUE         earnings 
score        surprise 


Market  cap  at 

close  of  the  day 

before  the  surprise 

($bil) 


Market  cap  at 

close  one  week  after 

the  surprise 

($bil) 


High  SUE  scores 

Sapient 

9.0 

beat  by  1  cent 

$3.8 

$4.8 

Diamond  Technology  Partners 

7.8 

beat  by  2  cents 

1.6 

1.9 

Biogen 

2.4 

missed  by  2  cents 

10.0 

7.8 

Excite@Home 

2.2 

missed  by  1  cent 

8.8 

6.9 

Low  SUE  scores 

Snap-on 

0.5 

missed  by  2  cents 

1.5 

1.5 

Alcoa 

0.6 

beat  by  2  cents 

25.2 

25.4 

Consolidated  Papers 

0.6 

missed  by  2  cents 

3.4 

3.3 

AES 

1.0 

beat  by  1  cent 

17.7 

17.6 

Sources:  IBES  International;  Interactive  Data  Corp.  via  FactSet  Research  Systems;  Bloomberg  Financial  Markets. 
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Defve 
dentiaTs  Keon  was  so  disturbed  by  the 

S&P  plans  to  dc  \-.e  end  of  the 

;::>  r.y-z~  :  iz_:-z7zZ   :~c  :::  r_r..:."- 

Use  a  raage  of  earaiags  estimates 
That  would  pi  event  the  natty  market 
reactions  to  a  near-miss.  This 
might  not  be  so  radical  a  fix:  About 
10%  of  analysts  already  provide  ranges. 
First  Call's  Hifl.  Some  heavy- 
weights think  everyone  should.  If  all 
analysts  used  a  range  of  estimates — say 
■•  -'.v.  :  -r-,_:  :  1  _  ~ — r.;-.  ".  r-.- 
sure  to  manipulate  the  numbers  would 
abate,  predicts  Waher  Schuetze,  former 
chief  accountant  for  the  SECs  enforce- 
ment division  and  now  a  consultant  to 
the  ager.  >tors  could  focus,  as 

they  used  to,  on  long-term 
trends 

Far***  stecriag.  The  •  ^ 

is  trying  to  crack  down  on 
selective  disclosure  of  in- 
adc  .-:  :—  ali  d,  hrtead  ::' 
its  proposed  sweeping  rule, 
which  would  make  it  hard 
for  a  chairman  to  do  so 
modi  h  gram  m  imuokw 
about  product  plans  to  a 
newspaper  reporter,  per- 
haps the  rule  should  be 
hunted  to  statements  about 
earnings.  Companies  sim- 
7  couldn't  give  hints 
about  corning  earnings  re- 
porti  oooepJ  in  pofafidj  (fis- 
seminated 

Lacking  wtaapeia  froaa  -_-.  e 

company,  analysts  would 

have  to  work  hard  to  make 

7  roiections — and 


would  be  duly  judged  by  investors  on 
their  very  differing  abihties  to  forecast. 
ohn  Batter,  a  Boston  lawyer  who 
A-fe«»d*  t-M-i  niiwv  against  lawsuits  al- 
leging securities  fraud;  ~ Analysts  would 
then  be  rewarded  for  what  they  used  to 
do  and  for  what  thev  earned  their 


Report  coastaatry.  Theoretically, 
companies  could  continually  release 
kev  finanrial  measures  on  the  Internet. 
It  would  stop  the  temptation  to  ardfi- 
dalh'  goose  the  top  line  by,  few  instance, 
baling  tots  of  sales  at  the  end  of  each 
quarter,  says  Michael  Young,  a  securities 
lawyer  at  Willkie  Fair  &  Gallagher  in 
Manhattan.  The  tools  are  in  place:  De- 
bate &  Touche  has  hooked  up  with  In- 
tacct,  a  Web-based  accountir.- 
to  provide  real-time  auditing 
medium-size  businesses.  But  compa- 
nies are  loath  to  give  away  such  secrets. 

INVESTORS  PUT  HUGE 
EMPHASIS  ON  JUST 
ONE  NUMBER.  TOO 
BAD  THAT  NUMBER 
IS  BUILT  ON  SAND. 


While  you  are  holding  your  breatj 
waiting  for  a  reform  that  ma 
come,  here  are  some  tips  to  deal  witlj 
the  devilish  consensus  number. 

Don  t  try  to  p*ay  the  eanaaq 

late.  Companies  talk  an  i  >wn| 

ward  and  upward  on  a  near-daily  bast 
This  means  earnings  revisions 
get  priced  into  a  stock  long  before  thij 
frnal  number  is  disclosed  to  the  public  J 

Ftecogwze  that  a  1 
tioaates  will  rack 
■ore  thaa  others  nrry 

food  company — with  easih'  under! 
stood  strategies  and  predictable  cafl 
flow — will  trigger  more  volatility  thaJ 
the  same  news  from  a  heavily  leveraged 
chemicals  business  battered  b  crratij 
commodities  pr ...  W3ham  Frie 

lead  manager  for  Thornburg  I : 
ment  Management. 

that  stmt  stacks  are  aor 
to  tiny  earaoags  saracisej 
Plav  like  the  beg  boys  and  1 
the  unexp 

earnings-  published  bj 

the  earnings  tract 
which    signal    potential    volatility 

sure  the  deviation  of  ar 
estimates  from  the  mean  estimate 
The       tighter      the       ranee — and 
higher  the  >  se — th\ 

more    severe    a    > 

n  to  an  earning 
surprise  will  be,  even  if  i 
onlv    a    penny    or 

our  table  of  co  mpa 
with     h 

trot 
this     car's   first  qua 
;" 
Mii 
hy  too 


We've  compiled 
ten  com! 
ponies  with  the  fewest  negj 

.  revisions  over  the 
three  Nrven  be 

n  the  period.  OnlJ 
one.  Hertz,  had  a  negative 
return. 
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Forbes  ASAP:  Big  Issue  V 


■ 


e  Dalai  Lama,  John  Updike,  Scott  McNealy,  Richard  Avedon, 
:hur  Miller,  Martha  Stewart,  Jay  Chiat,  Vinod  Khosla,  and  over 

other  modern  greats  reveal  "What  is  True  in  the  Digital  Age." 

-i 

Space  Closes  8/14.  On  Sale  9/8.  t 


ie  features  legendary 
t  important  topics  of  our  time.  High-tech  visionaries,  Nobel  Laureates 
Pulitzer  Prize  winners  together  in  one  amazing  issue.  No  wonder  last 
r's  Big  Issue  was  read  by  over  4  million  tech-savvy  decision  makers 
named  a  Finalist  for  a  2000  National  Magazine  Award. 


[  defining  the  digital  age  ] 


ADVERTISE:  CONTACT  CAT  LUKAS  AT  (650)  558-4842  /  CLUKAS@FORBES.COM  OR  VISITWWW.FORBESMEDIA.COM 
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-  ::-:•  v.:  :-.  ''^ 
EfiondTrade  ami  MLDirect. 
muni*  due  Feb .1.2009 
bested  NlLThxevt  br  nearly  SIC 
1    nl   iiil^lii  i  T  — 
on  a  25-tMmi  bin  order  Bat  far  I 
:  ■  -     :;  -   v.: 
A~-  wonld  have  cost  MLDirectl 
-  >.--    .--    -_       >     J  7: 
nhjmJTi  nfc  iiH  m>    ■■  ■  >    " 

^aiJhbmci  compete! 


h  used  to  be  trmi  retail  bond  1 
never  knew  what  kind  of  markup  I 
v»ere  being  charged  and  bad  to  i 
•  time  on  the  phone  to  get  a  < 
quote  The  market  is  changing, 
none  too  soon. 


Enterprise  of  the  Future  Tour 


Presented  By 


i Sybase 


Visit  this  Exhibition  of 

the  Latest  Technology, 

Tools  &  Trends 

Sybase  Presents: 
Success  Factors  for  Future  Enterprise: 

-  Integrated  Organization         -  Customer  Intimacy 

-  Information  Currency  -  Wireless  Web  Ubiquity 

•  Xerox:  Online  Documents. 
The  future  of  the  office...  today 

Stamps.com:  Internet  Mailing  &  Shipping  Solutions 

•  EarthWeb:  IT  Professional  Career  Solutions 

JULY/AUGUST  TOUR  SCHEDULE: 

July  30  -  August  5 Denver,  CO 

August  6  -  August  12 Seattle  WA 

August  13  -  August  19 Portland,  OR 

August  20  -  August  26  . .  San  Francisco,  CA 

For  complete  tour  schedule  &  details  visit 

www.forbes.com 
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Treasures,  the 
Endangered  Species 
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and  reliable  friend  to  iumUHs. 
Treasurr  securities.  Tne  Cimtor 
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dot  the  next  12  vcars  wfll 


Layin  i  pessimism  aside  for  a  mo- 
~i~'  -".::-.  --"-  ~.-  an:  i  lot  of  c,w. 
points  to  a  federal  ,  .mming 

over  No  more  cronviing 
rate  borrowers.  Pier.: 
able  :::  2  :: 

Sec- 

--'     -  t  be  < 

bappjr  about  a  workl 

fortable 


.,  tbeir  leding 
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ncedur 


:    .  _  . :_;._ 


--  —  -f..-.:,r.  ?u™i\>. 
debt  will  be  less  lik 
keep  doing  so,  since  a  it  ot 

in  particular — are  wilhg  to 

-  ~- : .  •  _  -     ;_?;:: 
willing  to  own  - 
bonds. 

7.-.;  >-rrS   0:'  Tr^.ar'. 
bills,  notes  and  bone 

.   ;    ."_-  _     -"    -.. 

canceled  this  summc 
the  government  ahead  has 
stopped  issuing  th: 
seven-Tear  notes.  F 

hek      S   1   .ernment  rnarkeub'h 
is  down  from  a  peak  of  $2j6  mil 
>:  tnlhon  now. 
Insurers  and  banks  are  hunt 
d  0  b  usiness  in  th 
new  v»v»rki  Banks,  for  instance,  soar 
time>  -easurvs  to  protect  «u 

ndport: 
-  dam   k>nd  p 

Treasurvs  h^ 
short  positions.  I 
chief     financial     0 


scip  that  tactic. 

he  lack  of  a  benchmark — espe- 
for  the  $4.6  trillion  worth  of  in- 
lent-grade  corporate  debt  out- 

stading — really       has       financial 

gers  sweating.  Already,  the  relative 

ty  of  Treasury  paper  has  widened 

eld  spread  between  Treasurys  and 

ter  debt  instruments  like  agencies, 

mrtgages  and  corporates.  The  spreads 
->o  much  more  volatile  than  they 
to  be,  says  Offitbank  Managing 
tor  Steven  Blitz. 
he  good  news  is  that  you  can  get 

god  yields.  Investment-grade  corpo- 
onds,  which  carry  only  a  sliver  of 
It  risk,  now  yield  an  average  1.8 
ntage  points  more  than  Treasurys, 
>m  1.3  points  in  early  2000.  Hold 
in  your  tax-exempt  accounts  (like 
and  the  state  tax  problem — the 

fa^  that  only  Treasury  interest  is  ex- 

ernt  from  state  income  tax — ceases  to 
roblem. 
Vhat  about  callability?  Most  Trea- 


will  head  down.  Example:  Worldcom's 
7.75%  bond  due  2007,  trading  at  99.75 
cents  on  the  dollar  to  yield  7.8%  to 
maturity. 

The  market  for  mortgage-backed 
securities  like  Ginnie  Maes  is  more 
complicated.  Nominal  maturities  range 
up  to  30  years  but  most  of  your  princi- 
pal comes  back  to  you  long  before,  via 
monthly  mortgage  payments  and  refi- 
nancings by  homeowners.  The  9% 
Ginnie  is  priced  at  102  cents  per  prin- 
cipal dollar  and  has  a  yield  of  8.02%. 

As  Treasurys  dry  up,  a  lot  of  former 
owners  will  go  back  to  banks.  A  five- 
year  bank  CD  is  federally  insured  up  to 
$100,000  and  can  give  you  rates  of  7% 
or  more,  beating  Treasurys  (at  least  in  a 
tax-free  account).  Unfortunately,  liq- 
uidity is  not  terrific,  and  many  CDs 
have  early- withdrawal  penalties  that  are 
heavy  disincentives  to  cashing  out. 

You  could  go  abroad  in  search  of 
fixed-income  plays  but  this  makes  sense 
only  if  you  expect  the  dollar  to  weaken. 


Running  Out  of  Debt 


In  the  surplus  era,  Treasury  debt 

available  to  the  public  is  dropping.  By 

the  end  of  2001  the  supply  may  be 

half  what  it  was  at  its  peak  in  1993. 

45% 

Supply  of  outstanding  Treasurys  (%  of  GOP) 
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Source:  Morgan  Stanley  Dean  Witter. 

vestor.  The  downside  is  that  muni  bonds 
almost  always  have  call  risk 

In  the  short-term  market,  a  wealth 
of  alternatives  will  surface  to  take  the 
place  of  disappearing  Treasury  bills  and 
notes.  Thomas  Juterbock,  a  Morgan 
Stanley  investment  adviser,  likes  the 


.MID  THE  UNCERTAINTY.  GO  FOR  A  SHORT-TERM  TREASURY  FUND. 


cannot  be  called  in  early,  meaning 
tht  if  you  hold  one  to  maturity  you 
wi  get  the  yield  you  bargained  for. 

corporates,  unfortunately,  can  be 
catd  in  early  by  the  issuer.  If  interest 

go  down  after  you  buy  the  bond, 
yo  won't  get  the  windfall  you  would 

Treasury. 
>ut  there  are  a  handful  of  non- 

>le  corporates  out  there,  and  they 

good  investment  for  investors 
wb  are  convinced  that  interest  rates 

Siort-Term  Bond  Plavs 


Right  now  that's  not  happening.  Ten- 
year  German  government  bonds  pay  a 
mere  5.25%,  according  to  Bloomberg, 
and  comparable  Japanese  issues  pay  a 
meager  1.5%. 

In  a  taxable  account,  consider  mu- 
nicipal bonds  (see  story,  p.  360).  Example: 
The  New  York  State  Urban  Development 
Revenue  5.25%  bond  due  in  2012  is 
priced  at  99.15  cents  on  the  dollar  for  a 
yield  to  maturity  of  5.35%,  equivalent  to 
a  taxable  8.85%  for  a  high-bracket  in- 


Inger-maturity  Treasurys  will  be  phased  out  first,  so  it  makes  more  sense  to 
'  k  with  bonds  of  two  years  or  less.  These  short-term  bond  funds  are  the  best 
F'formers  in  their  class.  A  mix  of  Treasurys  and  corporates,  they  return  between 
ind  6%  a  year,  and  also  benefit  from  low  expense  ratios. 


•  hi  name 

TOTAL  RETURN 

Expense 

year-to-date       3-year1 

5-year1 

ratio 

UH  IRA  Capital  Preservation 

2.69% 

- 

- 

0.11 

00  Start-Term  Income  III 

2.68 

5.33% 

5.64% 

0.20 

Ftarated  Short-Term  Income 

2.53 

5.40 

5.79 

0.56 

brrsche  Short-Term  Fixed  Income 

2.47 

5.88 

5.95 

0.55 

'  opolitan  West  Low  Duration  Bond  M 

2.44 

6.83 

- 

0.58 

'Aiualized.  Source:  Momingstar  Inc. 

short-term  discount  notes  of  Fannie 
Mae  and  Freddie  Mac,  investments  held 
between  three  and  six  months.  These 
mortgage-backed  bonds  are  not  feder- 
ally guaranteed  but  they  are  extremely 
unlikely  to  go  into  default.  It's  unlikely 
the  housing  market  that  supports  them 
will  collapse. 

If  mortgage  prepayment  models, 
call  risk  and  portfolio  diversification 
are  beyond  your  patience,  you  always 
have  the  option  of  letting  a  professional 
do  the  work  for  you.  Look  for  a  bond 
fund  with  an  expense  ratio  no  higher 
than  0.6%.  The  table  displays  several 
short-term  taxable  bond  funds  that  mix 
high-grade  corporates  and  Treasurys 
and  will  adapt  to  the  disappearance  of 
the  latter. 

There  is  a  wealth  of  other  choices  in 
fixed-income  funds — long-term  and 
short-term,  taxable  and  tax-exempt, 
mortgage-backed  and  corporate.  A  se- 
lection of  Forbes  Best  Buys  in  different 
kinds  of  bond  funds  can  be  found  at 
forbes.com/funds.  F 
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Aftermath 

The  recent  Nasdaq  debacle  killed  the 
new-issues  market.  Now  is  a  good 
time  to  do  a  little  poking  around  there. 


BY  MEGAN  MULLIGAN 

AND  ROBERT  J  SHERWOOD 

TDBCr 
ed  the  market  tor  initial  pub- 
•  n  the 
first  quarter  bed  76  in  the  second. 

in  bent,  however, 
.ould  make  vour 
ears  perk  up.  Isn't  the  best  time  to  buy 
young  comp  nen  no  one  else 

Is  them? 

- 1  Internet- flavored  ne- 
sues  over  the  past  12  month 

.  'otn  their  offering 
prices.  To  be  sure,  many  of  those  offer- 
ing ;  ere  wildly  inflated,  but 
maybe  a  \ ■  ms  are  to  be 
had  out  there. 

One  to  look  at  is  Palm  Inc.  On 
Mar    !  m's  former  handheld- 

computer  division  offered  shares  at 
imbed  to  S165  during 
their  first  tradir  - 
pick  them  up  foi  (2 

This  company  still  isn't  Graham- 
and-Dodd  cheap.  It's  tradir 


times  the  $45  million,  or  8  cents  a 

share,  that  analysts  expect  for  this 

-  net  income.  But  if  you  have  faith 

in  the  an  te  what  FORBES 

out  them  on  page 
you  can  expect  earnings  growth  of 
4  ^>r  a  while.  The  company 

generated  S"9  million  in  loose  cash 
last  vear  net  plus  depreciation  minus 
capital  expenditures!.  "Palm  has  the 
enviable  position  of  being  the  earlv 
entrant,  and  it  doesn't  seem  to  be  dis- 
sipating. There's  a  significant  anti-Mi- 
tt bias  -'ndesktop  arena 
that  seems  to  be  working  to  Palm's 
Harrv  Fenik,  execu- 
tive vice  president  at  Zona  Research, 
an  Internet  market  research  firm. 

We  used  FactSet  Research  Svstems 
software  to  screen  for  newfv  public  com- 
panies with  depressed  shares  but  a  lot  of 
sta\ing  power.  By  "depressed"  we  mean 


off  at  least  15%  from  their  first-da, 
close.  By  "staving  power"  we  mea. 
enough  cash  to  last  for  at  least  1 
months  at  present  burn  rates.  All  the  en 
trants  in  the  table  are  expected  to  turn 
profit  next  vear  and  are  enjoying  analv 
forecasts       2  r  better  lop.g-terr 

earnings  growth. 

Digitas,  which  designs,  develops ; 
operates  Web  sites  for  large  corpor 
boos,  has  latest- 12-month  revenues 
$2 1 1  million,  up  62%  from  the  presioi 
vear.  and  $45  million  cash  and 
lents.  At  a  recent  $1",  shares  of 
Boston-based  firm  are  off  1"%  fror 
their  Mar.  14  offering  and  42%  fror 
their  first-day  close.  The  enterpris 
value — debt  plus  market  value  oi  cor 
mon —  million,  or  five  time 

trailing  revenue.  Compare  the  ente 
value  revenue  ratios  of  1 15  for  Yahc 
and  48  for  CMGI. 


Cash  Isn't  Trash 


With  the  IPO  market  in  the  tank  you  must  be  leery  of  Internet  startups  that  consume  more  cash  than  they  generate  But  based 
on  their  current  burn  rates  and  earnings  projections,  these  companies  will  have  ample  cash  to  thrive  on  by  2001. 
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Watriaatst  lajtaarlts/Teiccoa  services 

27.44 

"22 

-74 

-2.0 

0.70 
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address 


advertiser  directory 


Your  connection  to  instant  information  from  Forbes  advertisers 


a     Development 

:    Department  of  Economic  Development. 
mart  state  laus/forbes 
roadmoor.  www.broadmoor.com 
7711 

3  i  Dakota  Govemer's  Office  of  Economic 
DHopment 

\    state.sd.us/goed/ 

4  motive 

.vww.nissandriven.com 

8   ness  Information  Portal 

D    Downlink  Corporation,  www.portalb.com 

Bi  mess  To  Business 

i  www.acxiom.com 
*i  aep.com 

M  el  USA.  www.alcatel  com 
N    3rain.com.  www.hellobrain.com 
jai  Electronics  Industries  Co.,  Ltd. 
leico.kr 

Services,  www.kellyservices.com 
IRST.  www.marchFIRST.com 
>li  H  Networks,  www  nortel.com 

www.novell.com 
3£  ;esic.  www  pandesic.com. 
1-  5-349-3249 

3;   Medium,  www  raremedium  com 
&  SunAlliance. 
/alsunalliance.com 
h  on.  visteon.com 

Zt  munications 

Are.  www.evoke.com 
>k  i.  www.nokia.com 

5<  outer/Technology 

Kl    IP.  www.att.com/business_services 
B  wvw.ibm.com 

>K  <.  www  necx.com.  1-800-922-6327 
>k  i\  Networks,  www  nortelnetworks.com 

*  rop  Grumman  Corporation. 
••»  northgrum  com 

I  3t  wwwpsinet.com  1-800-805-9833 
i  Knowledge  Systems  Inc. 

*  zeroknowledge.com 


Consulting  Services 

Andersen  Consulting,  www.ac  com 

Consumer  Products/Services 

Asiana  Airlines,  www.flyasiana.com 

1-800-227-4262 

BMW  Motorcycles,  www.bmwusacycles.com 

Toyota  Motor  North  America. 

www.toyota.com/usa 

Toyota  Motor  Sales  USA. 

www.toyota.com 

Education 

Regent  University,  www.regent.edu/forbes 

Financial  Services 

Esurance.  www  esurance.com 

FannieMae.  www.fanniemae.com 

Fireman's  Fund  Insurance  Company. 

www.the-fund.com 

Franklin  Templeton. 

www.franklintempleton.com 

800-FRANKLIN  ext.  F633 

PNC.  www.pnc.com 

Prudential  Corporate,  www  prudential.com 

Prudential  Securities,  www.prudential.com 

T.  Rowe  Price  Brokerage. 

www.troweprice.com/brokerage 

1-800-541-1846.  05491 4BR0K 

T.  Rowe  Price  Rollover  Your  IRA. 

www.trowepnce.com  1-800-541-1847. 

054916IRAR 

T.  Rowe  Price  Science  &  Technology  Fund. 

www.troweprice.com  1-800-401-4764. 

05491 5STF 

The  Montgomery  Funds.  1-800-572-FUND 

www.montgomeryfunds.com 

Business  Classified 

Affiliated  Business  Consultants. 

www.bizsale.com 

Asset  Protection  Group. 

www  nevadacorp.onevegas.com 

Business  Partner,  www.businesspartner.com 

Calico.  www.calicoUSA.com 

Campbell  Mello.  www.gopublic.cmacs.com 

Delaware  Business,  Inc. 

www.e-incorporate.com 


Francorp.  www.francorp.com 

Glass  Mechanix.  www.glassmechanix.com 

Optionetics.  www.optionetics.com 

Steven  Sears,  CPA-Attorney. 

www.  searsatty  com 

Value  IJne.  www.valueline.com/ads/f5cnf 

Worldbid.  www.worldbid.com 

Virginia 

Hamilton  Beach/Proctor  Silex. 

www.hamiltonbeach.com 

wwwproctorsilex.com 

Hunton  &  Williams,  www.hunton.com 

Virginia  Economic  Development  Partnership. 

www.yesvirginia.org 

Voices  of  Cleveland 

Cleveland  Today,  www.clevelandtoday.org 
Key.  www.key  com 

Business  Traveler 

AT&T  World  Connect,  www.att.com 

CAIS  Internet  www.cais.com 

Interactive  Messaging  PLUS  from  BellSouth® 

MyBiz™  Interactive. 

1  -888-284-7330  www.bellsouthwd.com/ip1 3 

The  Waldorf  Astoria,  www.waldorf-towers.com 

1-888-WA-TOWER 

eMarketmakers 

BuildPoint  Corp.  1-877  BUILDPT 

www  buildpomt  com 

Clarus.  www.claruscorp.com  1-800-437-0734 

Exterprise,  Inc.  www.exterprise.com 

Idapta.  www.idapta.com 

Marex.com.  www.marex.com  1-888-451-4111 

NCR  Corporation,  www.teradata.com 

Nervewire.  www.nervewire.com 

Yantra.  www  yantra.com 

Share  the  Glory 

Mutual  of  America. 
www.mutualofamerica.com 
Flight  Options. 

wwwflightoptions.com 


MONEY&INVESTING 


INTERNATIONA!-     INVESTING 


If  You  Can't  Beat  'Em  . . . 

If  monopolies  are  wicked  from  the  consumer's  point  of  view, 

they  ought  to  be  terrific  for  owners.  Here  are  a  few  you  can  buy  into. 


BY  ERIC  S.  HARDY 

DEREGULATION  GOES  ONLY  SO  EAR 
in  foreign  markets.  Peru  sold  off 
its  telephone  monopoly,  Tele- 
fonica del  Peru,  in  a  1996  stock  offer- 
ing, and  opened  the  market  to  com- 
petition. Four  years  later  the  company 
still  has  a  near-monopoly  on  wireline 
local  and  long-distance  phone  service 
in  Peru. 

Telefonica's  lock  on  the  local  mar- 
ket makes  it  tough  for 
the  likes  of  Atlanta- 
based  BellSouth, 
which  already  offers 
wireless  phone  service 
and  is  trving  to  offer 
wired  service  there. 
"There's  little  or  no  in- 
centive to  open  up 
their  market  to  com- 
petition."' sjvs  Mavo 
Flynt,  in  charge  of  regulator/  affairs  for 
BellSouth  International. 

Instead  of  deploring  the  monopoly, 
you  could  invest  in  it.  At  a  recent  S  14.56 
Telefonica's  American  Depositary 
Shares  sell  for  14  times  expected  vear- 
2000  earnings  and  32  times  the  cash  div- 
idend. In  contrast,  BellSouth  is  trading 


Cheap  Monopolies 


at  20  times  estimated  earnings  and  58 
times  the  cash  dividend. 

Telefonica  may  deserve  some  of  its 
discount — the  unstable  Peruvian  econ- 
omy does  not  fill  the  investor  with  confi- 
dence^— but  it  would  be  wrong  to  assume 
any  formerly  state-owned  monopoly  is 
bumbling  and  inefficient.  Tele  Danmark, 
for  example,  divested  from  the  Danish 
government  in  1994,  has  doubled  its  rev- 
enues since  then,  while  increasing  em- 
ployment by  only  5 
The  productivity  gain 
turned  into  a  38%  in- 
crease in  net  income. 
Tele  Danmark  sells  for 
30  times  this  year's  ex- 
pected profits — too 
high  for  the  table  below. 
But  it  is  ranked  479th  in 
our  International  500s 

The  table  lists  eight  formerly  state- 
owned  firms  (all  traded  in  the  U.S. 
through  either  American  Depositary  Re- 
ceipts or  ADSs)  that  continue  to  have  a 
monopoly  or  near-monopoly  in  their 
sector,  but  seem  undervalued  despite 
this  ad\antage.  All  but  two  pay  divi- 
dends, while  none  sells  for  more  than  15 


MONOPOLIES 
AREN'T  BAD 
FOR  THOSE  WHO 
HAPPEN  TO  OWN 
SHARES  IN  THEM. 


times  estimated  profits  for  this  year  an 
200 1 .  The  companies  have  revenues  of 
least  SI  billion  U.S.  I  and  are  reasonab 
liquid,  with  .ADR  or  ADS  share  volum 
oi  at  least  1,000  per  day  on  average. 

Jeremy  Podger,  who  manages  th 
Global  Privatization  Fund  from  Lon 
don,  has  more  than  a  few  monopolies  ii 
his  portfolio.  One  is  BAA,  which  man 
large  airports  in  the  United  King 
dom.  "It's  almost  impossible  to  fly  int 
or  out  of  London  without  using  thei 
sen  ices.''  says  Podger.  baa  has  a  ni 
profit  margin  ot  12%  and  sells  for  1 
times  estimated  earnings  for  2000.      I 


These  formerly  state-owned  firms  have  managed,  in  large  part.  To  retain  the  monopolies  they  enjoyed  prior  to  their  initial  public 
offerings.  All  of  fhem  are  expected  to  be  profitable  this  year  and  next,  and  many  are  bargain-priced  relative  to  free-market  peers. 


PllCt 


ha  am 


Country 


receit 


12-monTti 

higli       low 


Yield 


ESTIMATED  P  E 
2000         2001 


Sales 
(S«il) 


Market 
value 
($■«) 


airport  services 


UK 


$7.72     $10.63     $5.60        3.3%        13.5 


13.1 


$2,752 


$14,741 


Cwmx.' cement 


Mexico 


23.13      26.91    11.70 


0.0 


5.9 


5.4 


4.806 


:  293 


ENI  oil  &  gas.  chemicals 


Italy 


57.25       62.25    41.89 


31 


11.9 


9.3 


32.311 


43.376 


Lukoil  Holdiig 

Russia 

23.00 

31.80    12.70 

0.7 

5.6 

5.3 

10.008 

6.609 

NatiaaaJ  Nwer  electric  utility 

UK 

2508 

30.30    15.93 

6.1 

12.4 

11.6 

4.788 

7.705 

??trtbras  :    kps 


Brazil 


13.73       17.04       6.32 


2.1 


4.0 


3.2 


16.057 


24  46Q 


PetnjCfcJta  ail  4  gas.  cher 


China 


20.88   21.08  11.70 


0.0 


6.7 


9.0 


21.254 


;5ri: 


del  PeriVtelepfione  utility 


Per. 


14.56   20.61  11.12 


3.2 


I-:-: 


12.0 


1  251 


:  855 


;s:  WorUscofm;  IBES  International  and  Interacrve  Data  Corp  via  FactSet  Research  Systems 
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ou  get  a  different  perspective  from  up  here, 
high  in  the  Southern  Rockies  of  Colorado. 
You're  in  the  midst  of  250  magnificent 
i  miles  known  as  Forbes  Trinchera  -  the  perfect 
i'  y  from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
ional  staff  of  fifty,  fit  perfectly  into  the  natural  set- 
this  property. 


Here,  you're  surrounded  by  majestic  beauty, 
■eaks  scrape  the  blue  Colorado  sky  -  the  highest 
:r  3  14,345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 


feel  invigorated,  revitalized  and  re-generated.  You  will  accom- 
plish much  more  at  your  meetings. 

And  after  work,  there's  play.   More  than  forty 
miles  of  trout  filled  streams.    Miles  of  trails  to  hike 
on  and  discover.  Skeet  shooting.  Horseback  riding.  And 
you're  not  that  far  from  a  challenging  golf  course.  Let  our  alti- 
tude give  your  next  meeting  a  fresher  attitude.  If  you'd 
like  a  closer  look,  call  01-719-379-3263,  or  email  us 
at  tryland@forbes.com 

FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retreat 


TREETWALKER 


Bevond  the  Centerfold 


-        -    3EE 

: 
z.    --. 


: 
P  !a.~r  c  v 
:    -    ~  :n 


: 

: 

"an_ar    .-.a  -•:     :a.— e* 


: :  i" 


ft 


;mcii"»  :uTir*:w^ 


Mark  Borar,  head  of 


:-i.a.7'c    .:—    .     .,;  v.'-     :-;-;_"     7  J    ?C 


mt  am 


•ome  se.\ 


Software  Revival 


d,  na 


- 
-ie  to  bo 


-     ".  .  .  ;  -  .  r.  i 

' 

rbusiBc  Alness  e- 

cornmerce,  a  burgeoning  are- 
;  _ . ■  -  -  — 

vare.  which  allocs  corpora- 
tions to  construct  iloba  tks — 


1  u.    v_-  II-.--;-  -    -■_.-       -  .     ■: 

- 

:  ;  -        .    :  "        '  -  "  1.           "          indc 

::•".'     1     :--:-:  -    r_  :  :_-_=  be: 


Digital  Dogfigh 

■ 

r 

-  .   :  ■      ; :  -       '  I    -;.-       -..:.-.  ma 
integrated  circL- ~ 

:;_:.;       -.:      [a      ■      >--    Iei>  : 

1    ■ 


such  : 
ottered  | 

There  s  trouble  oardroo^ 

vtor  George  Haber.  as  he 
parted  the  board  recer 
public  Wast  at  the  competence  of  1 
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Dishing  the 


Internet 


telephone  and  television 
smal  satellite  dish  o 

ing  such  an  undertaking  for  th. 

U" 


• 


n  subscribers  by  2003. 

Israel-based  Gilat  (Nasdaq:  GILTF), 
ich  previously  focused  on  satellite  ser- 
es for  corporations  and  governments, 
s  some  powerful  competition.  General 
)tors  subsidiary  Hughes  Electronics, 
nvn  for  its  DirectTV  satellite  service,  is 
wing  into  Internet  and  phone  offer- 
is  well.  But  Gilat  boasts  deep-pock- 
d  partners  in  the  new  venture:  Mi- 
>soft,  EchoStar  and  ING  Furman  Selz. 

Merrill  Lynch  analyst  William 
kin  says  Gilat's  share  price  still  does 
t  reflect  its  great  potential:  At  $69  it's 
\vn  60%  from  its  February  high. 
lat's  price  is  35  times  Pitkin's  esti- 
for  2000  earnings,  low  for  a  tech 
Dck.  — Heidi  Brown 

*aper  Value 

TERNATIONAL  PAPER'S  STOCK  PRICE  IS 
f  its  $60  January  high.  Investors  sus- 
ct  the  company  is  paying  too  much  to 
|iiire  rival  Champion  International. 
Allen  Simpson,  head  of  Philadel- 


|  growth  potential  for  International. 

ia's  Simpson  Capital  Management, 
Elks  that  the  market  has  gone  too  far 
i  International  (NYSE:  IP),  which 
des  at  1 . 1  times  book  value;  its  aver- 
for  the  past  ten  years:  1.5.  The  $10 
ion  Champion  buyout  should  bring 
isolidation  gains  to  an  overcapacity- 
den  industry.        — Michael  Maiello 


3 


To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at 
www.forbes.com/streetwalker. 


On  12  Million  Businesses-Absolutely  FREE! 


FREE  CREDIT  REPORTS  -Why  pay  exorbitant  prices  to  bandits  when  you  can  have  it 
for  FREE?  Our  credit  reports  contain  detailed  information  such  as:  Company  Name,  Address, 
Phone,  Fax,  Contact  Name,  Employee  Size,  Estimated  Sales  Volume,  SIC  Code,  Credit  Rating 
Code  and  much  more!  Soon  we  will  have  a  picture  of  each  business. 

FREE  CREDIT  APPLICATIONS -Fill  out  your  credit  applications  FREE  on  the  Internet! 

LOW  COST  "WATCHDOG™  SERVICE"  -Get  updates  on  any  business  for  only 
$6  per  year  per  business. 

LOW  COST  BUSINESS  CREDIT  DIRECTORY 

For  any  state  or  even  the  entire  U.S.  They  all  include  CD-ROM/DVD  at  no  extra  charge! 

SALES  LEADS  &  MAILING  LISTS 

Buy  sales  leads  &  mailing  lists  online  24  hours  a  day  7  days  a  week! 

MESSAGE/OPINION  BOARD 

FREE  access  to  opinion  boards  where  customers  and  vendors  write  about  their  experiences. 

PRIVATE  LABEL  WEB  SITE 

Put  Business  Credit  Reports  on  your  web  site  for  FREE. 

Call  Arvind  Jain  at:  (888)  274-5325  or 
E-mail:  arvind.jain@businessCreditUSA.com 

businessCreditlJSA.com 


378  Vintage  Park  Drive  •  Foster  City.  CA  94401  •  Phone:  (650)  389-0691  •  Fax:  (650)  389-0707 
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Don  t  play  aroun. 

with  your  health." 


LkteiLlo  your  body. 

Most  guys  know  the  score  when  it  comes  to  sports,  hut  when  it  comes  to 
health,  iust  knowing  the  score  isn't  enough.  To  help  you  stay  on  top  of  your 
game,  don't  smoke,  eat  right,  exercise,  and  make  time  to  gel  regular  medical 
checkups.  Seeing  and  talking  to  your  health  care  professional  could  make  a 
big  difference,  and  it  could  save  your  life. 


i take  action  now: 

inie  to  visit  your  health  care  professional  lor  a  checkup. 
Ask  about  the  steps  you  can  take  to  increase  vour  chances  of 
living  a  long,  healthy  life.  Mien  call  the  toll-tree  number 
below  tor  a  free  guide  to  healthy  living  lor  men  and  great 

ideas  on  how  to  improve  your  health. 

Call  1-800-955-2002  or  visit  our  website  i 
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1ARKETS  and  FORECASTS 


HE  OVERALL  MARKET 


-week  performance 
s  of  6/28/00 


arra  All-US  Index1 

-0.2% 

&P  Barra  Growth  Index2 

1.1 

&P  Barra  Value  Index3 

-3.6 

ow  Jones  industrials 

-1.5 

&P500 

-1.1 

AFE4 

-1.3 

a  roes  Internet  Index 

-0.3 

orfces  40  Index  (total  return) 

1.7 

— Barra  All-US  Index  of  9,200  stocks 
—200-day  moving  average 

Market  value:  $17.5  trillion 
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Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
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NTEREST  RATES 


[stimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Jridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  June  28. 


ACTUAL 

2000  ESTIMATE 

1999             Latest 

Mean           5/19/00 

1-year  Treasury  yield  (%) 

6.48                5.95 

6.14                 0.5 

month  Treasury  yield  (%) 

5.33                5.80 

6.40                3.1 

ederal  funds  watch 

.ast  action:  May  16,  2000,  +50  basis  points.  Current  rate:  6.5%. 
Jext  Federal  Reserve  meeting:  August  22,  2000. 


iPECIAL  STOCK  FQCUS 


Acquisitions  and  higher  energy  prices  are 
ielping  several  Canadian  oil  and  gas  pro- 
iucers  and  refiners  substantially  increase 
>ofh  revenues  and  profits.  As  a  group,  the 
even  energy  companies  below  are  ex- 
acted to  double  their  per-share  earnings 
his  year.  These  stocks  trade  at  an  average 
)f  15  times  estimated  year  2000  profits, 
ompared  with  22  for  the  energy  sector. 


The  IBES  estimate  revision  ratio  (total 
number  of  estimates  revised  upward, 
divided  by  number  revised  down- 
ward) is  0.73.  During  the  entire  first 
quarter  the  ratio  remained  above  I. 
Analysts  now  expect  the  S&P  500  to 
earn  $58.59  this  year  versus  a  fore- 
cast of  $58.68  in  mid-May. 


Edited  bvShlomoZ.  Reifman 


FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change      Expected 
Estimated        versus       year-to-year 
P/E       3  months  ago  EPS  growth 


S&P  500 


2000 


25 


0.1% 


18% 


2001 


22 


-0.3 


14 


MSCI  World-ex  US4 


2000 


26 


1.9 


29 


2001 


23 


1.4 


15 


IBES  estimate  increases/decreases 


June  '00    June  '01 


S&P  500 


0.73 


0.80 


MSCI  World-ex  US4 


1.24 


1.21 


Rising  estimates 


China 
Hong  Kong 
Romania 
Russia 

Thailand 


Falling  estimates 


Argentina 
Czech  Republic 
Israel 
Japan 
Philippines 


Source:  IBES  International  Inc. 
FfiRRFS  IMTFRNFT  IIMIVtnCFS 


Index 

Recent 

5/19/00 

Value 

111.4 

101.2 

Companies 

317 

313 

Valuations 

Stock  price/sales 

10 

9 

Market  value  ($bil) 

$671 

$613 

Sales/employees  ($thou)  $125 

$129 

12-month  sales  growth 

200% 

198% 

2000  estimates 

Sales  total  ($bil) 

$45.6 

$51.4 

Stock  price/sales 

6 

6 

P/E 

159 

143 

Sources:  Forbes;  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

Stock 

price 

2000s 

ompany 

EPS 

P/E 

aytex  Energy 

$9.43 

$0.89 

11 

onavista  Petroleum 

18.29 

0.84 

22 

abre  Exploration 

10.98 

0.97 

11 

madian  Hunter  Exploration 

21.63 

1.47 

15 

aramount  Resources 

11.12 

0.77 

14 

o  Alto  Exploration 

18.66 

1.32 

14 

tell  Canada 

23.58 

1.46 

16 

stimated.  Sources:  Bloomberg  Financial  IV 
ernational  and  Interactive  Data  Corp.  via  f 
search  Systems;  IBES  Express. 

arkets;  li 
actSet 
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WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 

Buying 

Selling 

Price 

Price 

EPS7 

EPS7 

Hanover  Compressor            $35.00 

$0.89 

EGL 

$32.06 

$1.08 

Metromedia  Fiber  Network     39.81 

-0.97 

Forest  Oil 

16.50 

1.30 

Nabors  Industries                 39.81 

0.79 

MapQuest.com 

16.25 

-0.36 

SBA  Communications             53.63 

-1.05 

MarchFirst 

18.94 

0.75 

Tech  Data                            42.50 

2.87 

UAL 

57.13 

9.60 

'2000  estimate.  Sources:  steinbergindicator.com:  Bloombe 

rg  Financial  Markets;  IBES  Express. 

See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded,  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 
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FORRES/BRinGE  CONSENSUS  ECONOMIC  FORECAST 

The  U.S.  Economy 

ACTUAL                                2000  ESTIMATE 

1999           Latest 

Mean  Chg  fr  5/19/00 

Automobile  sales1  (mil) 

17.4            18.0*    may 

17.4             4.2% 

Capacity  utilization  (%) 

81.1            82.1      may 

81.7             0.8 

New  housing  starts2  (thou) 

1,667          1,666*  p  may 

1,597             1.5 

Retail  sales3  ($bil) 

2,246          2,324*  p  may 

2,478             0.2 

Trade  balance4  ($bil) 

-268           -312*  papr 

-340             1.8 

Unemployment  rate5  (%) 

4.1              4.1      may 

4.1             1.7 

Gross  domestic  product  (%  chg) 

4.2              5.56       1Q 

4.8             9.3 

Inflation 

2.7             3.0*    may 

3.1             2.3 

CPI  services  (unadjusted )(%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6              3.1*    may 

3.1           10.0 

Prices 

227.25         225.92 

233.90           -0.3 

CRB  Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50         292.50 

286.40             0.4 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60          31.90 

25.43             2.5 

Currency 

1.94            2.07 

2.13           -0.9 

German  marks  per  dollar 

Yen  per  dollar 

102             106 

106           -5.2 

Dollars  per  euro 

1.01             0.94 

1.02             20 

No  other  economic  expansion  period 
since  1949  has  produced  as  many  as  23. 
million  nonfarm  jobs,  the  number  create  I 
in  the  economic  expansion  that  started  i] 
April  1991.  But  Anthony  Chan,  Banc  Onef 
Investment  chief  economist,  points  out 
that  during  this  extended  boom  period 
job  growth  was  at  a  2.2%  annualized 
rate,  versus  an  average  of  3.2%  for  the 
previous  eight  economic  expansions. 
Chan  thinks  that  by  2001  the  annualizec 
growth  rate  will  fall  to  2.1%. 

Closeup:  Total  nonfarm  labor  force 


Millions,  seasonally  adjusted. 


Source:  Bureau  of  Labor 
Statistics. 
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JJAS       ON      DJFMAM 
Forbes  Index:  Current:  323.0  2-wk  chg:  Q.3% 


BRIDGE  COMMODITY  SPC 

Futures 

Price     3-mo  chg 

Sept  Chi  wheat  (bushel) 

$2.84           5% 

Sept  copper  (lb) 

0.83           1 

Oct  cotton  (lb) 

0.57         -6 

Sept  crude  oil  (bbl) 

30.65         22 

Oct  platinum  (troy  oz) 

559.30         21 

Futures  Index 

Value    3-mo  chg 

CRB  Index 

224.95           6% 

Precious  metals 

272.98           7 

Grains 

163.55         -5 

Industrials 

202.47            1 

Livestock  &  meats 

248.63         -5 

MUTUAL  FUND  SPECIAL  FOCUS 


The  performance  of  energy-sector  funds  is  closely  tied  to  changes  in  petroleum  price 
Increases  in  the  price  of  oil  of  24%  year-to-date  and  75%  during  the  past  12  months  helpt 
these  funds  post  average  returns  of  31%  and  34%,  respectively,  over  the  same  periods. 

TOTAL  RETURN7^ 

Assets  ($mil) 


Fund 


Excelsior  Energy  &  Natural  Resources 


Fidelity  Select  Energy9 


Icon  Energy 


Invesco  Energy 


Rydex  Energy  Services 


Vanguard  Energy 


3  years8 


lyear 


YTD 


14.9% 


25.6% 


26.9% 


14.6 


22.1 


21.9 


NA 


49.7 


39.1 


16.6 


43.3 


38.8 


NA 


44.4 


38.4 


8.4 


17.5 


21.3 


$78 


255 


49 


334 


98 


1,195 


SEPTEMBER  S&P  500  FUTURES 
September  S&P  500  futures  hit  a  high  of 
1,595  in  late  March  but  are  now  down  to 
1,471.  Investors  don't  expect  the  market  to 
surpass  its  previous  peak  anytime  soon. 


1500 


1400 


Source.  Bridge  Commodity 
Research  Bureau. 


Jan 


Feb       Mar 


Apr 


May       June 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9.000 
securities,  stock  reports  and  more. 


Through  June  29.  Annualized.  93%  load.  NA:  Not  available.  Sources:  Forbes:  Upper  Inc.:  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


With  the  Nasdaq  up  23%  over  the  past  30  days,  Renaissance  Capital's  Randall  Roth  ex- 
pects many  of  the  379  firms  in  the  pipeline  to  choose  a  date  to  go  public.  For  example: 
Triton  Network  Services  originally  planned  a  May  offering.  It  is  now  slotted  for  early  July. 

ESTIMATED  OFFERING 


Company/business 


Axcelis  Technologies/semiconductors 


MoreDirect.com/B2B  services 


Network  Engines/data  storage  devices 


OmniVision  Technologies/image  sensors 


Sunrise  Telecom/telecom  testing  equip 


Triton  Network  Sys/broadband  wireless  equip 


Share  price($)  Shares(mil)   Size(Smil) 


$20-22 


15.5 


$326 


NA 


NA 


NA 


13-15 


6.3 


9-11 


5.0 


50 


11-13 


4.0 


48 


10-12 


5.5 


61 


Sales10($mil 


$481 


33 


15 


40 


61 


NA;  Not  available.  '"Latest  12  months.  Source:  Renaissance  Capital/www.ipohome.com. 

'12  months  p:  preliminary,  r  revised.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook  Tota 
single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto  sales,  seasonally  adjusted  'Total  goods  and  services,  seasonal) 
adjusted.  5Percent  ot  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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_  -    „  Global  Internet 

OUbleCllCK   Advertising  Solutions 


Special  Report 


July/August  2000 


Finally! 

eCommerce  Fulfillment 

that's  Actually  DESIGNED 

for  eCommerce. 

•  Reliable  Order  Fulfillment 

•  High-Speed  Delivery  Nationwide 

•  Real-Time  Inventory  Control 

learn  more  at 
corp.sameday.com 


e-comnnerce 

all  Centers  to  "1   The  Internet's  Trust  Utility 


*ofit  Centers 

iess  Systems  helps 
;oms  optimize  customer 
imunications 
Vlike  Wiebner 


WITNESS  SYSTEMS  INC 


oviding  quality  serv- 
:e  to  e-business  cus- 
rs  is  the  hot  topic 
g  the  Internet  set.  Evidence  of  the  bottom- 
npact  of  customer  interaction  centers 
s  their  optimization  a  top  priority  for 
let  and  Global  2000  firms, 
any  of  these  companies  are  turning  to 
ess  Systems  for  monitoring  and  analyzing 
customer  interactions  across  all  communi- 
is  channels.  Its  eQuality  software  auto- 
»  recordings  based  on  user-defined  rules, 
ronizes  voice  and  data  records,  and  ana- 
phone  and  Web  interactions — all  exactly  as 
•ienced  by  the  customer, 
i  learn  how  Witness  Systems  and  its 
lity  software  solutions  can  benefit  your 
ct  center  operations  or  for  the  complete 
"Call  Centers  to  Profit  Centers,"  please 
vww.witness.com. « 


Merger  of  VeriSign  and  Network  Solutions 
creates  #1  player  in  Internet  infrastructure  services 

By  Mike  Wiebner 

The  Internet  economy  once  resembled  Clint 
Eastwood's  old  spaghetti  western,  "The  Good, 
The  Bad  and  The  Ugly."  Everyone  chased  gold,  the 
bodies  piled  up,  and  six-shooters  settled  disputes,  not 

verifiable  transaction  records  and  well-established 
^^       business  practices.  However,  thanks  to  the 
^^   widespread  use  of  the  online  authentica- 
tion, validation  and  payment  services  pro- 
vided by  VeriSign,  Inc.,  business  on  the 
Net  has  become  much  more  secure — 
and  a  lot  less  scary. 

With  its  recent  $  1 5  billion  acquisition 
of  Network  Solutions, VeriSign  plans  to 
build  on  its  #l  position  in  the  Internet 
trust  services  arena,  says  Stratton  Sclavos, 
president  and  CEO  of  VeriSign.  "We  are 
positioned  to  win  between  1 0-20  percent 
of  what  will  in  five  years  be  a  $500  billion 
market  for  Internet  infrastructure  services. 
Continued  on  page  6 

Stratton  Sclavos,  president 
and  CEO  of  VeriSign. 


-Customers  Demand  Service 

;w  partnership  helps  dotcoms  improve  customer  service 


Liz  Appleby 


As 


majority  of  customers  now  refuse  to  use  web- 
sites that  offer  "slow"  or  "incompetent"  cus- 
t  ler  service,  according  to  recent  surveys. Two 
c  ipanies  have  formed  a  worldwide  partnership  to 


meet  the  need  for  better  e-customer  service. 
Quintus  Corporation  will  now  resell  Siebel  Systems' 
eBusiness  Applications,  while  Siebel  Systems  will  OEM 
universal  queuing  technology  from  the  Quintus 
eContact  ™  suite. To  learn  how  to  personalize 
your  e-service,  visit  www.quintus.com.  « 
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OOO  Larstan  Publishing,  Inc.  All  rights  reserved. 
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"We  now  have  what  it  takes  to  be  an 
Internet  powerhouse.  HAHTs  cutting-edge  B2B 
e-commerce  solutions  have  enabled  us  to 


leverage 


systems 

Processing  an  Internet  order  used  to  take  us 

one  and  a  half  times  as  long 
as  taking  a  phone  order.  Now  that  we've 
implemented  HAHT,  our  operations  are 
streamlined  and  efficient!' 

rith  more  than  20,000  orders  a  month, 
valued  at  more  than  $3  million  dollars,  rapid 
deployment  of  ready-to-go  systems  is  a  must. 

1 h         HAHT  B2B  Sellside  e-Commerce  Solutions: 

HAHT®  Commerce  e-Scenarios " 
HAHT* Sellside  Links"  and  Sellside  Exchange" 

\ 

D  Just  os  Sigma- Aldrich'  is  recognized  as  o  leader  in  life  sciences,  Hie  company's  e-Commerce  system  is  recognized  as  the  best  in  the  chemical  industry 
*j*|  by  readers  of  Chemical  and  Engineering  News  and  Today's  Chemist  at  Work  in  independent  surveys  And  Network  World  awarded 
HH  Sigmo  Aldrich  their  e-Commerce  Innovator  of  the  Year  award  for  its  efforts  in  integrating  its  back-office  applications  with  their  website  using  HAHT 


back-end 
in  real-time 


Larry  Blazevich 

CIO 

S1GMA-ALDRICH 


t.com 


888  GET  HAHT  [INSIDE  US] 


919  786-5100  [OUTSIDE  US] 
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ndustrial  Supplies 
rocurement  Going  Digital 

5rainger.com  delivers  maintenance,  repair  and 
>perations  (MRO)  supplies  to  growing  online  markets 


ty  Anjali  Reddy 

rhe  industrial  supplies  marketplace 
had  traditionally  been  conducted 
-cording  to  old  school  rules.  Call  cen- 
2rs,  catalogs,  brick-and-mortar  stores  and 
eld  sales  reps  handled  the  great  majority 
f  sales. 

With  the  growing  use  of  the  Internet, 
owever,  providers  of  maintenance,  repair 
id  operations  (MRO)  supplies  are  geared 
3  prepare  for  the  expected  boom  in 
nline  MRO  purchasing.  One  company 

itioned  to  head  the  pack  is  Grainger,  a 

ell-known  leader  for  more  than  70  years 

the  MRO  supplies  marketplace.  For  five 

iars,  Grainger  has  pioneered  e-procure- 

ent  online  through  its  digital  offerings  like 

rainger.com. 


companies  of  all  sizes.  Also,  those  who 
have  purchased  MRO  supplies  over  the 
Internet  reported  a  strong  preference  for 
this  method  due  to  its  convenience  and 
speed. 

Ready  for  Net  Gains 

To  prepare  for  this  Internet  procurement 
upswing,  Grainger.com  has  been  redesigned 
to  include  faster  connectivity,  greater  inter- 
activity and  a  host  of  customizable  features 
to  go  along  with  the  automated  ordering 
process,  explains  Jim  Ryan,  president  of 
Grainger.com. 

Users  can  now  customize  the  site  to 
their  specific  industry,  product  demands 
and  buying  history.  Features  include: 
"Personal  Lists"  that  allow  users  to  store 
information  about  frequently-ordered  items; 


urvey  Says 

arket  Facts,  Inc.  conducts  an 

tnual  independent  survey  of 

anagers  with  purchasing  power  for  MRO 

jpplies.  For  "Trends  and  Tracking  in  MRO 

jpply  Purchasing  and  Management," 

leased  in  February  2000,  they  inter- 

ewed  600  purchasing  managers  working 

>r  a  cross-section  of  MRO  supply 

jstomers.  The  survey's  find- 

gs  show  that  the  use  of  the 

ternet  is  growing  across 


GRAINGER,  com 


1 


*: 


ew  and  existing 
jstomers  are  buy - 
9  MRO  supplies  at 
rainger.com. 


"Express  Checkout"  that  simplifies  the 
ordering  process;  and  a  more  powerful 
search  engine  that  enables  searches  across 
multiple  variables,  including  product  catego- 
ry, item  number  and  manufacturer  for 
Grainger.com's  more  than  220,000  products. 
This  helps  reduce  the  time  required  for 
researching,  locating  and  purchasing 
MRO  supplies — a  major  cost  com- 
ponent for  customers.  Personalizing 
the  site  will  also  allow 
Grainger.com  to  deliver  relevant 
content  and  product  promotions  to 
its  customers. 


Virtual/  Physical 
Options 

Even  with  the  Internet's 
growing  popularity,  the 
MRO  purchasing  sur- 
vey indicated  most 
customers  still  pre- 


i 


\, 


Case  Study 

Companies  are  facing  growing  competi- 
tive pressures  to  reduce  processing 
costs.  Because  of  sheer  product  number 
and  variety,  sourcing  industrial  supplies 
has  always  eaten  up  a  disproportionate 
share  of  a  company's  total  costs. 

Stanley  Aviation,  a  Grainger  cus- 
tomer for  more  than  1 0  years,  was  fac- 
ing these  industry  wide  competitive 
pressures  like  everyone  else,  reports 
Dick  Cook,  the  company's  environment 
safety  facility  and  health  manager. 

For  the  past  year  Cook  and  his 
team  have  migrated  to  Grainger.com 
for  placing  their  orders.  "Grainger.com 
allows  us  to  order  when  it  suits  us," 
says  Cook.  "I  get  my  specific  price 
online  and  products  are  available  for 
next  day  delivery.  It's  made  ordering 
MRO  products  very  efficient  for  us." 

fer  that  MRO  suppliers  offer  a  variety  of 
purchasing,  information  and  delivery 
options. 

In  addition  to  its  virtual  storefront, 
Grainger  operates  370  branches, 
a  full-service  catalog  business  and 
call  center,  and  an  extensive  field 
sales  force.  Customers  have  a 
variety  of  ways  to  collect  any  order  they 
place.  Orders  placed  over  the  Internet, 
for  example,  can  be  picked  up  at  a  local 
branch  the  same  day,  or  received  through 
next-day  shipping.  Grainger.com  has  also 
forged  relationships  with  Enterprise 
Software  Vendors  (ESVs)  that  organize 
the  procurement  process  and  integrate 
with  a  company's  existing  ERP  or  legacy 
system,  as  well  as  established  relation- 
ships with  numerous  horizontal  and  verti- 
cal marketplaces. 

"Whether  a  site  is  an  ESV,  a  market- 
place or  a  storefront,  the  blood  that  gives 
life  to  the  digital  market  is  content  and 
search,"  points  out  Ryan.  "Our  partners 
need  distributors  with  advanced  search 
capabilities,  real-time  pricing  and  local 
availability." 

Grainger  is  confident  that  this  combina- 
tion of  virtual  and  physical  MRO  supply 
capabilities  will  provide  comprehensive 
service  to  its  customers — and  win  it 
a  healthy  share  of  the  growing  online 
market. « 
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TargitMail.com, 

a  new  innovation  in  permission-based  direct  e-mail  marketing, 

is  forming  just  these  types  of  relationships,  creating  a  great  new  marketing  option. 

Uniting  marketers,  e-mail  and  Internet  service  providers,  and  customers, 

TargitMail.com  has  created  an  environment  that  provides 

a  little  something  for  everyone,  regardless  of  their 

"unique"  needs. 


TargltMail.com  The  future  of  permission-based  direct  e-mail  database  marketing. 
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Customer 
Retention 
Made  Easier 

freightquote.com  helps  e- 
businesses  deliver  the  goods 

By  Steve  Williams 

■^Foday's  "pick-and-click"  approach  to 

I    purchasing  is  putting  greater  demand 
on  e-businesses  to  satisfy  customer  needs. 
Businesses  who  fail  to  provide  instant  grati- 
fication with  a  positive  overall  experience 
are  finding  that  customers  are  leaving  their 
sites,  never  to  return. 

While  many  sites  offer  the  products 
that  their  customers  are  looking  for,  they 
frequently  fall  short  on  delivering  the  goods 
that  are  purchased.This  oversight  forces 
customers  to  leave  the  site  to  price  and 
arrange  transportation  for  their  purchases. 

freight  quote- COITI 

As  a  leading  provider  of  freight  solu- 
tions.  freightquote.com  is  helping  scores  of 
B2B  marketplaces  overcome  this  challenge 
by  providing  their  customers  with  a  variety 
of  shipping  options  directly  from  the 
sxchange  site. 

"Our  integrated  partners  realize  the 
freightquote.com  advantage  with  every  cus- 
tomer purchase,"  says  Tim  Barton,  CEO  of 
freightquote.com. "By  providing  a  customer 
*ith  real-time  shipping  options,  our  part- 
lers  have  not  only  secured  a  business 
transaction,  they've  also  done  something 
else:  convinced  a  customer  to  come  back." 

"Successful  e-commerce  depends  on  the 
ulfillment  of  online  ordering,"  says  Michelle 
Miller,  chief  operating  officer  for  Marex.com, 
:he  marine  industry's  leading  B2B  e-com- 
nerce  company.  "With  freightquote.com's 
lexible  and  cost-effective  logistics  options, 
*e're  confident  that  they'll  meet  and  exceed 
he  transportation  needs  of  our  large  and 
expanding  member  base." 

In  fact,  a  growing  number  of  B2B 
exchanges  have  turned  to  freightquote.com 
or  online,  real-time  rating,  scheduling  and 
:racking.  Most  importantly,  these  companies 
ire  increasing  customer  satisfaction — and 
■etention. « 

aa/wv.  larstarr.  net 


What's  it  going  to  be... 

Buy  or  Bye? 


Want  to  improve  your  odds  for  closing  the  deal? 

Dozens  of  B2B  exchanges  have  partnered  with 
freightquote.com.  With  our  real-time  XML  interface,  potential 
buyers  can  compare  their  freight  options  instantly.  They'll 
have  precise,  instant  quotes,  electronic  scheduling,  transit 
documents  and  online  tracking  during  the  purchase 
process. 

Don't  drive  your  clients  somewhere  else  when  the  complete 
freight  solution  is  available  today  and  is  absolutely 
free. 


mmmm 
li 


■-ipi»i 


i    Hi  i 


Convert  online  prospects  into  completed  transactions. 
Contact  the  Integrated  Solutions  Department  today  at 
freightquote.com. 

888-875-7822  •  913-642-4700  ext.  455 


f  reightquote  -COITI 
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tj  Quality 


,ng  fQuaJjty  to  rBusiness 


A  WITNFSS  SVSTEMS 

INNOVATION 


Internet's  Trust  Utility:  Cont  from  page  I 
We  are  aiming  to  get  every  other  type  of 
Internet  firm  as  a  customer." 

VeriSign  has  led  the  way  in  enabling 
secure  communications  and  economic 
transactions  over  the  Internet.  In  fact,  the 
company  already  holds  90  percent  of  the 
website  security  market  and  40-50  percent 
of  the  enterprise  security  market,  while 
Network  Solutions  is  known  for  being  the 
on-ramp  for  most  businesses  going  into 
the  Internet  age  and  a  customer  base  that 
numbers  in  the  millions. 

Less  well  known  is  that  Network 
Solutions  exclusively  manages  the 
Internet's  back-end  infrastructure  for  .com, 
.net  and  .org  called  the  Registry  and  key 
parts  of  the  DNS  system.This  globally 
deployed,  scalable  routing  system  will  be 
enhanced  with  VeriSign's  technology  and 
infrastructure  now  operating  in  20  coun- 
tries. "At  some  point,  every  company  on 
the  Internet  will  be  touching  one  of  our 
systems,"  says  Sclavos.  "Together  we  now 
manage  nine  of  the  12  authoritative  .com, 
.net  and  .org  name  servers.  By  year's  end, 
we  will  manage  all  of  them." 

The  combined  company  will  serve  as  a 
one-stop  shop  for  e-businesses,  partnering 
with  its  customers  to  provide  end-to-end 
services  from  the  simplest  applications  to 
the  most  advanced.  "Internet  businesses 
need  more  than  just  a  name,  an  address 
and  a  way  to  be  paid,"  says  Sclavos.  "They 
also  need  a  means  to  prove  that  their 
company  actually  exists  and  that  transac- 
tions took  place. VeriSign  and  Network 
Solutions  offer  all  the  elements  a  company 
needs  to  develop  a  trusted  business  identi- 
ty in  the  digital  world.  By  plugging  into  our 
trust  utility,  e-businesses  will  be  up  and 
running  and  doing  business  transactions 
right  away — just  like  plugging  into  an  elec- 
tric utility." 

And  with  those  tools  in  hand,  today's 
Internet  pioneers  can  focus  on  prospecting 
for  gold — actually  running  their  businesses 
— and  not  on  the  itchy  trigger  fingers  of 
any  Clint-like  competitors. « 


Forecasting  Markets  at  Web  Speed 

Active  Research  Takes  Guesswork 
out  of  Product  Management 
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By  John  Smith 

'ompanies  are  now  racing  faster  to  determine  exactly 
•  what  their  customers  want — and  with  good  reason. The 
Internet  has  accelerated  everything. The  Web  is  making  markets  more  competitive.  At  the 
same  time  product  lifecycles  are  shrinking.  How  do  you  keep  up? 

Companies  such  as  Sony  and  Kodak  are  using  state-of-the-art  technology  from  Active 
Research  to  effectively  track  their  markets  and  design  new  products  specifically  tailored  to 
customer  demands.  At  ActiveResearch.com.  clients  can  select  from  the  150  market  cate- 
gories that  are  actively  tracked  and  instantly  view  real-time  reports  on  what  consumers 
want.  "A  manufacturer  can  input  a  new  laptop  concept  and  immediately  forecast  its  future 
share,"  says  Active  Research  CEO  Tom  DuBois.'This  can  reduce  a  company's  time-to-mar- 
ket by  four  months." 

Active  Research  already  powers  most  of  the  web's  top  e 
commerce  sites  and  licenses  its  product  recommendation  technol-l 
ogy  to  45  leading  portals,  including  CBS's  lwon.com,  Disney's  Go 
Network, Yahoo,  Lycos,  Bizrate,  Dealtime  and  Productopia.To  learn 
more,  visit  www.ActiveResearch.com  or  call  650-342-0500. « 


Online  Retailing  to 
Top  $61   Billion  in  2000 

Many  Online  Retailers  Seeing  Boom  in  Profits 

By  Robert  L.  Smith,  Jr. 
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I  orth  American  online  retail  sales  sur- 
passed $33  billion  in  1 999  and  are 
expected  to  soar  to  $6 1  billion  in  2000. 
And,  contrary  to  popular  belief,  many 
Internet  retailers  are 
indeed  making  a  profit. 

In  fact,  nearly  40 
percent  of  the  retailers  surveyed  for  The 
State  of  Online  Retailing  3.0,  a  new  market 
study  by  Shop.org  and  The  Boston 
Consulting  Group,  are  making  a  profit  at 
the  operating  level  and  fully  half  the  com- 
panies that  have  been  selling  online  for  at 
least  a  year  are  operating  in  the  black. 

The  State  of  Online  Retailing  3.0  is  the 
third  in  a  series  of  in-depth  studies  that 
assess  the  size  and  growth  of  the  online 
retail  channel. This  landmark  research  also 
provides  vital  market  information  and  per- 
formance metrics  critical  to  the  business 
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planning  process,  with  detailed  category-by 
category  breakdowns  for: 

>  revenue,  visitor,  and  order  growth  rates; 

>  order  and  buyer  conversion  rates; 

>  customer  acquisition  and  loyalty  metrics; 

>  marketing  and  advertising  spending; 

>  customer  service  costs  and  contacts  per 
order;  and 

>  fulfillment  costs  and  effectiveness. 

Only  Shop.org  members  have  access  to 
this  groundbreaking  research. To  learn  how 
to  get  a  copy — and  about  the  other  benefits 
of  joining  the  trade  association  for  online 
retailers — visit  www.shop.org.  Or  call  Sherry 
Syence  at  30 1 .650.232 1 ,  ext.  224.  « 

Shop.org  members  include  such  leading 
companies  as  I -800-FLOWERS.COM, 
America  Online,  Barnesandnoble.com, 
Bloomingdales,  CBS  SportsLine,  Eddie 
Bauer,  eToys,  Godiva,  Nordstrom, 
Reel.com  and  Visa  U.S.A. 

www.  larstan .  nei| 
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masg.com 

is  where  you'll 

find  it! 

Click  onto  masg.CO/77.  We're  your 
on-line  resource  for  enterprise 
application  solutions.  We  give  you 
access  to  the  world's  largest  and 
most  comprehensive  database  of 
features  and  functions  for  enter- 
prise software. 

masg.com  lets  you  search,  discover, 
evaluate,  rank  and  select  the  prod- 
ucts you  need.  The  information  is 
in-depth  and  up-to-date.  So  you  can 
document  your  decisions  step  by 
step,  minimize  the  risks  of  decision- 
making and  feel  more  confident 
about  your  recommendations. 

It's  timely,  time-saving  and  man- 
ageable. Log  on  today. 
Your  best  decisions 
are  a  click  away. 

www.ma  sg.com 


Search,      Etp  aluote      a/id      Select 


Five  Perm  Plaza,  New  York,  NY  10001 

800-647-1908 

e-mail:  mo!,g@tpmgnet.com 
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Some  companies  are  really  on  the  ba 

POI/V^Vj  Some  of  the  world's  most  forward-thinking  companies  have  discovered  the  speed,  reliability  and  scalability  c 

0^    WebEx  Interactive  Network.  They  have  transformed  their  websites  into  live  meeting  rooms,  humming  with  pe 


% 


conducting  business  right  in  their  browsers,  without  any  hardware  or  software  changes.  Now  you  can  give  prese 
tions.  Share  software  and  desktops.  Tour  the  Web.  Voice  and  video  conference.  All  in  real-time.  All  on  the  Web.  Talk  ah 
Isn't  it  time  your  company  got  on  the  ball?  Visit  webex.com/HotOffer  or  call  1-877-50-WebEx  to  see  how  great  minds  meet  onli 

great  minds  meet  online  at  webex.com 


•  id  the  WebEx  logo  are  trademarks  of  WebEx  KJ  WebEx.  Inc.  All  rights  reserved. 

nes  and  logos  are  registered  trademarks  of  their  respective  owners. 
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Bear  Market  Strategy 


IT'S  PRETTY  CLEAR  TO  ME  THAT  A  BEAR  MARKET  IS 
approaching.  Record  volatility  is  one  warning  sign. 
Near- record  margin  debt  on  speculative  issues  is  an- 
other. Then  there's  the  humbling  of  red-hot  initial  pub- 
lic offerings:  Until  mid-March  this  year's  new  issues  shot 
ip  an  average  of  120%  on  their  first  day  of  trading.  Now 
!  >5%  of  the  2000  crop  are  trading  below  their  offering  prices. 

Nasdaq's  story  is  particularly  disquieting.  Before  its  re- 
:ent  (temporary)  rally,  it  had  fallen  more  than  it  had  dur- 
ng  the  1987  crash  and  the 
973-74  slump.  That's  the 
harpest  break  in  the  post- 
var  period. 

Why  is  more  bad  news  on 
he  way?  Continued  overvalu- 
itions.  Let's  focus  on  the 
-Jasdaq  100,  home  of  the 
argest  tech  and  Internet 
tocks.  Despite  the  drubbing  it 
ook  this  spring,  this  index  re- 
nains  at  five  times  its  level  of  just  four  years  ago,  with  a  stag- 
;ering  average  weighted  P/E  of  144.  The  enormous  specula- 
ion  in  these  stocks — by  day  traders  and  aggressive  growth 
unds  alike — is  unabated.  Their  average  holding  period  is 
ess  than  three  months.  Frenetic  trading  at  unprecedented 
aluations  spells  disaster  waiting  to  happen. 

The  S&P  500  and  the  Dow  Jones  industrial  average  are  not 
mmune.  They  are  trading  at  roughly  double  their  histori- 
ally  normal  multiples  of  earnings  during  an  expansion.  The 
&P  and  to  a  lesser  extent  the  Dow  have  large  weightings  in 
echnology,  rendering  them  particularly  vulnerable.  The  S&P 
>  33%  in  tech  and  a  further  8%  in  communications.  We 
ave  already  seen  large  declines  in  the  Dow  and  the  S&P  sev- 
ral  times  in  the  past  few  months  when  the  Nasdaq  tanked 
%  in  a  day.  Over  the  past  decade  a  crowd  of  newcomers 
/ho  bought  on  dips  created  a  floor  for  the  market.  There 
'ill  come  a  time  when  these  buyers  lose  their  courage  or  run 
ut  of  money. 

Meanwhile  the  market's  chaos  has  obscured  the  dra- 
latic  shift  in  market  leadership.  Value  stocks,  which  tech 
lavens  branded  as  dinosaurs  just  a  few  months  back,  are 
ack  in  style.  Financials,  energy,  public  utilities  and  tobaccos 
ave  moved  up  significantly  amid  the  tech  slaughter.  Tobac- 
os,  for  example,  which  trailed  the  S&P  by  7  percentage 
oints  in  March,  have  since  outperformed  it  by  26%. 

Given  the  situation,  how  should  you  position  your  assets 
)  both  protect  your  capital  and  be  able  to  pick  up  some 
inners  if  the  market  drops  further? 


Drop  equities  to 
50%-60%  of  your 

portfolio  until 
volatility  and  the 

Fed  ease  up. 


You  have  a  number  of  ways  of  lowering  your  portfolio's 
risk  exposure.  First,  sell  tech  stocks  trading  at  huge  multiples 
of  earnings  or  revenues.  Do  this  during  strong  tech  rallies 
like  the  June  one.  Use  capital  gains  from  the  sales  to  offset 
other  losses  you  have. 

And  don't  be  fooled  into  thinking  these  rallies  signal  bet- 
ter times  ahead  for  once-hot  stocks.  Holding  high-priced 
tech  and  Internet  stocks,  simply  because  you  have  large 
gains,  will  prove  ruinous.  In  a  real  bear  market  you'll  be 

shocked  at  how  quickly  these 
gains  can  be  wiped  out. 

Next,  adopt  a  conservative 
asset-allocation  strategy.  In 
normal  times  institutions 
hold  60%-65%  in  equities, 
with  the  remainder  in  bonds 
and  cash.  But  these  are  any- 
thing but  normal  times.  Today 
I  would  drop  equities  to  be- 
tween 50%  and  60%  of  your 
portfolio,  until  the  market's  volatility  and  the  Fed's  rate 
hikes  subside. 

Ignore  the  institutional  strategists  who  advise  you  to  cut 
stocks  from  90%  all  the  way  down  to  85%.  This  advice  is  as 
silly  as  it  gets.  If  stocks  fall  in  a  serious  way,  an  85%  position 
in  equities  could  set  your  investment  goals  back  years. 

In  the  nonequity  part  of  your  portfolio  you  should  hold 
exclusively  short-term  governments  or  cash.  By  short-term  I 
mean  bonds  with  maturities  of  no  more  than  two  years. 
This  gives  you  a  double  benefit.  You  are  protected  if  interest 
rates  continue  to  spike  higher.  And  you  will  have  the  neces- 
sary reserves  to  go  into  a  panicky  market  and  scoop  up  tech 
or  other  issues  at  bargain-basement  prices. 

Investors  have  been  coddled  by  a  false  sense  of  security 
for  many  years  now.  The  last  bad  bear  market  was  in  the 
1970s.  Since  then  the  bad  markets  have  faded  quickly.  But 
we're  overdue  for  rocky  times  that  could  last  a  while,  as  they 
did  in  the  1970s. 

Despite  the  gloom  and  doom,  you  shouldn't  despair. 
The  repositioning  I  suggest  should  both  minimize  your 
losses  and  provide  you  with  major  opportunities  if  the 
market  continues  to  fall.  Here  are  several  stocks  to  consider 
if  markets  do  go  lower.  Borders  Group  (16,  BGP),P/E  13;  PNC 
Financial  Services  (51,  PNC),  P/E  12,  yield  3.3%;  and  Texaco 
(55,  TX),  P/E  19,  yield  3.3%.  F 

David  Dreman  is  chairman  ofDreman  Value  Management  of  Jersey  City, 
N.J.  His  latest  book  is  Contrarian  Investment  Strategies:  The  Next 
Generation. 
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Point  of  View  By  Steve  H.  Hanke 

What  Soft  Landing? 


BY  ANY  STANDARD,  THE  SUPERLONG  U.S.  ECONOMIC 
boom  has  been  impressive.  Lots  of  good  jobs  and 
new  wealth  have  been  created,  and  inflation  has 
been  held  at  bay.  All  of  this  has  reduced  investors' 
risk  premiums  and  the  discount  rates  they  use  to 
value  prospective  corporate  earnings.  Quite  rationally,  the 
stock  market  vaulted  skyward. 

And,  also  quite  rationally,  the  Federal  Reserve  began  to 
worry  that  the  economy  was  too  hot,  the  external  deficit 
too  large  and  inflation  too 
threatening.  So  since  mid- 
1999  the  Fed  has  raised  short- 
term  interest  rates  from 
4.75%  to  6.5%  with  the  goal 
of  engineering  a  soft  landing. 
That  worked  before.  Dur- 
ing the  last  major  tightening 
cycle,  the  Fed  raised  short- 
term  rates  by  three  percent- 
age points,  and  real  gross  do- 
mestic product  growth  slowed  from  3.5%  in  1994  to  2.2% 
in  1995.  This  time  around,  the  Fed  says,  a  perfect  soft  land- 
ing would  occur  if  real  growth  slowed  to  between  3.5% 
and  3.75%,  almost  half  oi  what  it  has  been  during  the  last 
two  quarters. 

I'he  market  has  responded — to  a  degree.  The  Fed  tight- 
ening lias  caused  investors  to  factor  a  bit  more  risk  into 
their  discounting.  Since  March  this  has  released  a  bit  of 
air  from  the  asset  bubble.  The  Wilshire  5000,  the  broadest 
measure  oi  stock  prices.  below  its  alltime  high. 

But  now  we're  leaving  rationality  behind.  What's  wor- 
risome is  that  investors  are  convinced  a  soft  landing  has  al- 
ready been  accomplished  and  have  priced  it  into  the  fi- 
nancial markets.  All  this  painfully  evokes  Voltaire's  novel 
Candide  and  that  immortal  line  of  Dr.  Pangloss:  "In  this 
best  oi  all  possible  worlds ...  everything  is  for  the  best" 

In  early  June  the  market  surged  at  the  release  of  some 
seemingly  weak  economic  data.  And  Panglossian  investors 
appeared  vindicated  when  the  Fed  did  nothing  at  its  June 
28  meeting.  To  them  this  was  a  signal  that  the  Fed's  work  is 
done  or  soon  will  be. 

But  don't  be  fooled.  One  month  isn't  enough  to  make  a 

trend.  We've  seen  these  temporary  slowdowns  in  economic 

growth  before.  If  history  is  a  guide,  the  Fed  will  have  to 

bump  up  short-term  rates  to  at  least  8%  before  a  sustained 

dow  n  emerges.  The  rules  oi  thumb  for  tightening  sug- 

[   v  economy  will  be  reined  in  only  after  short- 

s  have  increased  by  about  three  percentage  points 


Investors  are  too 
eager  to  believe 

the  Federal 
Reserve  is  about 
to  end  rate  hikes. 


and/or  exceed  the  nominal  GDP  growth  rate,  which  has  av 
eraged  8.7%  during  the  past  two  quarters. 

Listen  to  the  warning  from  the  economic  historians  a 
the  Organization  for  Economic  Co-operation  &  Develop 
ment  in  Paris,  who  see  the  situation  very  clearly.  Their  re 
port  issued  in  late  May  admonished  that,  to  avoid  a  han 
landing  for  the  economy,  U.S.  short  rates  must  be  raisec 
sharply  now. 

Another  group  of  outside  observers  is  just  as  hard 

nosed.  The  Basel-based  Bau 
for  International  Settlement.' 
which  is  the  central  banks 
central  bank,  observed  in 
June  report  that  asset  bubble 
do  not  deflate  gently.  And  i 
encouraged  the  Fed  not  t 
fret  about  how  the  market  re 
acts  when  it  weighs  whethe 
to  pump  rates  higher.  To  th 
BIS,  a  market  rout  is  an  ac 
ceptable  price  to  pay  because  containing  inflation  is 
greater  good. 

Pay  attention  to  what  these  folks  say:  Neither  the  OEC 
nor  the  BIS  is  an  ordinary  think  tank.  The  Fed  is  a  mem 
ber  of  both  these  clubs  and  notices  their  jeremiads.  Yoj 
should,  too. 

Absent  sharper  rate  increases,  unsustainably  stron 
growth  will  continue  and  the  asset  bubble  will  grow  da: 
gerously  larger.  That  will  result  in  even  more  inflationar 
pressures  and  require  even  larger  interest  rate  increases  i 
the  future.  By  now  it's  obvious,  to  me  at  least,  that  the  Fed 
1.75  percentage-point  boost  to  date  hasn't  worked:  Th 
Consumer  Price  Index  is  3.1%  ahead  of  where  it  was  a  yea 
ago,  a  sharp  acceleration  from  its  1.6%  rise  between  mid 
1998  and  mid- 1999. 

That's  why  I  think  the  average  U.S.  investor  is  too  Pan 
glossian.  It  isn't  the  best  of  all  possible  worlds  and  we  ar 
kidding  ourselves  if  we  believe  sharply  higher  rates  aren 
on  the  way,  resulting  in  a  hard  landing.  The  Fed  simpl 
isn't  going  to  let  up  until  inflation  abates. 

Investors  should  watch  out  if  their  portfolios  are  hea\i 
Uv  weighted  toward  equities.  Stock  prices  are  too  high.  An 
w  hen  the  Fed  finally  finishes,  they  will  be  a  good  deal  lowe 
That's  the  only  logical  result. 
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Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at  The  Joh 
Hopkins  University  in  Baltimore  and  chairman  of  the  Friedber} 
Mercantile  Group,  Inc.  in  New  York.  Visit  his  forum  at  our  We 
sue.  w\\T,\:forbes.com/columnist/hanke. 
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Market  Trends  By  Martin  Sosnoff 

The  Road  Less  Traveled 


0^±  AY  WHAT  YOU  WANT  ABOUT  GEORGE  SOROS'  RE- 
£"™  cent  performance.  The  man  made  billions  for 
^^^  many  years  because  he  abided  by  two  time-tested 
■  M  truths:  The  consensus  of  investors  is  always  wrong, 
W^F  and  that  consensus  changes  as  new  facts  surface. 

So  Soros  doped  out  what  the  herd  believed,  bet  against  it 
id  then  stayed  ahead  of  the  protean  creature.  He  projected 
ow  investors  would  construe  reality  six  months  out  and 
lade  his  contrary  bet  early.  Six  months  later,  with  a  new 
jnsensus  congealing,  he'd  go 
irough  the  process  again. 

The  consensus  in  late 
me,  when  the  Federal  Re- 
•rve  stood  pat  on  rates,  was 
lat  Alan  Greenspan  had  al- 
lost  finished  tightening — 
ith  maybe  one  more  quar- 
r-point  to  come.  On  June  2, 
hen  the  unemployment 
ats  edged  up  from  April's 
9%  to  May's  4.1%,  the  securities  markets  celebrated.  Trea- 
lry  bonds  jumped  a  full  percentage  point;  the  S&P  500 
idex,  2%;  and  Nasdaq,  7%. 

Left  out  of  the  party  were  mortgage-backed  securities, 
fter  all,  the  Fed  has  finally  managed  to  slow  the  growth  in 
ew  home  loans.  The  market  overlooked  the  fact  that  a 
rong  economy  will  produce  more  home  buying  and  more 
ortgage  origination.  And  as  long  as  rates  stay  up,  forget 
>out  loan  prepayments  that  result  in  your  bond  getting 
tiled  away. 

I  dashed  out  and  bought  a  bushel  basket  of  Ginnie  Mae 
iper  yielding  7.8%.  The  last  time  I  did  something  like  this 
as  in  the  summer  of  1982  when  Fannie  Mae  five-year  notes 
elded  15%  and  everyone  expected  home  mortgage  de- 
ults  in  Texas  and  California  would  push  this  agency  into 
solvency.  That  didn't  happen,  of  course. 

The  consensus  continues  to  hold  that  we  are  in  a  virtu- 
rs  cycle  where  economic  growth  continues  unabated 
id  inflation  is  extinct.  No  wonder:  Many  of  the  macro- 
onomic  variables  are  benevolent.  Aside  from  low  inflation, 
e  country  is  enjoying  a  sound  dollar,  rising  corporate 
rnings,  a  federal  budget  surplus,  full  employment  and  no 
rious  threats  to  our  international  hegemony. 

And  yet  a  restiveness  troubles  the  market.  Nasdaq  trad- 
g  volume  now  dwarfs  the  Big  Board's.  Day-to-day  volatil- 
'  is  breathtaking  and  violent.  Any  growth  stock  that  misses 
i  quarterly  numbers  is  automatically  slaughtered.  Ware- 
>use  retailer  Costco  announced  in  May  that  it  had  missed 


Lots  of  money  can 
be  made  opposing 

the  consensus 
view  on  where  the 

market  is  going. 


by  a  penny  per  share.  The  stock  plunged  25%  overnight. 
Never  mind  that  Costco  is  posting  double-digit  earnings 
gains  and  expects  to  continue  doing  that. 

Why  all  the  unrest?  The  consensus  thinking  holds  that,  if 
a  growth  company  can't  keep  producing  miracles,  then 
something's  wrong  with  it. 

Look  at  the  upper  end  of  the  tech  sector.  Microsoft  is  not 
much  less  of  a  powerhouse  today  than  it  was  a  year  or  five 
years  ago.  Wall  Street,  though,  has  eviscerated  it.  At  year-end 

the  software  giant  had  a  $500 
billion  market  cap;  that  is 
down  almost  20%.  A  lot  of  the 
dive  results  from  the  Justice 
Department's  antitrust  suit. 
But  acting  as  if  Microsoft  will 
be  broken  up  tomorrow  is 
nonsensical.  Years  of  appeals 
lie  ahead.  Meanwhile,  the  com- 
pany will  retain  its  enviable 
leadership  in  software. 
Being  counterintuitive  pays.  If  everyone  dreads  the 
volatility  of  the  Yahoos  and  JDS  Uniphases,  you  close  your 
eyes  and  buy  them.  These  are  best-of-breed  properties.  Be- 
cause I  cannot  model  their  income  statements  using  old- 
fashioned  security  analysis,  I  pass. 

I've  chosen  another  route,  although  thus  far  it  has  had 
just  limited  success.  Try  health  care:  HMOs  like  Wellpoint 
Health  Networks  (72,  WLP)  and  Oxford  Health  Plans  (24, 
OXHP).  Drug  outfits  like  American  Home  Products  (58,  AHP) 
and  Johnson  &  Johnson  (98,  JNj)  have  my  money,  too. 

Instead  of  oil  stocks,  we  bought  oil-service  stocks.  If  oil 
sticks  around  the  mid-$20s  for  an  extended  period,  earnings 
in  2002  will  justify  present  stock  prices  for  Diamond  Off- 
shore Drilling  (35,  DO)  and  Nabors  Industries  (40,  NBR). 

The  property-and-casualty  cycle  has  bottomed  out  and 
should  run  for  several  years  of  recovery.  American  Interna- 
tional Group  (121,  AIG)  and  Loews  (62,  LTR),  through  its 
ownership  of  CNA,  got  our  money.  Loews  also  controls  Di- 
amond Offshore,  as  well  as  Lorillard  Tobacco.  If  you  think 
tobacco  litigation  is  likely  to  peak  in  a  few  years,  as  I  do, 
then  don't  be  afraid  of  Loews.  Lorillard  is  an  enormous 
cash  producer. 

Nearly  250  stocks  in  the  S&P  500  declined  in  a  bull  mar- 
ket last  year.  There's  something  to  be  said  for  the  last  being 
first.  Can  the  consensus  be  right  when  it  blithely  dismisses 
half  of  the  index?  Obviously  not.  F 

Martin  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff  Capital  in 
New  York  and  author  o/Silent  Investor,  Silent  Loser. 
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books  Three  new  books  on  water  probe  its  history,  science,  power  and  mystery. 

BY  SUSAN  ADAMS  everyday  substance.  Given  that  water  could  well  become  tl 


BY  SUSAN  ADAMS 

r  OST  PEOPLE  IN  THE  DEVELOPED  WORLD 
rarely  think  about  water,  except  when  a 
water  company  tries  to  take  over  Seagram. 
But  how  much  do  we  really  know  about 
tothe  molecule  that  makes  life  possible? 
How  did  two  atoms  of  hydrogen  wind  up  welded  to  a  single 
atom  of  oxygen?  And  will  it  always  leap  out  of  the  faucet 
when  bidden? 

British  author  Philip  Ball  says  yes,  but  only  because  he  be- 
lieves people  are  ingenious  enough  to  figure  out  how  to  use 
fresh  water  more  efficiently  in  the  face  of  an  alarming  surge 
-nainl  which  tripled  between  1950  and  1990).  Ball  has 
Matrix  (Farrar,  Straus  &  Giroux,  $25),  one  of 
books  that  challenge  us  to  think  deeply  about  this 


oil  of  the  21st  century,  that's  not  a  bad  idea  at  all. 

Ball  is  a  good  place  to  begin.  A  former  editor  at  Nntu 
magazine,  he  has  written  what  he  calls  a  "biography" 
water.  Like  John  McPhee's  books  on  American  geology,  i' 
an  extraordinarily  comprehensive  volume  of  natural  scienc 
written  in  a  confident,  dare  we  say,  fluid  style. 

From  the  formation  of  the  galaxies  to  water's  physics  ar 
chemistry,  Ball  offers  plenty  of  detail  peppered  with  musin 
about  everyday  water  experiences  like  putting  the  hose  to  h 
garden  roses.  He  is  also  quintessential^  English:  "Carbon 
indeed  a  very  remarkable  element;  but  I  don't  think  I  sh< 
detract  too  much  from  its  glamour  if  I  suggest  that  it  is  n< 
exactly  the  ur-substance  that  it  is  sometimes  jacked  up  to  be 

In  a  section  on  water  in  outer  space  we  learn  that  there 


i/e  > 


i  lake-size  layer  of  ice  on  the  moon's  south 
)ole,  that  Mars  once  had  rivers,  that  there  is 
team  in  the  sun's  atmosphere.  We  learn  why 
vater,  unlike  most  of  the  substances  we  run 
nto  on  Earth,  is  denser  in  its  liquid  than  in  its 
olid  form  (H:0  molecules  are  kinked  rather 
han  straight,  so  the  space  between  them  in- 
:reases  when  water  is  quiescent).  A  good 
hing,  too — the  world  would  be  a  very  differ- 
•nt  place  if  snow  and  ice  sank  to  the  bottom  of 
he  ocean. 

We  learn  that  water  is  an  immensely  pow- 
erful solvent,  which  in  turn  makes  it  work 
vonderfully  as  a  transport  system  for  the 
>ody.  The  parts  of  the  body  that  mustn't  dis- 
olve — cell  membranes,  for  instance — are 
nade  of  oily  molecules,  and  even  a  child 
nows  that  oil  and  water  don't  mix. 

Why  don't  hibernating  frogs  freeze?  Be- 
ause  they  have  an  internal  mechanism  that 
ietects  low  temperatures  and  then  manufac- 
ures  sugar,  which  makes  it  more  difficult  (just 
.s  it  does  in  ice  cream)  for  ice  crystals  to  form. 

It  helps  if  you  already  know  some  physics 
md  chemistry,  but  you  can  wade  through 
without  that  background. 

If  Ball  is  ultimately  lyrical,  Marq  de  Vil- 
lers  is  political,  and  he's  not  happy  about  the 
tate  of  things.  His  Water  (Houghton  Mifflin, 
-26)  paints  a  far  less  optimistic  picture  of  the 
;lobal  water  situation  than  does  Ball.  He 
pends  much  of  his  book  itemizing  the 
lobe's  botched  water  projects,  and  a  de- 
pressing litany  it  is. 

Take  the  Aral  Sea  in  Central  Asia,  now  a 
hrunken,  poisonous  cesspool  of  pesticide 
esidues  and  toxic  chemicals  that  are  causing 
n  explosion  of  chronic  bronchitis,  cancer,  ty- 
'hoid  and  hepatitis,  kidney  and  liver  disease, 
tarting  in  the  1960s,  the  Soviet  bureaucracy 
"rigated  cotton  fields  in  Uzbekistan  by  divert- 
lg  Himalayan  rivers  that  used  to  feed  the  Aral 
ea.  Water  aficionados  now  see  it  as  the  all- 
me  worst  water  management  fiasco,  a  "quiet 
Chernobyl." 

Or  take  the  Aswan  High  Dam  in  Egypt,  an  unmitigated 
isaster,  according  to  ecologists.  To  be  sure,  the  dam  has 
elped  Egyptian  farmers  irrigate  year-round  and  has  pre- 
ented  periodic  flooding,  but  it  has  also  deprived  the  Nile 
elta  of  nutrient-rich  silt,  which  instead  just  piles  up  behind 
le  dam.  The  salt  level  in  Egypt's  precious  soil  is  rising 
:eadily,  groundwater  is  threatened  and  there  is  an  epidemic 
f  bilharzia,  a  nasty,  chronic  illness  caused  by  a  parasitic 
'orm  that  loves  jdirty,  standing  water. 
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Beach  reading:  When  you  take 
the  plunge  this  summer,  know 
a  little  bit  about  what  you're 
plunging  into.  Is  water  the  oil 
of  the  21st  century? 


Fortunately,  there  is  more  than  enough 
water  on  the  planet  to  sustain  life — Ball 
points  out  that  the  10  trillion  gallons  of  fresh 
water  easily  available  to  humans  each  day 
could  sustain  a  world  population  of  about 
twice  the  size  of  the  one  projected  for  the  end 
of  the  21st  century.  The  problem,  says  de  Vil- 
liers,  is  that  much  of  that  water  isn't  where 
people  want  it  or  it's  not  in  the  right  form. 
There's  too  much  salt  water,  not  enough 
fresh,  for  one  thing.  Too  much  is  locked  up  in 
glaciers  when  we  want  it  in  our  swimming 
pools.  The  north  has  too  much  of  it,  the  south 
too  little. 

Some  of  this  is  obvious.  Still,  the  book 
gives  readers  important  perspective  on  where 
mistakes  have  been  made  and  where  prob- 
lems are  likely  to  arise  in  the  future,  like  the 
Middle  East,  which  de  Villiers  pegs  as  most 
likely  to  wage  war  over  water.  Of  course,  the 
most  efficacious  solution  to  living  in  a  water- 
poor  region  is  simply  to  move,  which  is  what 
de  Villiers  himself  did.  A  native  of  an  area  just 
north  of  the  parched  South  African  plain 
known  as  the  Great  Karoo,  he  now  makes  his 
home  in  a  verdant,  if  soggy,  part  of  Nova  Sco- 
tia. Much  of  the  world's  population,  of 
course,  doesn't  have  this  latitude. 

In  de  Villiers'  thin  section  on  solutions, 
he  offers  the  predictable  remedies — conser- 
vation and  technological  innovation, 
mainly.  Why  not  a  free-market  scheme  for 
water?  Let  the  market  determine  the  proper 
price  for  the  stuff  and  remedies  will  natu- 
rally emerge.  There's  another  book  waiting 
to  be  written  here. 

If  you're  inclined,  like  most  of  us  are,  to 
take  H:0  for  granted,  a  sure  cure  is  The  Secret 
Knowledge  of  Water  (Sasquatch  Books,  $24). 
Author  Craig  Childs,  a  naturalist  who  was 
born  in  the  Sonoran  Desert,  has  written  an 
encomium  to  this  precious  fluid.  Childs  sets 
out  across  parched  landscapes  in  search  of 
moisture.  When  he  finds  it,  he  dives  in  and 
revels  in  it,  at  one  point  nearly  suffering  hy- 
pothermia after  crawling  inside  a  Grand  Canyon  cave  that  is 
the  origin  of  a  freshwater  spring. 

It's  one  of  those  books  to  read  when  you  can't  get  to  a 
wild  place  yourself,  though  Childs'  worshipful  New  Age-iness 
can  be  a  bit  much.  Like  his  passage  on  how  listening  to  water 
running  through  a  canyon  reminds  him  of  the  erotic  sounds 
in  the  Kama  Sutra.  On  the  other  hand,  if  you  can  put  yourself 
in  the  right  frame  of  mind,  it  does  liven  up  the  experience  of 
fetching  yourself  a  glass  of  tap  water.  F 
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Let's  Do  Lunch  Boxes 


collecting!  Cheesy?  You  bet.  But  these  steel  and  vinyl  artifacts 
are  worth  a  whole  lot  of  bologna  sandwiches. 


BY  RALPH  AND  TERRY  KOVEL 

HISTORIANS  LOOKING  FOR  THE  ANTECEDENTS  OF 
today's  licensed  merchandise  explosion  will  most 
likely  focus  particular  attention  on  the  school  lunch 
box.  The  year  1950  was  an  epochal  one.  Aladdin  Industries  of 
Nashville  made  a  lithographed  steel  lunch  box  emblazoned 
with  the  likeness  of  legendary  TV  cowboy  Hopalong  Cassidy 
(the  thermos  bottle  inside  had  a  matching  decal)  and  sold 
600,000  of  the  things.  Three  years  later  American  Thermos  of 
Norwich,  Conn,  struck  back  with  Roy  Rogers  and  Dale  Evans 
lunch  boxes.  The  modern  era  of  licensed-character  marketing 
had  begun. 

Collectors,  not  surprisingly,  have  been  far  out  in  front  of 
historians  on  this  one,  paying  real  money  for  these  marvelously 
cheesy  American  artifacts  since  the  late  Seventies.  At  a  land- 
mark sale  of  lunch  boxes  last  spring,  a  child  of 
the  Fifties  paid  almost  $300  for  that  same  Hoppy 
lunch  box  ($2.39  when  new).  But  the  real  prize  at 
that  auction  was  the  much  rarer  1954  Superman 
lunch  box,  made  by  Adco  Liberty,  which  ended 
up  getting  gaveled  down  for  $1 1,500 — the  high- 
est auction  price  ever  paid  for  a  lunch  box. 

First,  a  little  history.  At  the  turn  of  the  20th 
century  it  was  workmen,  not  children,  who  car- 
ried lunch  boxes — mostly  plain,  metal  lunch  pails 
or  collapsible  metal  boxes.  The  clever  folks  at 
American  Thermos  Bottle  Co.  produced  the  first 
metal  lunch  box  for  kids  in  1920,  figuring  that 
this  was  a  good  vehicle  for  their  vacuum  bottles. 

Then,  in  1935,  the  first  cartoon-character  box 
appeared.  Not  surprisingly,  it  pictured  Mickey 
Mouse.  The  four-color  lithographed  steel  box 
was  made  by  t  ieuder,  Paeschke  &  Frey  Co.  of  Mil- 
waukee, and  if  you  could  find  one  today,  you 
could  expect  to  pay  close  to  $1,300  for  it. 

Inter  Hopalong  Cassidy  in  1950  and  the 
golden  age  of  the  metal  lunch  box.  That  lasted 
until  a  bunch  of  irate  Florida  moms  in  the  Sev- 
enties lobbied  successfully  to  have  the  state  ban 


For  would-be 
collectors,  the 
lesson  seems 
clear:  Stick  to 
macho  metal 
IunchJ)oxes^_ 


High-priced  conveyance  for 
your  PB&J:  These  lunch 
boxes  sold  (left  to  right)  for 
$11,500,  $978  and  $300. 

it:  Kids  had  belatedly  dis- 
covered that  the  metal  lunch 
box  was  a  highly  effective 
device  for  bashing  othei 
kids  over  the  head.  (No  one 
at  the  time  had  the  wit  tc 
counter  with  a  version  of  the 
popular  gun  lobby  argu- 
ment: "Lunch  boxes  don' 
bash  kids,  kids  do.") 
So  along  came  the  vinyl  lunch  box,  which,  understandably 
never  managed  to  shake  its  sissy  connotations.  Manufacturer: 
introduced  nearly  600  new  vinyl  designs  at  the  same  time  tha 
metal  lunch  boxes  were  gradually  being  phased  out.  The  las 
metal  lunch  box,  before  a  recent  revival,  was  the  1985  Rambo 
Nuff  said. 

Serious  lunch-box  collecting  started  in  a  small  way  in  th< 
late  Seventies.  By  1987  newsletters  and  books  devoted  to  lunch- 
box  collecting  were  plentiful,  and  price  lists  chronicled  a  lively 
organized  market. 

Victoria  and  Stephen  Montifiore  started  collecting  in  1990 
and  the  sale  of  their  collection  of  more  than  200  pieces  at  Skin- 
ner in  Boston  recently  pretty  much  defines  the  state  of  the  mar- 
ket today:  A  1965  vinyl  Peanuts  went  for  $230,  a  1968  Star  Trel 
brought  $920,  a  1963  vinyl  Barbie  and  Midge  commanded  onl) 
$104,  but  the  1965  Beatles  Kaboodle  Kit,  alsc 
vinyl,  managed  $978.  The  1962  Bullwinkle  wa: 
a  significant  sale  at  $2,300. 

The  sale  was  less  than  a  total  triumph  for  th< 
Montifiores,  however.  Victoria  Montifiore  wa: 
partial  to  vinyl  boxes  but  many  of  these  sold  at ; 
loss.  She  had  paid  $1,500  for  Pete's  Picture  Party 
but  it  didn't  find  a  buyer  at  the  Skinner  sale.  Mos 
of  the  metal  boxes  sold  well,  but  here,  too,  a  fev 
couldn't  manage  to  top  $100. 

For  would-be  collectors,  the  lessons  of  th< 
sale  seem  clear:  Stick  to  macho  metal  lunch  boxe 
and  keep  certain  things  in  mind.  A  box  withou 
the  original  thermos  is  worth  about  half.  Goo< 
prices  are  paid  for  boxes  designed  by  supersta 
Robert  Burton,  who  created  dozens  of  luncl 
boxes  and  many  commercial  designs  like  th< 
Kentucky  Fried  Chicken  logo.  Low  prices  are  pak 
for  boxes  with  faded  paint,  rust,  dents  o: 
scratches.  If  you've  got  a  contrarian  streak  anc 
feel  like  bottom-fishing,  however,  you  might  tak< 
a  flier  on  the  colored  vinyl  boxes  and  brand 
bags.  That  1963  Barbie  and  Midge  might  jus 
turn  out  to  be  a  fantastic  buy-and-hold.  t 
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novation. 


A  fancy  word  for  c, 


ly  s  evolving  wo 


le  core  ot  our  ousiness. 


"making  the  latest  and 
greatest  even  better. " 

Exactly  what  we  do.  Every  day. 

For  the  talented  bunch  of  designers,  programmers,  accountants, 

assistants  and  engineers  who  work  here,  innovation  brings  an 

opportunity  to  improve  upon  the  ultimate.  To  take  creativity  one... no, 

two  steps  further.  And  having  the  freedom  to  do  so. 


PROSCAN" 


MARKET  DEVELOPMENT  MANAGER  0223 

Successful  candidates  must  have  a  BA/BS  in  business 
administration  or  related  area;  MBA  preferred.  Software 
engineering  expertise  is  a  strong  plus. 

USER  INTERFACE  DESIGNER  3372BD 

Successful  candidates  should  have  an  MS  or  PhD  in  human 
factors,  psychology,  BFA,  MFA  or  a  BS  in  computer  science. 
Must  have  graphic  user  interface  and  experimental  design 
experience.  Behavior  research  and  prior  CE  experience  is 
beneficial. 

DIGITAL  IMAGING  SERVICES  PLANNING 
MANAGER  0573B  Successful  candidates  must  have  a 
BS  in  a  related  field,  MBA  preferred,  and  a  minimum  of  1  -3 
years'  experience  involved  in  the  development  and/or 
management  of  commercial-based  multimedia  products  or 
services.  Position  requires  ability  to  develop  close  working 
relationships  with  internal  and  external  organizations  as  well 
as  business  partnerships  and  alliances  where  necessary. 

SR.  BUYER  0851  Successful  candidates  must  have  a 
BS  in  a  business  or  technical  field  along  with  3-5  years' 
successful  experience  in  consumer  electronics  or  similar 
industry.  Will  be  a  Sourcing  Buyer  for  semiconductors  to 
support  new  product  development  including  source  selection 
and  qualification.  Other  responsibilities  include  supplier 
development  of  new  sources,  team  leader  in  annual 
contracting  and  participation  in  cross-functional  development 
teams. 

HOME  NETWORKS  PLANNING  MANAGER  0576 

Successful  candidates  must  have  a  BS  (MBA  preferred) 
and  1  -3  years'  experience  in  the  development  and/or 
management  of  commercial-based  multimedia  products  or 
services.  Will  develop  close  working  relationships  with  internal 


and  external  organizations,  as  well  as  develop  business 
partnerships  and  alliances  where  necessary. 

MANAGER,  MARKETING  COMMUNICATIONS 

01 80  Successful  candidates  will  have  a  minimum  of  a  BS 
degree,  MBA  would  be  a  bonus  with  5  years'  experience  in 
advertising.  Experience  working  for,  or  with,  agencies  is 
required  while  market  research  experience  is  preferred. 

BRAND  MARKETING  MANAGER  0182  Successful 
candidates  will  have  a  BS/BA  degree,  preferably  in  marketing, 
MBA  desired.  Must  have  5  years'  experience  in  strategic 
planning  or  marketing  and  have  a  strong  background  in 
brand  building  for  consumer  products  and  services.  Be  able 
to  participate  as  a  key  player  in  the  revitalization  of  our  valued 
brands  in  the  marketplace. 

MANAGER,  CONSUMER  RELATIONSHIP 
MANAGEMENT  5325  Successful  candidates  must 
have  an  MBA  or  equivalent  direct  marketing  experience 
and  at  least  5  years'  experience  in  a  direct  marketing 
environment  (retailer/cataloger).  Should  have  good  analytical 
skills  and  be  capable  of  providing  creative  directions  on 
campaigns/tests. 

THOMSON  multimedia,  manufacturer  of  RCA. 
PROSCAN,  and  GE  consumer  electronics,  offers  a 
competitive  salary,  relocation  expenses  and  benefits 
package,  as  well  as  the  opportunity  to  engage  your 
talents  in  an  environment  of  cutting-edge  technology 
and  no-holds-barred  thinking.  For  immediate  consider- 
ation, please  send  your  resume  and  salary  requirements,  in 

confidence  to:  Staffing,  Job  # FOR,  THOMSON 

multimedia,  INH110,  P.O.  Box  1976,  Indianapolis,  IN 
46206-1976.  Fax:  (317)  587-6762.  E-mail: 
jobopps@tce.com,  or  visit  thomson-multimedia.com 
EOE  M/F/D/V. 


THOMSON 

www:thomson-multimedia.com 
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Some  Dot  Corns  are  like 


...They're  tempting,  but  are  they  really  good  for  you  in  the  long  run.  In  the  Internet  era,  start-up  Dot  Com  companies  are  everywhere  and  every 
one  of  them  is  hot  to  fill  your  plate  with  the  sizzle  of  a  mouth-watering  career.  Don't  get  burned. 

At  Reuters  Information  Technology,  our  future  is  built  on  a  rock-solid,  140-year-old  foundation.  We're  the  leading  provider  of  financial  transaction 
systems  and  real-time  information,  triggering  market  actions  and  affecting  the  fortunes  of  businesses  everywhere.  By  utilizing  the  Internet,  we're 
cooking  up  ways  for  more  than  100-fold  expansion  in  audience  while  driving  growth  in  our  established  financial  markets. 

Being  the  only  company  that  can  provide  a  full-range  of  e-commerce  services  spanning  everything  from  news  and  value-added  analytics 
to  proprietary  software  and  Internet  infrastructure,  you  could  almost  believe  that  the  Internet  was  created  for  Reuters.  For  a  list  of  current 
openings,  visit  our  Website  at: 


http://www.careermosaic.com/cm/reuters/ 

REUTERS  # 


I'ricewaterhouseCoopers  is  a  leading  global  consulting 
firm  with  the  highest  ranking  for  client  satisfaction 
among  all  its  competitors.  Our  Technology  Risk 
Services  (TRS)  group  is  seeking  experienced  IT  Security 
Professionals.  This  entrepreneurial  practice  has  open 
positions  lor  Staff  and  Managers  nationwide. 


IT  Security  Opportunities 

Requirements  include: 

'  Experience  in  coding,  testing,  and  migration  of  data  centers 
'  Technical  skills  in  UNIX,  Windows  NT,  TCP/IP  and/or  Novell 
NetWare 
1  Experience  evaluating  firewalls,  router  configurations,  LAN's, 
WAN's  and  bridges 

1  Network  and  security  design,  architecture  or  implementation 
1  Familiarity  with  Internet,  Web  and  security  technologies  used 
to  support  large-scale  e-commerce  architectures 
1  Network  Administration  &  Security  Knowledge 
1  PKI  Design,  implementation  and  application  integration 
experience 

1  Directory  services  design  &  implementation  knowledge 
1  Experience  with  VPN  and  intrusion  detection  software 
•  All  positions  require  at  minimum,  a  Bachelors  degree 
For  consideration,  please  e-mail  your  resume  with  salary  requirements 
and  desired   location   to:   abasjobsle®  us.pwcglobal.com   Please 
eference    code    LSEZ  FOMP  0724B    in    your    cover    letter. 
rVicewaterhouseCoopers  is  proud  to  be  an  Affirmative  Action  and 
Equal  Opportunity  Employer,  www.pwcglobal.com/abascareers 

PricEvVaTeRhous^oopers  i 

Join  us.  Together  we  can  change  the  world.SM 

C  2000  PntrwaterhoustCoapen  UP  PncewateihoustiCoopen  refers  to  the  U.S.  firm  of 
ccwaterhowi*  oopen  HP  and  ■-  ■  i  ■r*JuseCorjpm  organization 


www.sonyjobs.com 


Our  teams  of  innovative,  highly  dedicated  and  culturally  diverse 
employees  work  on  imaginative  projects.  The  possibilities  are 
endless,  the  challenges  are  great,  and  it  has  never  been  more 
exciting  to  be  a  member  of  Sony  Electronics  Inc.  Find  out  how 
you  can  play  a  key  role  in  determining  the  Sony  Electronics 
Inc.  of  the  future.  We  have  openings  in  the  following  areas: 


Hardware  Engineering 

Sales  &  Marketing 

Finance 

Research  &  Development 


Software  Engineering 

Administration 

Design 


At  Sony  Electronics  Inc..  you'll  not  only  have  the  means  to 
realize  your  dreams,  you'll  earn  a  competitive  compensation 
package  and  have  outstanding  opportunities  for  growth.  Visit 
our  web  site  or  send  your  resume  indicating  position  of  interest 
to:  Sony  Electronics  Inc..  Reference:  SJFES.  3300  Zanker  Road. 
#SJ1G2.  San  Jose.  CA  95134-1901:  or  fax  to  408-955-5166: 
or  e-mail:  sj.jobs@am.sony.com  (ASCII  text  only,  no  attach- 
ments).We  are  an  Equal  Opportunity  Employer  M/F/D/V. 
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What's  a  nine-hole  golf  course 
doing  at  10,000  feet?  Because 
the  last  Buddhist  king  said  so. 


"Ho-ho-ho,  What  a  Terrible  Shot!" 


adventure!  Take  two  parts  bodhisattva,  one  part  Ben  Hogan  and  you  get  Bhutan's  two- 
mile-high  Royal  Thimphu  Golf  Course.  Pebble  Beach  it  ain't,  but  the  yak  burgers  can't  be  beat. 


BY  JESSICA  MAXWELL 

KING  IKiMH  SINGYE  QUIETLY  CARRIES  ON  HIS 
father's  crusade  to  bring  Bhutan  gracefully  into  the 
21st  century.  A  country  of  knife-blade  river  valleys, 
Bhutan  sits  between  India  and  China  on  the  southern  slopes 
of  the  eastern  Himalayas.  The  44-year-old  king,  who  as- 
cended the  throne  at  age  17,  intends  to  tap  the  power  from 
the  steep  rivers  that  run  (iff  Bhutan's  20,000-foot  peaks,  and 
export  the  electricity.  The  objective  is  to  provide  the  world's 
last  independent  Himalayan  Buddhist  kingdom  with  a  con- 
tinuous supply  of  cash. 

All  of  which  should  give  the  Bhutanese  plenty  of  time  to 

olf.  It  was  the  young  King  ligme's  love  of  the  grand  old 

game  that  inspired  the  construction  of  the  Royal  Thimphu 

(-■oil  ululi  in  the  mid-1970s.  The  club  now  has  130  members 
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(out  of  a  population  of  1.6  million)  and  hosts  an  average  o 
eight  tournaments  a  year.  Including,  it  turns  out,  the  Bhutarl 
National  Open,  which  happened  to  be  in  progress  the  week 
end  I  visited. 

The  king's  course  is  a  thing  of  beauty.  It  is  rougher  thar| 
American  courses,  given  the  challenge  of  grass  maintenance 
through  seasons  of  freezing  winds,  heavy  snow,  monsoon 
and  a  too-close  sun.  Etched  onto  a  royal  slope,  it  lies  within  s 
crown  of  steep  peaks.  As  if  the  view  alone  weren't  enough,  th< 
course  plays  in  front  of  the  king's  stunning  17th-centur) 
Fortress  of  the  Glorious  Religion.  Talk  about  your  visual  dis 
tractions:  In  front  of  just  about  every  shot  this  monumenta 
piece  of  architecture,  at  once  massive  and  ornate,  glows  white 
as  enlightenment  itself  for  the  distance  of  an  entire  New  York 
block.  Other  than  that,  the  Royal  Thimphu  Golf  Club  is  just 


lother  treeless,  nine-hole 
>urse  with  a  modest  club- 
Duse  offering  red  rice  and 
lk  meat,  which,  for  the 
cord,  is  delicious. 

I  waited  until  the  day's 
■urnament  round  was  over 

play  and  was  partnered  up 
ith  another  American,  a 
ratch  golfer  from  New  York 
imed  Peter  Tunney,  who  had  spent  the  afternoon  watching 
ie  national  championship. 

"It  was  amazing!"  he  reported.  "This  guy  was  in  the  lead, 
id  he  completely  blows  it  on  the  18th  hole.  But  does  he  get 
ad?  Does  he  yell  and  scream  and  break  golf  clubs?  No!  He 
ughs!  He  just  blew  the  National  frigging  Open  and  he's 
ughing.  And  all  his  buddies  are  laughing,  too!  'Oh,  ho-ho- 
),  what  a  terrible  shot!  Oh  ha-ha-ha!'  I  mean,  I've  played  golf 
1  over  the  world,  and  I've  never  seen  anything  like  it.  Bud- 
list  golfers!  You  gotta  love  'em!" 

What  you  really  gotta  love  are  Buddhist  caddies.  We  had 


six  of  them,  all  under  the  age  of  12  and  wearing  for- 
mal ghos,  the  elegant  smoking-jacket-like  traditional 
garment  that  Bhutanese  men  are  obligated  to  wear. 
One  grabbed  Tunney's  golf  bag,  one  strapped  my 
purse  over  his  shoulder,  one  became  our  official 
jacket-and-sweater  manager,  another  handled  Tun- 
ney's camera  gear,  one  became  our  scorecard  keeper. 
My  favorite  was  Pema,  a  pie-eyed  seven-year-old 
golf  savant.  I  loved  him  the  moment  he  shouldered 
my  golf  bag,  which  was  taller  than  he  was,  and  took  his 
place  beside  me  with  solemn  purpose.  I  loved  the  way 
Pema's  Bambi  eyes  watched  my  every  practice  swing. 
And  how  he  took  off  like  a  rabbit  after  every  ball,  and 
found  it  every  time.  I  loved  the  warrior-like  way  he 
thrust  my  next  club  into  my  hands  once  I  caught  up 
with  him,  panting  in  the  under-oxygenated  air. 

At  first  I  thought  I  was  humoring  him,  but  the  one 
time  I  overrode  his  club  selection  I  hit  the  ball  halfway 
to  China.  Peter  Tunney,  it  should  be  noted,  hit  his  dri- 
ves somewhere  near  the  Siberian  border.  If  you  want 
to  add  another  100  yards  to  your  tee  shot,  play  a  round 
in  the  Himalayas. 

I  loved  listening  to  Pema.  I  did  not,  however,  love 
listening  to  one  of  his  cohorts,  an  older  and  far  less 
subde  child.  The  boy  felt  compelled  to  maintain  a  run- 
ning commentary  on  my  every  hit.  It  went  something 
like  this: 

(swing,  hit)  "In  the  rough,  ma'am." 
(swing,  hit)  "Off  the  toe,  ma'am." 
(swing,  hit)  "In  the  sand  trap,  ma'am." 
When  the  sun  sets  in  Bhutan,  it  plunges.  Imme- 
diately, it  is  night.  Thus 
we  were  caught  short  by  6 
p.m.,  and  were  obliged  to 
play  the  last  three  holes  in 
the  dark.  Hitting  blind  on 
the  eighth  hole,  I  finally,  ac- 
cording to  Young  Mr.  Play- 
by-play,  hit  a  decent  drive. 
"Oh,  I  am  very,  very  happy, 
ma'am.  Are  you  very,  very 
happy,  ma'am?  I  am  very, 
very  happy." 

I  was,  actually.  Happy  to  be  playing  such  goofy  golf  with  at 
least  one  perfect  caddie  out  of  six  on  the  king's  own  golf  course, 
with  his  beautiful  fortress  turning  lavender  behind  us  in  the 
rarified  light  of  the  honest-to-God  Himalayas,  where  black- 
necked  cranes  still  fly  and  snow  leopards  still  hunt  and  50  species 
of  wild  rhododendron  still  bloom  each  blessed  spring  and  al- 
ways will,  if  the  future  kings  of  Bhutan  have  their  way.  And  if  this 
new  millennium  brings  the  kingdom  the  kind  of  good  karma 
it's  had  for  the  past  1,000  years,  they  certainly  will.  F 

Jessica  Maxwell's  Driving  Myself  Crazy:  Misadventures  of  a  Novice 
Golfer  has  just  been  published  by  Bantam  Books. 
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From  Data  to  Wisdom 

i  d  t  a  s  I  The  world  is  speeding  up,  but  some  things  just  aren't  built 
to  run  faster.  The  human  heart  is  one  of  them. 


BY  WAYNE  MULLER 

TRY  THIS:  FIRST,  ALLOW  AN  IMAGE  OF  A  MOUNTAIN  TO 
form  in  your  mind.  Then,  picture  a  car.  Now,  think  of 
a  forest.  Now  a  puppy,  then  a  fish,  a  stone,  a  turtle,  an 
American  flag.  You  have  no  trouble  keeping  up.  The  mind  has 
an  astonishing  ability  to  shift  and  swerve  from  thought  to  image 
without  much  hesitation  or  difficulty. 

Now,  try  this:  Allow  yourself  to  become  thoroughly  excited. 
Now  feel  terribly  sad.  Now  feel  confused,  then  angry.  Now  feel 
serene,  now  lonely  and,  finally,  blissful.  Having  trouble?  Like 
most  of  us,  you  probably  feel  a  bit  rushed,  left  behind. 

The  human  soul  needs  time  to  digest,  absorb  and  compre- 
hend emotions  and  experiences.  Regardless  of  the  external 
pressure  or  coercion,  the  soul  cannot  be  rushed.  We  must  me- 
tabolize events  and  feelings  in  order  to  fully  apprehend  and 
understand  our  lives.  It  takes  time  for  data  to  become  wisdom. 

The  word  "technology" — from  the  Greek  "techne"  and 
"logia" — literally  means  the  wisdom  of  craft.  When  we  call  one 
type  of  technology  "high"  and  another  "low,"  we  set  up  an  un- 
fortunate and  inaccurate  hierarchy  between  the  wisdom  of  the 
mind  and  the  wisdom  of  the 
heart.  Perhaps  it  is  more  use- 
ful to  use  the  words  "out- 
ward" and  "inward"  to  dif- 
ferentiate between  those 
technologies  that  interact 
with  the  outer  world  at  the 
speed  of  the  lightning-quick 
mind,  and  those  that  serve 
the  inner  concerns  of  the 
contemplative,  reflective — 
and  slower — soul. 

Traditionally,  technolo- 
gies of  the  mind  were  neces- 
sarily married  to  technolo- 
gies of  the  heart.  Carpenters 
and  miners,  blacksmiths  and 
farmers  joined  eye  and 
hand,  heart  and  soul,  to 
craft,  build  and  grow  what 
was  good  and  beautiful  and 
necessary.  European  Burners 
would  pray  over  their  fields 
before  planting.  Egyptian 
miners  would  fast  before  ex- 
rac  ting  ore  from  the  womb 
[other  Earth.  When  I 
lived  in  Peru,  the  priest  was 


always  expected  to  bless  th 
roof  of  a  new  home. 

Industrialization  drove 
wedge  between  heart  an< 
hand.  In  1800  Eli  Whitne 
brought  ten  muskets 
Thomas  Jefferson  and  John  Adams,  took  them  all  apart  an< 
scrambled  them  on  the  table.  At  random  Whitney  took  a  par 
from  one  musket  and  attached  it  to  another  until  he  had  re 
assembled  ten  muskets  from  the  scattered  parts.  Jefferson,  re 
alizing  the  potential  of  high-speed  construction  of  inter 
changeable  parts,  granted  Whitney  an  extended  militar 
contract  to  manufacture  muskets. 

Ask  any  veteran  of  any  war  and  he  will  agree  it  can  take  bu 
a  few  seconds  to  assemble  and  fire  a  rifle.  But  he  will  also  tes 
tify  it  can  take  years  for  the  soul  to  recover  from  the  moral  ach 
of  having  pulled  a  trigger  on  a  fellow  human  being. 

We  are  losing  sight  of  the  inevitable  fact  that  inward  am 
outward  technologies  move  at  different  speeds  and  posses 
different  ethical  capacities.  Any  technology  can  produce  goo< 
or  evil,  depending  solely  on  the  heart  of  the  hand  that  runs  ii 
The  PC  on  my  desk  is  an  invaluable  family  tool  when  my  soi 
and  I  send  our  picture  over  the  Internet  to  my  wife,  workin 
for  five  weeks  in  Nepal.  While  working  in  Latin  America, 
learned  that  government  agencies  used  these  same  PCs  fj 
track  dissidents  and  schedule  their  capture,  torture  am 

execution. 

Arthur  Zajonc,  professo 
of  physics  at  Amherst  Col 
lege,  recently  warned  that  ou 
high-speed  outer  technolog 
threatens  to  "become  an  au 
tonomous  technology,  sepa 
rated  from  us,  that  rests  oi 
an  ethics  alienated  from  ou 
personal  ethics."  If  we  mov 
faster  but  not  more  wisely,  i 
that  really  better? 

With  the  aid  of  oute 
technologies  we  can,  in  a  fe 
keystrokes,  send  out  a  millio 
infected  messages  professin 
"I  Love  You"  to  stranger 
across  the  globe.  But  it  takes 
lifetime  to  learn  to  spea 
those  same  three  simp 
words,  honestly  and  direct! 
in  the  presence  of  another, 


Regardless  of  external  pressure  or 
coercion,  the  soul  cannot  be  rushed. 


Wayne  Muller  is  founder  ofBreat 
tor  the  Journey,  a  nonprofit 
philanthropy.  His  most  recent  hoi 
is  Sabbath:  Restoring  the  Sacred 
Rhythm  of  Rest  (Bantam 
Doubleday  Dell). 
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Introducing  METASeS 
Securing  the  e-Foundation  for  Today's  Business  Enterprise 

!ETASeS  "  gives  you  the  peace  of  mind  you  need  when  racing  the  challenges  of  secunng  your  IT  infrastructure  and  e-Foundation. 

Our  worldwice  team  of  industry  leading  security  and  e-commerce  experts,  are  committed  to  helping  you  meet  the  challenges  of  tomorrow  -  today. 
Whether  you  are  a  small,  medium  or  large  business  we  are  committed  to  helping  organizations  like  yours  harness  the  power  of  the  internet. 

Our  revolutionary  enterprise-wide  security  solutions  and  approach  to  threat  and  vulnerability  management,  intrusion  detection,  security  policy  and 
procedure  development  and  compliance,  incident  response  and  computer  forensics.  make  securing  your  IT  infrastructure  easy.  We  apply  the  best 
minds  m  the  industry  to  ensuring  you  that  your  network  and  e-commerce  solutions  are  prepared  for  the  inevitable,  not  to  mention  the  unexpected. 


For  more  information  on  how  METASeS"'  can  assist  you  in  securing  your  e-Foundation 
visit  our  website  at  www.metases.com,  or  call  678.250. 1 250 
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Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks. 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55. 

Available  only  once  every  three  years  to  anv  household    SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Quids  Jot  Today's  Investor  (retail 

price.  812.00).  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  Illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  ideas  from  Industry 
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accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL   TOLL-FREE   1-800-535-9651 

BONUS  CODE    516NFWC24     American  Express,  MasterCard.  Visa  or  Discover 
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For  i he  right  investor.  Verj  funnj 
romantic  comedy  (feature  film) 
over  50' I  complete.  Hieh  quali- 
i\  Monej  ran  out.  Small  invest- 
ment ($185,000)  needed  to  com- 
plete the  film.  Serious  investors 
contacl  Producer  Yacub  Salih 
at  (323)  939-6938 


Buy  or  Sell  a  Business 

www.bizsale.com 

Franchises  and  Businesses  FSBO 

All  types,  sizes,  prices,  and  terms. 

Save  time  and  money. 

Affiliated  Business  Consultants 

719-540-2200 


CUBAN  CIGARS 


D  E  L  I  V  E  R  i;  D      ANY  W  H  E  K  E 


% 


Mi.si  r  ul>.ui  Brand'.  Av.iil.ible  Vis;i    \1.r 

(416)717-1110  imdAmerU 

lolontO.  C.m.i'l.i 

Aulheniii  ii\.  salLsfar  linn  and  deliver)    guaranteed 


Visa.  Mastercard 
ind  Amt'i  u  an  Express 
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e-mcorporate. 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


NEVADA  &  OFFSHORE 

CORPORATIONS 


♦Asset  Protection,  Privacy,  Tax  Free 

♦  Licensed  Offices:  Las  Vegas- Nassau 

♦  Credit  Cards,  Beater  Shares,  Banking 


ORDER  BY  I'HOSi:  I  REE  ISFO 

1-800-997-2550 


OPPORTUNITY  KNOCKS 

Once  in  ■  while  an  opportunity  comes 
■long  that  will  never  repeal  itself.  Get 
in  on  the  ground  lloor  Extreme!)  high 
income.  Training,  leads,  secured  ac- 
counts to  call  on.  Opportunity  of  a  Life- 
time Let's  lalk  dm.  Rcq.) 
Areas  Going  last. 

I -800-675-6144 


MAKE  BIG  $  $  $ 

tfPAIWH*  CMCKSIH  WlMDSHltLDS 


Usa/Canada 


www.glassmechanix.com 


Buy  Foreclosed  Property! 

Use  OUR  Money.  Split  Big  Profits.  | 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


Legally  &.  Ethicallyi 


Own  YOUR  Owni 
OFFSHORE  BANK 

FREE  Report 
800-733-2191 


Worldbid.com  is  seeking 
business  partners  worldwide  I 
develop  Worldbid. corn's  vertid 
and  regional  trade  portals. 

View  details 
www.worldbidpartners.coi 

#Worldbid.cor 


OVER  TWO  BILLION 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNER! 

MAJOR  MANUFACTURING  TO  SMALL  RETAIL  SHfJ 

CONVENIENCE  STORES  •  RESTAURANTS  •  MOTEl 

Save  Thousands  of  Dollars  ■  No  Brokerage  FeeslJ 

.CALL  US  TOLL  FREE  1 -800-999-Sfl 
www.gwbs.com 
NATIONWIDE -to  Buy  or  Sell 
MANY  OFFER  OWNER  FINANCING 
GREAT  WESTERN  BUSINESS  SERVICES.  I r-  I 


For  informa:     i  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Seel 
coi   act:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  oi 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.c 
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Luxury  Bedding 


"~  ■*■•• 


marvel  of  molecular  physics! 

rastically  cuts  tossing  &  turning 
I  o  air,  water,  or  steel  springs. 
/■  djusts  its  shape  automatically. 

nly  one  moving  part — you. 


Our  Swedish  miracle  bed  can 
change  lives  twenty-four/seven. 


I  get  "Dear  Bob" 
1 


.  letters  all  the 

I  time.  From  folks 
who  comment  on  the 
wonderful  ways  my 
Tempur-Pedic  bed  has  changed 
their  lives  for  the  better. 

Like  regaining  youthful  vigor 
—and  taking  sheer  delight  in 
new  accomplishments! 

Makes  all  other 
beds  obsolete! 


-by  Bob  Trussell,  Tempur-Pedic  Founder 

Seven  years  ago,  1  brought  the 
famous  Tempur-Pedic  Swedish 
Sleep  System  to  America.  Since 
then,  millions  have  discovered 
our  new  fatigue-fighting, 
energy-elevating  weight/ess 
sleep  phenomenon. 

We  expanded  NASA's  anti-G- 
force  research  to  invent  a  brand 
new  weightless  sleep  material. 
Our  technology  is  recognized  by 
NASA,  the  U.S.  Space  Foundation 
—and  specially  certified  by  the 
Space  Awareness  Alliance. 

Our  advanced  technology  is  mcogniied  by 
NASA,  the  OS.  Space  foundation,  and 
certified  by  the  Space  Awareness  ASiance. 


&CEO 

Other  beds  are  fancy  on  the 
outside.  Mine  is  a  miracle  on  the 
inside— where  billions  of  self- 
ventilating  viscoelastic  microcells 
cuddle  your  body  with  perfect 
support.,  .perfect  comfort! 

Thousands  of  sleep  clinics  and 
health  professionals  recommend 
us.  TV,  radio,  magazines,  newspa- 
pers give  us  rave  reviews! 

Call  or  fax  right  now  for  a  free 
sample,  free  video — and  free 
Consumer  Guide. 

You  also  receive  a  FREE 
HOME  TRYOUT  CERTIFICATE. 


Viscoelastic  memory  cells  conform 
to  every  curve  and  angle  of  your  body 
ventilating  windows  dissipate  heat 


FREE  DEMONSTRATION  KIT 
is  now  yours  for  the  asking! 


¥kfln*ORPEDIC 

PRESSURE  RELIEVING 
SWEDISH  MATTRESS  AND  PILLOW 


FREE  SAMPLE  I  FREE  VIDEO  I  FREE  ISFO 

1-888-732-0172 

OR  SEND  FAX  TO  1-859-259-9843 

Tempur-Pedic.  Inc.  1713  Jaggie  Fo»  Way.  Leatjton  Iff  40511 


Fund  Newsletter 


scover  How  You  Can 
RIPLE  Your  Money! 


Veil  show  you  how  with  a  FREE 
?k  of  great  trades!  By  fax  or  email. 
*  ALL  NOW  AND  RECEIVE 
A  FREE  TARE! 

1-888-366-8264 

I  PTTONK'nCS.coM     Code  422 


Gemstones 


Franchising 


Business  Services 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce 

HOUSE  OF  ONYX,  Inc. 
120  N.  Main  SL,  Greenville.  KY  42345 
1-80O-844-310O  or  FAX  270-338-9605 


YOUR  BUSINESS 

=   with  the  leading  consulting  firm  in  the  country  =E 

800-3S8-80II 
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fiCharge  your  ad. 


Books/Authors/PublishersmMl  Y0U  S|TTING  0N  A  GOlD  M|N|? 


MasterCard. 


J 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED: 

FICTION.  BIOGRAP  3I0N  CHIIURFNS 

WRITE.  OR  SEND  YOUR  MANUSCRIPT  TO. 

MINERVA  PUBLISHING  CO. 

1001  8RICKELL  BAY  DR  #2310.  MIAMI.  FL  33131 
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Talk  to  oi  firtt.  Became  nobody  has  fttajtogj 

more  businesses  than  Francorp 

The  leader  in  franchise  development 

and  consulting  Worldwide. 


E.tfmcofp.com 
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or  2000  tattoos,  only  $209 

CALICO 

800/225-4260  Fax:  707/446-8273 

E-Mail:  C«llcoU8A«SYahoo.com  (PC) 

E-mail:  Callcotattooat3aol.com  (Mac) 

Watoatta:  CalicoUSA.com 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aoI.com 


THOUGHTS 

On  the  Business  of  Life 


T  T 

ere's  a  great  marriage-saving  suggestion  from  a  reader:  "My  wife  of  47  years  is  the  one 
most  responsible  for  our  good  life.  Knowing  the  fine  treatment  second  wives  seem  to  get, 
JL.I decided  that,  since  this  first  wife  was  better  than  any  second  wife,  she  certainly  was  enti- 
tled to  the  second-wife  treatment.  She  is  delighted  with  her  new  status  and  treatment.  It  has  given  us  a  new 
viewpoint.  It  makes  us  more  thoughtful  and  forgiving.  And  it  has  put  a  little  more  humor  and  romance  in 
an  already  good  life.  I  recommend  trying  the  second-wife  treatment."  — MALCOLM  FORBES  ( 1 986 ) 


The  best  way  to  get  most  husbands 
to  do  something  is  to  suggest  that 
perhaps  they're  too  old  to  do  it. 

—ANNE  BANCROFT 


My  wife  dresses  to  kill.  She  cooks 
the  same  way. 

— HEN NY YOUNGMAN 


A  bride  at  her  second  marriage  does 
not  wear  a  veil.  She  wants  to  see  what 
she  is  getting. 

—HELEN  ROWLAND 


A  man  would  prefer  to  come  home  to 
an  unmade  bed  and  a  happy  woman 
than  to  a  neatly  made  bed  and  an 
angry  woman. 

— MARLENE  DIETRICH 


What's  the  difference  between 
a  boyfriend  and  a  husband? 
About  30  pounds. 

—CINDY  GARNEl 


I've  never  yet  met  a  man  who  could 
look  after  me.  I  don't  need  a  husband, 
What  I  need  is  a  wife. 

— IOAN  COLLIN 


If  you  want  to  know  about  a  man 
von  can  find  out  an  awful  lot  by 
looking  at  who  he  married. 

—KIRK  DOUGLA 


A  good  wife  always  forgives  her 
husband  when  she's  wrong. 

—MILTON  BERLE 


The  married  arc  those  who  have  taken 
the  terrible  risk  of  intimacy  and, 
having  taken  it,  know  life  without 
intimacy  to  be  impossible. 

—CAROLYN  HEILBRUN 


Without  adultery  two-thirds  of  our 
novelists  would  stand  in  line  for 
unemployment  checks. 

—PETER  PRESCOT' 


If  you  want  to  sacrifice  the  admiration 
of  many  men  for  the  criticism  of  one, 
go  ahead,  get  married. 

—KATHARINE  HEPBURN 


What  a  holler  would  ensue  if  people 
had  to  pay  the  minister  as  much 
to  marry  them  as  they  tunc  to  pay 
a  lawyer  to  get  them  a  divorce. 

—CLAIRE  TREVOR 


My  most  brilliant  achievement  was  my 
ability  to  be  able  to  persuade  my  wife 
to  marry  me. 

—WINSTON  i   H     RCHILL 


Rituals  are  important.  Nowadays 
it's  hip  not  to  be  married.  I'm  not 
interested  in  being  hip. 

—JOHN  LENNON 


A  Text  ... 

Build  ye  houses,  and  dwell  in 

them;  and  plant  gardens,  and  eat 

the  fruit  of  them. 

—JEREMIAH  29: 

Sent    in    by    Roberta    Lou    Jones,    Pextei 
k\  What's  your  favorite  text? 
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.  Intel  is  a  registered  trademark  ol  Intel  Co 


this  is  the  surge  economy,  where  more  business  is  condensed  into 
seconds  than  used  to  get  done  in  a  day.  and  the  only  constant  is  change, 
in  the  surge  economy,  the  only  way  to  thrive  is  to  be  flexible,  intel  provides 
technology  that  keeps  your  options  open,  makes  your  business  agile, 
doesn't  consume  your  bottom  line,  from  mission-critical  servers  and  powerful 
workstations,  to  innovative  networking  and  communications  solutions, 
to  state-of-the-art  internet  data  centers,  intel  makes  the  technology  that 
makes  you  ready  for  anything,  because  in  the  surge  economy,  long-term 
business  plans  aren't  written  in  stone,  they're  e-mailed  every  monday 
morning,  f  solutions  for  the  surge  economy  -»  intel.com/go/ebizj 


Can  you   imagine   a  world  where 


you  can   take  your  shade  with  you? 


We   can 


■■bV 


A  power  rear  sunshade.  It  allows 


you  to  reduce  glare  and  cool  the 


cabin,  all  without  touching  the  air  navigation  system'- that  can  not 

conditioning.  And  it's  just  one  of  only  show  you  the  fastest  way  to 

the  innovations  you'll  find  within  get  home,  but  help  you  choose  a 

the  sanctuary  of  the  Infiniti'  130.*  restaurant  along  the  way.  In  fact, 

Innovations  such  as  a  driver's  seat  if  the  130  feels  unlike  any  other 

that  remembers  where  you  prefer  car  you've  ever  driven,  it's  not  your 


to  sit.  And  an  optional  computer  imagination.  It  was  ours.  The  Infiniti 


130.  It's  all  the  best  thinking. 


'■4716  /   infiniti.com  [30 

Ml 

B     quires  ,u  ( urate  GPS  service  to  operate  and  (unction  properly  Ma 


ppingmaynotbpovi.nlfil  In  all  I 


■■■■n 


Own  one  and  you'll  understand. 


mil  Division  oM. 


you  need  information 
that  is  comprehensive 

well  halanced? 


I 


Use  the  CJuantlim  Technique . .  • 


I  he  Xeic  Paradigrrt 

in  Decision  Support 

Information  Solutions 


a  bold  leap  forward  in  decision  support  information. 
There's  a  higher  standard  for  accessibility  and  accuracy 
that  far  exceeds  web-based  search  engines,  turns  infor- 
mation into  understanding,  and  transforms  data  into 
knowledge.  The  information  paradigm  has  shifted  to 
Quantum  Knowledge.    1-800-227-4908 


nexi 

.- 

Quantum  Knowledge 
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-[  www.bmc.com  ]- 


THE    CONSTANT    AND    rapid    CHANGES 


IN  TECHNOLOGY  HAVE  LEFT  ROOM 
FOR  ONLY  TWO  KINDS  OF  E-BUSINESSES: 
THE     QUICK     AND     THE     DEAD. 

It's  no  longer  business  as  usual.  For  you,  or  your  competition. 
Which  is  why  nearly  all  the  Fortune  500'  rely  on  us  to  survive - 
and  thrive-in  today's  ever-changing,  unpredictable  environment. 

We  are  BMC  Software.  The  world's  leading  provider  of  systems 
management  solutions.  Software  that  keeps  your  business-critical 
applications  up  and  running  around  the  clock.  We  offer  the 
fastest  implementation  of  the  most  comprehensive  e-business 
management  systems.  And  our  exclusive  OnSite"  program  is  your 
seal  of  assurance  that  your  e-business  will  be  on-line,  all  the  time. 


For  more  information,  visit 
us  at  www.bmc.com.  We'll  be 
there.  We're  always  there. 


<bmc">oftware 


Assuring  Business  Availability " 
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Comments 
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Flashbacks 

51    Digital  Rules 
156  Thoughts 

OutFront 

52    Craig's  Ex  Invests  Wendy 

McCaw's  plans  for  her  money 
have  been  a  secret.  Until  now. 
By  Seth  Lubove 

54    Richard  Who?  Why  has  lawyer 
Rich  Gray  been  quoted  hun- 
dreds of  times  on  the  Microsoft 
case?  By  Krysten  A.  Crawford 

56    Spider-Man's  New  Do  Marvel 

Comics'  secret  weapon  is  a  chief 
who  knows  how  to  sell  hair  care. 
Huh?  By  Joanne  Gordon 

56    Reach  for  the  Sky  A  trendy 
(  anadian  retailer  lends  its 
name — and  its  bomber  jackets — 
to  an  airline.  By  Me  lanie  Wells 


58    Join  the  Girl  Touts  Today's  Girl 
Scouts  would  rather  make  a 
mint  than  sell  them. 
By  SihHa  Sansoni 

60    The  Top  Floor  The  opportunists 
who  bought  big  commercial 
property  after  the  last  crash  are 
now  selling.  Is  the  boom  over? 
By  Stephane  Fitch 

Companies,  People,  Ideas 

67  Click  Flicks  The  cable  companies 
are  finally  rolling  out  their  long- 
promised  video-on-demand. 
But  is  it  too  little,  too  late? 
ByMarkLacter 

68  Backseat  Driver  I  GM  Discovers 

Sport  Utilities  By  Jerry  Flint 

70    Boys  Will  Be  Boys  Wackenhut 
says  its  prisons  are  no  worse 
than  the  public  ones.  That's 
not  saying  a  whole  lot. 
By  Mark  Tatge 

72    To  B2B  or  Not  to  Be  Can  a 

scholar — and  the  Internet — 
rescue  a  century-old  commodity 
exchange  from  oblivion? 
By  Brandon  Copple 


On  the  Cover 

82    No  Ordinary  Joe 

How  the  swaggering,  twon 
fisted  entrepreneur  runni^ 
Qwest  Communications 
wound  up  owning  a  clur 
regional  Bell — and  what  H 
plans  to  do  with  it. 
By  Carleen  Hawn 


53     Dumb  and  Dumber  1 

Thanks  to  a  string  of  recej 
deals  gone  bad,  some  big 
insurers  have  become  entd 
gled  in  lawsuits  with  Cha^ 
Manhattan,  one  of  Holly- 
wood's top  providers  of  sj 
called  gap  financing. 
By  Brett  Pulley  with  Mark  la\ 

64    Mother  Lode? 

An  Oxford- educated  histoj 
may  have  stumbled  upon 
of  the  richest  silver  mines  i 
500  years. 
By  Bernard  Condon 

128   Format  War  I 

Anarchy  has  reigned  over 
optical  storage.  Battling  fo 
and  technologies  confuse 
marketplace.  Now  there  rr 
a  way  to  end  the  confusioi 
By  John  C.  Chorak 

132   The  Sum  of  Its  Par 

You'll  never  see  a  trade  sh> 
with  slinky  models  drapec 
emission  systems.  But  aut< 
parts  outfits  are  undervali 
and  Ford's  Visteon  spinof 
one  of  the  better  bargains 
By  Robvn  Meredith 
and  Michael  Maiello 
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Life  After  Wall  Street  Jim  Milligan 
became  a  millionaire  at  28  by 
selling  mutual  funds.  Then  he 
got  cancer.  Now  he's  back — sell- 
ing struggling  artists. 
By  Joanne  Gordon 

Charticle  I  Sign  of  a  Bubble? 

Quietly,  foreign  ownership  of 
U.S.  securities  has  reached  extra- 
ordinary proportions.  But  any 
reversal  could  be  loud. 
By  Peter  Brimelow 


Europe's  New  Fiber  King  It  looked 
as  if  Mark  Schneider  had 
stretched  United  Pan-Europe 
Communications  too  thin,  but 
John  Malone  knows  a  gifted 
entrepreneur  when  he  sees  one. 
By  Lawrence  Minard 

Survivor  In  these  dark  times  for 
Weblets,  what  does  it  take  to  stay 
alive?  For  Paul  Baier,  a  willing- 
ness to  start  over  completely. 
By  Luisa  Kroll 

100  Insights  I  The  Green  Car  Paradox 

By  Peter  Huber 

Entrepreneurs 

104   Upward  Spiral  Family-run  Roto 
Zip  Tool  has  grown  into  a  $1 16 
million  company  by  selling  a  sin- 
gle product  for  a  quarter  of  a  cen- 
tury. Now  what?  By  Kemp  Powers 

106  A  Wing  and  (Not)  a  Prayer 

A  veteran  pilot-turned-entrepre- 
neur wants  to  convert  used 
airplanes  into  new  houses. 
But  getting  this  business  off  the 
ground  will  require  a  big  lift. 
By  Doug  Donovan 

E-Trade  Routes  Planning  to  do 
global  business  on  the  Web? 
Next  Linx  will  ease  the  way. 
By  Chandrani  Ghosh 

For  Impatient  Heirs  You  can  wait 
years  for  your  inheritance — or 
get  an  advance  from  Doug 
Lloyd.  It'll  cost  you. 
By  Brigid  McMenamin 

Technology 

116    Other  People's  Money  With  a  little 
bit  of  their  own  capital  and  a  lot 
of  salesmanship,  two  entrepre- 
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Technology  (continued) 

neurs  got  themselves  a  poten- 
tially enormous  payoff  in 
a  fiber-optic  network. 
By  Quentin  Hardy 
with  Jennifer  Godwin 

118    Lyin'  Eyeballs  Traffic  is  money 
in  the  bank  to  a  Web  site. 
The  temptation  to  fudge  the 
numbers  is  great. 
By  Scott  Woolley 

122    New  Newport  News  Why  did  Bill 
Gates  buy  into  a  1 14-year-old 
shipbuilder?  Maybe  he  liked 
the  software. 
By  Howard  Banks 

124   Repairing  the  Brain  Scientists  are 
illuminating  the  molecular 
mechanisms  of  brain  damage, 
gaining  clues  to  new  ways 
to  treat  stroke. 
By  Robert  Langreth 

130  Software  Horizon  I  Flight  Training 
for  Network  Experts 

By  Joseph  R.  Garber 

Money  &  Investing 

134   Insiders'  Tax  Break  What  does 
Marc  Andreessen  know  that 
most  taxpayers  don't?  Investors 
and  employees  in  some  success- 
ful new  companies  can  defer 
capital  gains  taxes. 
By  Ashlea  Ebeling 


,     J,     J!' 


io  what?  I've  got  five 
times  the  capacity,  and 
I  can  undercut  the 
others  by  75%." 

116 


136   Northern  Lights  The  shift  toward 
a  laissez-faire  economy  has 
Canada's  service  businesses 
humming  and  their  stock  prices 
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Make  sure  your 

estate  plan  has  the 

right  kind  of  funding. 


Free  Guide! 


Explore  the  key 
issues  in  estate 
plan  funding  with 
Prudential's 
Estate  Planning 
Strategies  for 
the  Future. 

Learn  about: 

m  Life 
insurance 
trusts 

■  Gift  taxes 

■  Marital 
deduction 

■  Charitable 
giving 

■  and  more 


Ask  for  your 
copy  today! 


With  estate  taxes  now  running  as  high  as  55%,  you  can't  afford  to  miss 
a  single  opportunity  to  reduce  your  tax  liability.  Start  a  relationship  with 
Prudential  and  help  make  sure  your  estate 
is  protected  throughout  your  lifetime. 

Get  a  thorough  analysis  of  your  needs. 

Your  Prudential  financial  professional  will 
work  with  your  tax  advisor,  attorney  and 
others  to  help  assess  your  current  estate  plan 
provisions,  pinpoint  the  areas  where  you're 
most  vulnerable,  and  recommend  solutions. 

Consider  a  life  insurance  policy 
suited  for  estate  planning. 

It's  called  Survivorship  Variable  Universal 
Life  (SVUL).  And  unlike  most  life  insurance, 
it  covers  two  lives  instead  of  one — with 
benefits  paid  upon  the  death  of  the  second. 
SVUL's  flexible  features  and  variety  of 
investment  options  can  help  preserve 
family  assets  for  future  generations. 

Find  out  why  trusts  can  be  an 
important  part  of  your  estate  plan. 

Under  normal  circumstances,  life 
insurance  proceeds  are  considered  part 
of  your  taxable  estate.  But  by  transferring 
ownership  of  your  life  insurance  to  an 
Irrevocable  Life  Insurance  Trust,  you 
may  be  able  to  avoid  estate  taxes. 


Call  today  to  learn  more.  Locate  a  knowl- 
edgeable Prudential  financial  professional 
in  your  area.  And  ask  for  your  copy  of  Estate 
Planning  Strategies  for  the  Future,  an 
informative  guide  free  from  Prudential. 

1-800-THE-ROCK 

ext.  6927  prudential.com 


ufe  Prudential 


5  2000  The  Prudential  Insurance  Company  of  America.  ALL  RIGHTS  RESERVED.  Like  most  insurance  policies,  Prudential  policies  contain  exclusions,  limitations,  reductions 
f  benefits  and  terms  for  keeping  them  in  force.  Your  Prudential  sales  professional  can  provide  you  with  costs  and  complete  details. 

urvivorship  Variable  Universal  Life  (SVUL)  is  issued  by  Pruco  Life  Insurance  Company  (except  in  New  Jersey  and  New  York,  where  it  is  issued  by  Pruco  Life  Insurance  Company 
f  New  Jersey)  and  is  distributed  by  Pruco  Securities  Corporation  (member  SIPC),  all  subsidiaries  of  Prudential,  located  at  751  Brood  Street,  Newark,  NJ  07102.  Each  of  Pruco 
fe  Insurance  Company,  Pruco  Life  Insurance  Company  of  New  Jersey,  and  Prudential  is  responsible  for  its  own  financial  condition  and  contractual  obligation. 

Dr  more  complete  information  about  SVUL,  including  charges  and  expenses,  ask  your  Prudential  sales  professional  for  a  prospectus.  Please  read  the  prospectus  carefully  before 
jrchasing  Neither  Prudential  nor  its  soles  professionals  render  legal  or  tax  advice.  You  should  consult  with  your  attorney  or  tax  advisor  regarding  your  particular  situation. 
S-20000413-A054057  . 


T 


i 
■ 


■ 


Hcrosoft  Thl' l)CSl  Wi'v  lo  num,W  V()UI  projects  is  to  have  the  information  you  need  right  in 

Pl*>|ect2000w.  hont  of  you.  Microsoft  Project  2000  gives  you  lh.il  information  by  providing 
lexible  tools  for  organizing,  viewingand  analyzing  project  data  and  by  allowing  your  team  members  to 
jpdate  their  status  through  the  Web. 

Since  the  most  accurate  status  information  comes  from  those  doing  the  work.  Microsoft  Project  2000 
ncludes  a  simple.  Windows  -based  interface  that  team  members  can  access  from  their  Web  browsers  lo 
provide  collaborative  input.  Its  called  Microsoft  Project  Central,  and  it  can  give  you  up  to  the  minute  data 
hat  will  help  you  make  the  best  decisions  for  your  business.  To  learn  more  or  to  order  a  trial  CD.  visit  our 
Neb  site  at  www.microsoft.com/go/project. 

Microsoft 

Where  do  you  want  to  go  today? 
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New  This  Issue 

Potter  Conjures  Pot  of  Gold  Harry  Potter 
creator  J.K.  Rowling  pocketed  an 
estimated  $19.8  million  in  just  two 
days  in  July.  Rowling's  fourth 
book,  Harry  Potter  and  the  Goblet 
of  Fire,  was  offered  online  and  at 
bookstores  at  midnight  on  July  8 
and  sold  5. 1  million  copies — 96% 
of  the  printing — within  only  48 
hours.  Throw  in  future 
earnings  from  paper- 
back sales,  audio  edi- 
tions and  movie  rights 
and  Rowling  stands  to 
make  more  from  this 
one  book  than  she  did 
from  the  first  three 
combined. 


J.K.  Rowling 


Wireless  Nielsen?  Avenue  A,  an  online  ad 
shop,  is  partnering  with  wireless  ap- 
plication provider  2Roam  to  develop 
technology  to  target  and  track  adver- 
tising on  wireless  products,  includ- 
ing cellular  phones,  pagers  and  PI  IA& 
But  with  competitors  lurking  in  the 
wings,  and  years  before  the  domestic 
wireless  Web  reaches  maturity,  will 
the  hype  translate  into  profits? 

Behind  the  Curve  Sony  plans  to  start  sell- 
ing a  new  sort  of  compact  disc  w  ith 
1.4  gigabytes  of  storage  capacity, 
more  than  twice  that  of  a  traditional 
■  l).  But  with  D\Ds  already  boasting 
4.7-gigabyte-plus  capacities,  and 
more  than  25%  of  new  computers 
coming  with  standard  DVD  drives, 
Sony's  new  format  looks  to  be  obso- 
'v  te  before  it  comes  to  market.  Can 
anyone  say  Betamax? 
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Online  Columnists 


Freeman 


Leitzes 


Solar 


TechnoPolitJCS  If  you  thought  that  B2B  stocks  already  carried  too 

much  risk,  Forbes.com  columnist  James  Freeman  tells  about  a  fact- 
finding public  workshop  the  Federal  Trade  Commission  recently 
held  concerning  antitrust  implications  in  this  emerging 
marketplace. 

NGt  UGfltS  The  Internet  has  demolished  barriers  between  Wall  Street  and 
Main  Street,  giving  individuals  access  to  much  of  the  information 
heretofore  used  by  professionals.  Such  commoditization  makes  it 
harder  to  gain  an  edge,  but  knowledge  can  still  be  power — you  just 
need  to  know  where  to  look.  Adam  Leitzes  and  Joshua  Solan  look  at 
new  sites  and  sophisticated  tools  that  can  be  used  by  savvy  investors 


— 


Ten  years  ago  more  than  6,000  readers  entered  the  FORE 

lenge— forecasting  prices  and  economic  indicators.  Read  about  the  winner  (and 

losers)  of  our  $100,000  prize  at  www.forbes.com/extra/decade. 
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Forbes.com 
Mobile  Edition 


database 


On  the  run?  Stay  informed  with  break- 
ing news  and  analysis  from  the 
Forbes.com  newsroom  delivered  wire- 
lessly  to  your  Palm  VII  handheld  device. 
Support  for  Windows  Pocket  PC  PDAs 
coming  soon.  Get  untethered  at 
www.forbes.com/mobile. 


FORBES'  database  lists— many  in  an 
expanded  format— are  all  online.  Acce 
the  Forbes  500s,  200  Best  Small 
Companies,  Best  Places  for  Technolo 
Companies,  500  Largest  Private  Compa- 
nies, International  500  (updated  July  I) 
via  the  link  at  the  top  of  this  page. 


"Sure...  this  e-commerce 
application 

lets  us  sell  on 

our  website, 

but  it  also  lets  us 


ell  on  any  website... 

we  make  money 

all  over  the  place..." 


e-commerce  just  got  bigger, 
do  you  know  how  big? 


If.  you  think  e-commerce  is  just  about  your  website, 
think  again.  It's  much  bigger.  That's  why  you  should 
look  into  Intershop.  Our  application  software  supports 
the  widest  range  of  current  and  emerging  e-commerce 
solutions.  It  enables  you  to  sell  in  ways-and  places- 
like  never  before.  In  fact,  designed  with  XML,  Java, 
ICE  and  WAP,  the  same  application  you  use  for  your 
website   today,   can   help   you   sell   wherever  you   may 


need  to  in  the  future.  From  cell  phones  that  re-order 
stock  with  one  press  of  a  button,  to  online 
marketplaces  and  affiliate  sites,  to  production  line 
machines  that  automatically  buy  inventory  when 
needed.  Which  means  you  have  ways  to  expand 
e-commerce  revenue  opportunities  that  make  everyone 
happy.  Call  us  at  1-877-499-4390.  Next  time,  a  machine 
will   make  the   call   for  you. 
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Companies  are  spending  millions  on  e-procurement. 


G  Commerce  gives  you  rapid  e 

Ei  /one's  talking  about  e-procurement.  So 

I  aren't  the  savings  pouring  in? 

I  imple.  E-procurement  isn't  easy.  And  it 

B  i  more  than  technology  to  make  it  work. 
\t  ICG  Commerce,  we  can  get  your 
Kurement  savings  flowing  right  away.  How? 
;ing  advanced,  Internet-based  technology 
requires  no  major  upfront  capital  investment 


■procurement  savings  with  no  significant  upfront  capital  investment. 

better  job  of  integrating  e-procurement  into 
your  existing  systems— without  turning  your 
current  organization  upside  down. 

ICG  Commerce  is  making  e-procurement 
work  for  companies  around  the  globe.  Shouldn't 
.-  we  make  it  work  for  you? 

iCG 

The  Promise  of  e-Procurement  Made  Real!" 


or  software  installation.  At  the  same  time,  our 
experienced  purchasing  professionals  work  to 
rapidly  uncover  real  cost  savings. 

With  our  comprehensive  strategies  and  tools, 
including  catalog  purchases,  spot  buys,  portals 
and  exchanges,  aggregated  buys,  forward  and 
reverse  auctions,  and  eRFQs/eRFPs,  no  one  offers 
you  more  ways  to  save.  And  no  one  does  a 


v.icgcommerce.com  Call  toll  free:  877.935.ICGC 
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in  e-business 


SURVIVAL    MEANS   ATTRACTING   ATTENTION  TO   WHAT  S    CRITICAL 


In   the   new   economy,    you    need    immediate   contact 
with   every   employee —   especially   when    building   a 
jnified  corporate   image.    BackWeb®  delivers.   From 
executive    videos    to    employee    feedback    surveys, 
iackWeb's  patented  Polite    Push  technology  seamlessly 
lownloads  large  files  on  any  connection —  even  dial-up 
•onnections —  without  impact  to  the  network.  Then  a  BackWeb 

What  Pushes  e-business 


Flash   animates   an   alert  on   users'   screens,   prompting 

instant   attention.    Little   wonder   that   BackWeb   is 

currently  used  throughout  Global  2000  companies. 

Download  a  white  paper  that  details  how  BackWeb 

can    increase    the    efficiency    of    your    executive 

communications:    www.backweb.com/accelerate4.html 

or  call  us  at  1-800-863-0100. 


nong  the  many  companies  using  BackWeb:    British  Telecommunications,  Rogers  Communications,  Cisco,  Robertson  Stephens,  Siemens 
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SIDE   LINES 


Carleen  Hawn 


Telephone   Man 

"BeLLheads"  is  the  con- 
temptuous term  that 
telecom  entrepreneurs 
use  to  describe  the  exec- 
utives that  ran  the  old 
American  Telephone  & 
Telegraph  Co.  The  im- 
plication is  that  any- 
body from  that  era  can- 
not think  beyond 
40-year  depreciation 
schedules.  Now  meet 
Joseph  Nacchio,  the  27- 
year  AT&T  veteran  pic- 
tured on  our  cover.  This 
cocky,    energetic    and 

fast-on-his-feet  executive  is  running  Qwest  Communicatk ! 
International  now,  and  he  is  as  ready  as  any  entrepreneur; 
tear  up  the  old  ways  of  doing  business. 

Carleen  Hawn,  who  profiles  Nacchio  in  a  story  beg 
on  page  82,  describes  what  it  was  like  to  fly  with  him  01, 
corporate  jet:  "The  business  at  hand  is  the  U  S  West  merd 
and  rumors  about  a  takeover  by  Deutsche  Telekom,  but  | 
also  has  time  to  lecture  me  on  the  particulars  of  jet  prop « 
sion,  avionics  and  the  physics  of  radio  waves,  all  while  htj 
heating  up  and  serving  a  breakfast  of  eggs  and  sausage  to  it 
seven  people  on  board.  Whatever  else  he  is  doing,  he  is  hM 
ing  a  good  time." 

What  about  those  rumors?  Qwest's  market  cap  is  $90  \'4 
lion.  From  here,  Nacchio  could  proceed  to  build  a  really  !■ 
company,  or  he  could  just  sell  out.  All  he  would  tell  Hawrai 
that  if  he  does  sell  out,  it  will  be  to  a  company  with  a  T"| 
its  name.  DT,  maybe?  Or  his  old  employer? 

Green  U3TS  Certain  politicians  favor  government  sifl 
sidies  for  the  development  of  fuel-efficient  cars.  ColumrB 
Peter  Huber  mischievously  notes  that  it  would  make  justB 
much    economic — or   environmental — sense   for   t 
government  to  subsidize  oil  tankers  and  pipelines.  5 
page  100. 

TinSeltOWn  Otherwise  sensible  institutions  like  Ch. 
Manhattan  and  AXA  Group  duped  themselves  into  think) 
they  could  make  a  profit  financing  movies.  The  financi 
should  have  seen  that  wonderful  satire  by  David  Mam 
Speed- 1 lie- Plow.  The  play  contains  this  classic  line  describ 
Hollywood  accounting:  "There  is  no  net!"  Brett  Pulley  a 
Mark  Lacter  describe  the  resulting  mess  on  page  53 
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NOT  SINCE 

SANTA  CLAUS 

HAS  ANYONE  MADE  THIS  MANYNDS 

THIS  HAPPY  IN  ONE  DAY. 


fmtx 


On  Saturday,  July  8th,  Amazon.com  and  FedEx  made  Harry  Potter  and  the  Goblet  of  Fire 
one  of  the  largest  book  releases  in  Internet  history.  The  Harry  Potter  series  is  a  phenomenon,  and 
the  arrival  of  the  fourth  adventure  of  the  young  wizard  had  kids  in  a  state  of  anticipation  like  it  was  the  night 
before  Christmas.  Amazon.com  went  the  extra  mile  by  putting  the  book  in  the  hands  of  parents  on  the  first  day 
it  was  released.  They  used  a  variety  of  FedEx  services,  including  FedEx  Home  Delivery,  the  customer-friendly 
alternative  for  reliably  shipping  packages  from  businesses  to  busy  people,  even  on  Saturday.  The  result  was  over 
250.000  books  delivered  in  just  one  day.  To  find  out  how  FedEx  Home  Delivery  can  make  you  happy, 
call  1  -800-Go-FedEx,  or  visit  fedex.com.  Be  absolutely  sure.® 
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THK  SATURN  LS2 

TfJAC 

PERFORMANCE  SEDAN 

182-horsepower,  3.0-liter  V-6 

Four-speed  automatic 

Four-wheel  disc  brakes 

Remote  keyless  entry 

Power  windows,  locks  and 
heated  exterior  minors 

Anti-lock  brakes  with 
Traction  Control 

• 

Security  System 

Air  conditioning  with 
passenger-cabin  filter 

C  Iruise  control 

AM/FM/CD/Cassette 
with  eight-speaker 
audio  system 

Alloy  wheels 

Sport -tuned  suspension 

Foglamps 

Dent-resistant  polymer 
doors  and  fenders 

M. S.R.I'.  S21,2~U 
www.saturn.com 

A  car  is  not  something 
designed  simply  to  take  you 
from  point  A  to  point  B. 
,  It  never  was.  But  somewhere 
along  the  line  what  a  car  means 
and  what  it  costs,  seems  to 
have  gotten  out  of  hand. 
Enter  the  Saturn  L-Series. 
They're  bigger,  faster  and  more 
luxurious  than  our  other  models 
They're  also,  as  you  can  expe 
more  expensive.  But  when  you 
compare  them  to  cars  with  ti 
same  features,  they're  still 
ands  less.  You  see, 
they're  not  just  our  newest  car. 
but  £  new  kind  of  car. 
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READERS    SAY 


Homing  In 

In  "ProblemsAtHome"  (June  12,  p.  54) 
FORBES  does  a  great  injustice  to  Ex- 
citeAtHome.  The  article  confuses 
"traffic"  with  "unique  users,"  dis- 
counting actual  growth  and  our  in- 
creasing appeal  to  advertisers. 

You  call  our  ad  revenues  "flat," 
but  don't  consider  holiday  seasonal- 
ity between  the  fourth  quarter  of 
1999  and  the  first  quarter  of  2000,  a 
common  media  industry  phenome- 
non. In  fact,  we  are  projected  to 
achieve  approximately  75%  year- 
over-year  growth  rates  in  2000.  You 
also  state  we  can't  compete  against 
AOL  and  Yahoo,  throwing  out  erro- 
neous AOL  DSL  subscriber  numbers. 
(AOL  itself  has  published  different, 
much  lower  numbers.) 

We've  tripled  customers  in  a  one- 
year  period  and  secured  one-third  of 
the  market  share — a  great  measure 
in  anyone's  book.  The  conclusions 
you  formed  made  no  mention  of 
these  notable  accomplishments. 

BYRON  W.  SMITH 

Executive  Vice  President 

Consumer  Broadband  Division 

ExciteAtHome 

Redwood  City,  Calif. 

Swing  for  the  Fences 

Baseball's  resurgence  owes  a  lot  to 
offense  ("Fact  and  Comment,"  July 
24,  p.  39).  Nobody  likes  low-scoring 
games,  especially  announcers  who 
struggle  to  keep  their  audience 
watching  a  0-0  game.  People  watch 
sports  to  see  home  runs,  goals  or 
touchdowns. 

For  example,  a  year  ago  I  used  my 
company's  seats  to  a  New  York 
Rangers  game — center  ice,  three 
rows  up.  The  game  ended  (including 
overtime)  in  a  0-0  tie.  Sheer  torture, 
even  though  I  had  the  best  seats  ever. 
Any  improvement  in  offense  in 
sports  is  a  welcome  alternative  to  sit- 
ting through  inning  after  inning  of 
no  offense. 

STEVE  BOGNER 
New  York,  N.Y. 
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That's  Not  Moses 

The  July  3  cover  photo  contin- 
ues your  tradition  of  sanctifying 
today's  business  executives.  I 
didn't  know  whether  I  was 
looking  at  Virgin's  Richard 
Branson  or  Moses. 

ROBERT  MARRIN 
Topeka,  Kans. 


Don't  SUE  Me 

As  one  of  the  dastardly  critters  wht 
created  SUE  ("Quarterly  Mayhem,' 
July  24,  p.  354),  I  never  intended  th< 
variable — a  measurement  of  surpris< 
earnings — to  torment  financial  mar 
kets.  In  1974  the  late  Henry  A.  Latanej 
Charles  R  Jones  and  I  were  simply  try 
ing  to  link  earnings  announcement 
to  security  prices.  Our  initial  analysil 
found  a  predictive  value  for  SUE,  an< 
its  ultimate  path  to  Wall  Street  evi 
dences  its  investment  merit. 

SUE  works  because  investor  behav 
ior  and  market  constraints  combin 
to  create  a  protracted  valuation  bias 
Generally,  an  earnings  surprise  is  fol 
lowed  by  a  burst  of  trading  activit) 
sizable  but  inadequate  to  accommo 
date  all  shareholders,  many  unpre  I 
pared  for  immediate  decision.  .  I 
pricing  trend  develops,  perhaps  influi 
enced  further  by  forced  reweighting 
of  index  funds  and  "window  dress 
ing"  by  others. 

Surprise  announcements,  othe 
than  earnings,  occur  daily.  They  ma 
include  management,  operational 


Didn't  someone  say  less  is  more? 


O/  * 


0.43% 


*Our  Growth  &.  Income  Mutual  Fund's 
Annual  Expense  Charge. 


Find  out  more  about 
our  minimalist  approach. 

For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high  quality 
personal  retirement  annuities,"  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  funds  Barron's  says  "sport  some 
of  the  lowest  expenses... and  delivered  gains  that  are  hard  to  match"? 
Of  course,  past  performance  is  not  a  guarantee  of  future  results.  Call 
800  226-0147  for  more  information  about  TIAA-CREF's  products  and 
services,  including  charges  and  expenses,  or  mutual  fund  and  personal  annu- 
ity prospectuses.  Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 
those  who  shape  it. 


ETIREMENT  INSURANCE 


MUTUAL    FUNDS 


TRUST   SERVICES 


TUITION    FINANCING 


acts  a  voluntary  waiver  of  the  investment  management  fee  The  waiver  will  remain  in  effect  until  at  least  July  1,  2003  tt  Availability 
.1  to  state  approval  **  Source  Barron's,  January  1999  TIAA-CREF  Individual  and  Institutional  Services.  Inc.  distributes  CREF  certificates  and 
sts  in  the  TIAA  Real  Estate  Account  Teachers  Personal  Investor  Services.  Inc  distributes  the  variable  component  of  the  personal  annuities.  TIAA- 
Wutual  Funds,  and  Tuition  Savings  Agreements  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities  TIAA-CREF  Trust  Company. 
Wides  Trust  Services  ©  2000  TIAA-CREF  NY  N  t  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not  bank  < 
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The  two  busmess  issues  that  mus 

served,  after  successrul  navigation  ot 
auliliuM  reviews,  are  governance 

"_h.e  marketplaces  have  5- 
tablished  effective  governar-e 
even  after  uealmg  their  business  pn. 

i  none  have  sohed  the  problei 
equity  for  founding  members  vera 
wave  two  or  three  members.  Finall\in 
highly  competitive  industries  like  I 
tomotr  ^oing  to  be  extreiriy 

difficu  ints  to  opely 

align  busir  icrossa 

member  ^.emant- 

pbce.  In  other  industries  where  co 
panies  buv  from — and  sell  to — ae 
another  much  tt- 

-mted  to  actualh"  creating  a  w^ 
ing  marketplace. 

As  mam-  have  said:  The  easy  p 
writing  the  press  release:  then  the  he/y 
huiog  begins. 

I  ALA 

Founder,  ALortp  z-  Assoc 

Novi,  A 
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Man  Blues 

I  rind  mvselt  on  vour  unemployrJ 
chart  'Jobless  White  Males,"  Jum 
gc  discrimination  I* 
has  conspired  to  produce  total  ni- 
response  to  mv  e- mailed  resui. 
which  rerle.  ;\perie:t 

-  to  flunk  early  retirement  1  havo> 
start  up  a  business.  I  presume  the  1 
be  plent\  or  resumes  like  mine  avl- 
able.  Stav  tuned. 
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BASF.    A    COMPANY    THAT'S    RETURN-FOCUSED    AND    GLOBALLY    POSITIONED.    AT    BASF,    THE    KEY    TO    OUR 

SUCCESS    IS    VALUE-ENHANCING    GROWTH.    WITH    A    PRESENCE    IN    OVER    170    COUNTRIES,    WE    TRULY    ARE 

GLOBAL.    IN    CHEMICALS,    HEALTH    AND    NUTRITION,    AND    THE    OIL    AND    GAS    INDUSTRY,    WE'RE    NOT    ONLY 

BF        POSITIONED  FOR  LONG-TERM  GROWTH,  BUT,  MORE  IMPORTANTLY,  FOR  PROFITABLE  GROWTH.  ALL  OF 

WHICH  MAKES  BASF  AN  INVESTMENT  OF  GLOBAL  PROPORTIONS.  MAKING  PRODUCTS  BETTER. 


BASF 
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r<?e?yt  hosting  began.  Where  managed  hosting  is  going. 
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trademarks,   tradenamcslarrd  service  marks  mentioned  and/or  used  belong  to  their  respective  owners.  All  rights   reserved. 
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Fly  in  His  Ointment 

►  George  Soros  lost  more  than  S 1  billion  in  the  high-tech  mar- 
ket rout  this  spring,  but  he's  still  tossing  money  at  cash-burn- 
ing Web  sites.  He  just  put  S3  million  into  Bkjefly.com,  a  high-loss 
discount  clothier,  on  top  of  S16  million  in  earlier  investments. 
The  New  York-based  company  recently  settled  a  lawsuit 
brought  by  Tommy  Hilfiger  for  allegedly  selling  knockoffs,  but 
that  didn't  really  help.  Since  Soros  first  invested  last  year,  the 
company's  stock  has  slumped  from  59  to  S3. — Tomas  Kellner 

A  New  Kind  of  Flow  Analysis 

►  The  Internal  Revenue  Service  is  rather  suspicious  of  coin- 
operated-laundry  owners,  who  are  paid  in  cash  and,  it  seems, 
keep  spotty  records.  A  new  IRS  audit  manual  tells  agents  how 
to  reconstruct  income  by  measuring  water  usage.  One  rec- 
ommended strategy:  Check  for  dirty  floors.  The  manual  says 
such  observations  might  refute  the  owner's  rebuttal  that  he 
was  using  lots  of  water  to  clean  the  place.  — W.P.B. 


Attention  Larry  Summers 

►  Is  the  Treasury  Department  s  US.  Mint  1 
ing  something?  A  series  of  Freedom  of  ta- 
rnation Act  document  requests  by  the 
site  APBNews,  some  going  back  to  last  year,  1 
gone  unanswered  for  months.  Among 
touchy  papers  requested:  marketing  and  < 
contracts  for  the  new  one-dollar  coin  ] 
through  Wal-Mart,  as  well  as  reports  by 
Mint's  "Strategic  Business  Unit."  The  Mil 
own  Web  site  says  document  requests 
handled  within  20  days.  A  Mint  spokesrm 
had  no  details.  — W.P. 

First,  Do  No  Harm 

►  Since  198 1  the  American  Medical  Association  1 
meticulously  compiled  information  on  pi 
cians  earnings  and  expenses  in  an  annual  ] 
lication  now  called  Physicians  Socioeconomic ! 

tistics.  But  the  AMA  has  decided  to  end  the  S495-a- 
publication  next  year.  Stated  reason;  increasing  difficulty  ge 
data.  Our  rather  cynical  suspicion:  AMA  sensitivity  to  adver 
media  scrutiny  of  nice  physician  salaries  (1997  mean  f<1 
heart  doctors:  S284.000).  — Chandrani  Ghoi 

Aisle  One:  Crackers  and  Checks 

►  Pushing  the  concept  of  private  labeling,  California-ba 
supermarket  chain  Safeway  is  opening  bank  branches  in 
stores  throughout  the  West  under  the  same  Sat'ewav  Selej 
house  brand  used  to  sell  pet  food  and  cereal.  Canadian  In 
Bank  of  Commerce  will  run  the  in-store  outposts,  which,  becau  ] 
they  cost  a  fraction  of  a  regular  branch  and  require  little  pre] 
motion,  will  offer  cut-rate  services.  — Tim  W. 

This  Company's  Products  are  Scum 

►  Kailua-Kona,  Hawaii-based  Aquasearch  uses  microalgae 
various  commercial  applications.  Its  shares  traded  recently  at  ( 
cents,  a  75%  drop  since  early  March.  -W.P.. 


Mv  Fellow  Texas  Senior  Citizens.  Lend  Me  Your  Wallets! 

Birds  of  a  feather  can  get  plucked  together.  Here  are  some  recent  scams  whose  victims  had  some  affinity  and  let  down  their  guard.  —IK. 


DEFRAUDED  AFFINITY  GROUP 

GAVE  FUNDS  TO 

LOSSES  (SMB.) 

PITCH  THAT  WOOED  MONEY  FROM  VICTIMS 
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Chelsea  Associates 

S2.8 

Profits  not  normally  available  to  minorities  1 

Arizona  Southern  Baptists 

Baptist  Foundation  of  Arizona 

590.0 

Be  bolder  stewards  of  God-given  resources 

Island  of  Dominica  natives 

World  Financial  &  Investment  Co. 

1.2 

Annual  returns  topping  300% 

Mexican  nationals 

InverWorld 

4-S.O 

Sate  T  bills 

Midwest  Christian  church  members 

Jubilee  Trust  Fund 

Investment  will  fulfill  religious  dutv 

Texas  senior  citizens 
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Southwest  Family  Trust  Service 
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w—  -w  -™.^.  ...^.iiycm,  »mv  ana  cosi-consaous  decisions 
very  time  you  buy  insurance.  At  Quotesmtth.com  you  get 
i  stent  quotes  from  over  300  companies  -  and  the  freedom 
1 1  buy  from  the  company  of  your  choice.  It's  fast  and  easy. 
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uotesmith.com  is  an  ideal  car  insurance 

source  for  drivers  of  every  age. 

t  Quotesmith.com,  we've  even  made  it 

>ssible  for  you  to  point,  click  and  buy  online! 


All  in  one  place:  instant 
quotes  from  leading 
companies  make  it  easy 
to  comparison  shop. 
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nn  life  insurance  can  give  peace  of  mind. 
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iotesmith.com  makes  it  easy  to  compare 
alth  plans,  features  and  prices. 

istant  Medical 
isurance  Quotes 

ere  is  the  quickest  way  possible  to  find 

■alth  insurance  coverage  for  yourself,  your  family  or  your  small  business. 

si  instant  quotes,  scan  the  marketplace  in  seconds.  You'll  find  standard  plans,  PPOs,  HMOs, 

ort  term  plans,  dental  plans  and  Medicare  supplement  plans  all  in  one  place  at  Quotesmith.com. 

irticipation  by  leading  companies  eliminates  the  hassle  of  buying  medical  insurance. 

www.quotesmith.com 
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Bebe's  Bumble 

FASHION  RETAILER  BEBE  LANDED  AT 
number  two  in  our  annual  ranking  last 
year  of  America's  200  best  small  com- 
panies. Don't  look  for  a  repeat  perfor- 


s 


VaimakersAreBaitin* 


mance  this  year.  Bebe's  same-store 
sales  for  June  fell  16.5%.  And  while 
revenues  for  the  year  should  be  up 
about  20%,  to  $240  million,  that's  well 
below  the  company's  five-year  growth 
average  of  38%,  according  to  Rick  L. 
Snyder,  senior  analyst  with  Morgan 
Keegan.  Bebe's  shares  are  down  from  a 
high  of  $35,  just  after  our  story  ran, 
to  a  recent  $10. 

What  happened?  Brisbane,  Calif. - 
based  Bebe,  known  for  its  figure- 
hugging  skirts  and  shirts,  was  late  to 
catch  on  to  some  hot  fashion  trends 
this  year — namely,  young  women's 
interest  in  bright  colors  and  denim, 
instead  sticking  to  black  and  to 
tight  skirts  and  dresses.  Talent  is 
exiting.      Marketing      director 
Heather     Vandenberghe — who 
convinced  va-va-voom  stars  like 
Heather  Locklear  and  Lara  Flynn 
Boyle  to  wear  Bebe  togs  on  TV — 
quit  early  this  year.  Bebe's  well- 
regarded  merchandising  vice 
president,  Greg  Scott,  also  left 
and  hasn't  been  replaced. 

— Melanie  Wells 


APRIL  3,  2000 


Burp 


I 


FOUR  MONTHS  AGO  WE  WROTE 
about  how  an  elusive  executive  named 
John  Holten  ruined  AmeriServe,  the  na- 
tion's largest  fast-food  distributor, 
which  declared  bankruptcy  in  January. 
Holten  was  indeed  to  blame,  according 
to  a  June  bankruptcy  examiner's  report, 
which  says  Holten  expanded  the  com- 
pany too  fast  and  hid  AmeriServe's  fi- 
nancial problems  last  fall  when  it  sold 
$200  million  worth  of  junk  bonds. 

All  of  that  is  little  solace  for  the 
4,500  AmeriServe  employees  who  lost 
their  jobs  as  chains  such  as  Burger  King 
and  Chick-fil-A  fled  to  other  distribu- 
tors. Or  for  shareholders  of  Tricon 
Global  Restaurants,  which  is  footing 
the  bill  for  $  1 50  million  in  loans  to  help 
keep  ailing  AmeriServe  afloat.  Ameri- 
i  irrently  exploring  a  sale  of  all 
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its  assets.  Holten's  attorney  denies  that 
the  company's  financial  problems  were 
masked  in  any  way  and  says  there  was 
no  fraud  discovered  in  AmeriServe's 
unraveling.  — Kelly  Barron 

OCTOBER  4.  1999 


Body  Slam 


LAST  FALL  WE  LIKED  STEPHEN  CHAO'S 
plans  to  jazz  up  number-one-rated  cable 
channel  USA  Network.  But  Chao  has 
struggled  since.  Two  of  his  creations,  in- 
cluding a  variety  show  hosted  by 
Dweezil  Zappa,  were  canceled  in  short 
order.  In  June  USA  lost  a  court  battle 
with  the  World  Wrestling  Federation, 
which  is  pulling  its  blockbuster  shows 
to  put  them  on  Viacom.  USA  plays 
down  the  loss,  but  it  weakens  Chao's  ef- 
forts to  get  cable  operators  to  renew 
USA  and  its  fledgling  sister  network,  the 
Sci-Fi  Channel.  — Brett  Pulley 


Flashbacks 


80  YEARS  AGO  IN  FORBES/ 
OCTOBER  16. 1920 

Who's  on  First?  Have 


yoi 


I 
2 


a 


stopped  to  consider  the  value  of  being  the  fi 
do  a  thing  in  your  town?  Think  of  the  free  advjis 
ing  John  Wanamaker  got,  to  say  nothing  of  th 
ful  of  cash,  by  being  the  first  boldly  to  adverti: 
percent  off."  And  did  you  notice  that  Henry  Fo 
being  the  first  to  start  cutting  automobile  p  * 
was  given  free  advertising  on  the  front  page 
most  every  newspaper  in  the  land,  many  of 
going  so  far  as  to  print  in  detail  the  old  anc|ei 
price  of  each  make  of  Ford  car? 

SO  YEARS  AGO  IN  FORBES/ 
JULY  I,  1950 

OlJt  Of  StOCk  One  very  disturbirln 
deed  alarming,  fact  is  that  the  number  of  s  :k 
holders  in  this  country  has  failed  to  keep  pact  it 
the  growth  of  our  economy,  our  industry,  our 
ness.  The  average  investor,  who  has  felt  disLi 
aged  ever  since  the  advent  of  the  New  De 
discouraged  under  Truman's  so-called  Fair  De. 
or  she  shrinks  from  investing  savings  in  con  rj 
stocks,  equity  capital,  even  in  many  of  our  Ie  r 
industrial  enterprises. 
Forty-nine  percent  of  American  households 
own  stock,  up  from  32%  a  decade  ago. 

20  YEARS  AGO  IN  FORBES/ 
SEPTEMBER  I,  1980 

NaderiSm  How  Ralph  Nader  hookc  r, 
UAW-CIO  to  join  him  in  his  anti-Big  Business  ( 
gations  while  Ford  and  Chrysler  (and  even  GMlit 
in  near-disastrous  straits  is  beyond  my  comprt  r 
sion.  And  it's  probably  beyond  the  comprehe  to 
of  the  tens  of  thousands  of  their  union  men  in 
who  have  lost  and  are  continuing  to  lose  then  ir 
because  car  sales  have  plummeted. 

-Malcolm  S.  Ft 
Nader  is  running  for  President. 


That's  exactly  how  you'll  feel  about  doing  business  on  the  Web  when  you  partner  with 
Interland.  After  all,  Interland  is  the  one-stop  Web  solutions  provider  that  gives  you  your  own 
personal  Account  Manager  who'll  take  you  through  the  whole  process,  every  step  of  the  way. 
Someone  you  can  rely  on  to  take  the  time  to  learn  about  your  business  and  deliver  affordable 
Web  solutions  tailored  to  your  needs.  So  for  Web  solutions  from  site  design  and  hosting  to  secure 
e-commerce  and  software  application  hosting,  make  the  one  call  that  takes  care  of  it  all. 
Interland.  It's  the  easiest  way  to  get  your  business  up  and  running  on  the  Internet. 


1.800.303.2628  *  www.interland.com  *  sales®  interland. co 


m 


interland 

We  make  the  Web  work  for  your 


MO  Mariana,  mc  Al  R^nts  Reservwf 


Cruise  the  halls  of  freedom  with  abandon.  You  what  you  do,  not  who  you  are.  And  your  rite  of 
now  have  the  license  to  do  what  you  want,  where  passage  is  the  new  Toshiba  Portege®  3480CT 
you  want,  and  when  you  want.  Because  work  is        portable.  Come  and  go  with  a  newfound 


Toshiba  recommends  Microsoft"  Windows9  2000  Professional  for  business. 

©2000  Toshiba  America  Information  Systems   inc   Portege  is  a  registered  trademark  and  choose  Ireedom  is  a  trademark  ot  Toshiba  America  Information  Systems.  Inc   Mil 


freedom  that  fits  neatly  within  your  hands. 


At  3.4  lbs.  light  and  less  than  1"  thin,  this 


ultraportable  allows  you  to  really  move  and 


shake.  It's  technology  that  allows  you  to  leave 


the  building.  It's  technology  that  sets  you  free. 


Visit  toshiba.com  or  call  1-800 -TOSHIBA 


your 


p^ss  to 
hdre 


choose  freedom 

TOSHIBA 


3  registered  trademarks  of  Microsoft  Corporation  All  specifications  and  availability  are  sublet  to  change   Licensed  operating  system  installed  All  rights  reserved 


ON    YOUR    MIND 


Edited  bv  Katarzvna  Moreri 


What  Do  Men  Want? 

In  an  earlier  column  we  asked  executives 
at  media  outlets  aimed  at  female 
audiences,  "What  do  women  want?"  Male 
readers  wrote  in  suggesting  equal  time. 


STEPHEN  COLVIN 

PRESIDENT,  DENNIS  PUBLISHING 
PUBLISHER  OF  MAXIM  MAGAZINE 

People  always  think  it's  the  girls  that  sell  Maxim.  Nonsense. 
Men  can  go  out  and  get  all  the  girl  magazines  they  want.  It's 
the  irreverence  that  makes  men  read  us.  We  get  it.  What 
works  is  to  give  men  sex,  women,  entertainment  and  sports 
in  a  celebratory,  uplifting  manner. 

The  whole  key  to  Maxim's  success  is  humor.  We're  kind 
of  parodying  guyness. 

HAL  ESPEN 

EDITOR,  OUTSIDE  MAGAZINE 


The  hypermasculinity  you  find  in  "lad  magazines"  is  a  pass- 
ing Zeitgeist.  These  are  magazines  or  Web  sites  based  on  a  for- 
mula. They  offer  men  an  escape  from  political  correctness 
and  a  strong  dose  of  libidinous  gratification.  Not  real  sex,  just 
the  lounge  outside  the  bedroom. 

Outside  is  an  idea  magazine,  representing  the  notion  that 
the  outdoors  don't  just  belong  to  the  hunters  and  fishermen. 
The  outdoors  can  be  an  arena  for  literary  and  spiritual  ad- 
ventures. The  lad  books,  based  on  sex  appeal,  will  need  to 
evolve  beyond  that  formula  to  the  level  of  an  idea  magazine 
to  survive. 


-CHRISTIE  HEFNER 

CHAIRMAN,  PLAYBOY  ENTERPRISES 

Maxim  relies  on  humor,  but  it  is  rude  humor.  That's  differ- 
ent than  the  kind  of  irreverence  Playboy  is  known  for.  Party 
jokes,  cartoons  and  parody  Christmas  carols  have  been  a  sta- 
ple at  the  magazine  for  45  years.  1  doubt  very  much  that 
more  than  one  magazine  in  this  new  hypermasculinity  cate- 
gory will  be  able  to  sustain  critical  mass. 

My  gut  feeling  tells  me  that  a  great  humor  site  or  a  great 
animation  site  with  compelling  content  are  wonderful  ideas, 
but  they  won't  be  able  to  make  money  as  stand-alone  enter- 
prises. That's  why  our  marketing  of  Playhoy.com  is  so  tied 
into  the  magazine.  One  of  our  most  powerful  tools  in  build- 
ing traffic  for  the  site  is  chat,  both  fantasy  conversations  and 
practical  information. 


LINDA  MCMAHQN 

CHIEF  EXECUTIVE  OFFICER,  WORLD  WRESTLING 
FEDERATION  ENTERTAINMENT 

When  it  comes  to  entertainment,  men's  needs  are  sim- 
ilar to  women's.  Both  love  a  good  storyline.  That's  why 
what  we  produce  goes  beyond  wrestling.  Our  stories 
are  about  sibling  rivalry,  professional  envy  and  parental 
conflict.  It's  an  action-adventure  soap  opera. 

We  know  this  is  what  men  want  because  we  have 
15,000  of  them  showing  up  at  live  events  four  nights  a 
week.  That's  a  rolling,  real-time  focus  group  that  can't 
be  duplicated  on  the  Internet  or  in  a  print  magazine. 


CALVIN  C.  LUI 

CHIEF  EXECUTIVE,  THEMAN.COM 

The  stereotype  is  that  men  online  only  care  about  stoc 
quotes,  sports  and  pornography.  But  our  research  shows  tha 
men  spend  more  time  online  than  women  on  lifestyles,  hob 
bies,  entertainment  and  product  research.  They  like  the  fac 
that  they  can  go  to  a  site  and  learn  things  without  having  t 
ask  about  them  in  public. 

A  lot  of  guys  want  to  know  what  to  wear  on  casual  Fri 
days.  How  to  deal  with  women  is  a  great  mystery  to  men- 
it's  one  of  our  most  popular  channels.  Fatherhood  and  get 
ting  engaged  are  also  immensely  popular,  and  vices — cigar? 
gambling  and  scotch — are  of  huge  interest  to  guys. 

ERIC  EISNER 

COFOUNDER,  CO-CHIEF  EXECUTIVE,  ROMP.COM 

Humor  is  a  huge  part  of  TheRomp.  We  hope  to  become  comj 
parable  to  offline  brands  like  Maxim.  We  don't  post  editoria 
content  on  our  site  because  men  can  read  about  almost  an" 
subject  elsewhere  on  the  Web  or  in  print.  What  we  deliver  is  to 
tally  visual,  using  animation  and  games.       — By  Dirk  Smilh 
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Some  people  use  miles  on  eight  different  airlines  as  if  they 
were  one.  Are  you  one  of  them? 


It's  a  big  world.  You  won't  always  fly  the  same  airline.  Isn't  it  nice  to  know  that 


there's  an  alliance  that  lets  you  earn  miles  with  your  favorite  frequent  flyer 


-program,  whichever  member  airline  you  fly?  And  redeem  them  on  any  of 


the  others?  Welcome  to  oneworld"' 


oneworld 


revolves  around  you. 


AmericanAirfnes 
Aer  Lingus  #4 

BRITISH  AIRWAYS  *~ 

C5I  Cathay  Pacific 

IBCKIAM 

lanChile 


L.OAJV 


TAS 


Eligible  lares  only.  American  Airlines  AAdvantage"  and  British  Airways  Executive  Club  members  can  earn  or  redeem  miles,  and  earn  tier  status  credit,  on  all  eligible  flights  except  each 
other's  routes  between  Europe  and  Ihe  Americas.  AAdvantage  is  a  registered  trademark  of  American  Airlines.  Inc.  Each  one  -serves  the  right  to  change  its 

frequent  ftyer  program  rules,  regulations,  travel  awards  and  special  offers  and  to  end  their  frequent  flyer  program  in  accordance  with  its  relevant  frequent  flyer  program  rules.  All 
oneworld  benefits  are  only  available  to  passengers  on  scheduled  flights  that  are  both  operated  and  marketed  by  a  oneworld  member  airline.  (Marketed  means  there  must  be  a  oneworld 
member  arlne  flight  number  on  your  ticket.)  American  Airlines.  Aer  Lingus.  British  Airways.  Cathay  Padfc.  finnair.  Iberia.  LanChile  and  Cartas  are  all  trademarks  of  their  respect**  companies 

www.oneworldalliance.com 
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New  Jersey  man 
attaches  sucks.com 
to  over  500  respected  t 
domamnames^ 

By  Michael  MuMen 

b„s,,  shop  .n  a  Ne- a       wcrlul 
mall  *  *e  .re  oleoma     l         ^ 

„omlesenplN'^"r    ;A(X)WX)t0 
so  ia.  "^  spert  over  s^ 

flan  SOOot  the  wortds""^^ 

u   .  rant   rave  and  other 

ave  had  with 
St»jinfortu- 


THE  SCARY  THING  IS,  HE'S 
JUST  GETTING  STARTED. 


How  can  you  begin  to  maintain  your  domain  names  when  others  are  trying  to  infringe  on  the 
Ask  idNames  irom  Network  Solutions!  idNames  is  the  world's  most  experienced  domain  nai 
management  provider,  with  a  full  range  of  services  that  search,  register,  maintain  and  secure  yc 
Web  \ddn  n  over  K>2  ries.  No  wonder  over  500  leading  companies  depend 

>teci  the    i   Web     lentities.  Call  us  to  find  out  how  we  can  help  protect  vo 

idName 


•  ,\[    DOMAIN 

1  -80 


M  \NAGEMENT.  CONTACT: 
'    7I3-974-0069 

(ouliide  ■ 


from  NETWORK  SOLUTIC 
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FACT  AND   COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


ENOUGH  ALREADY! 


IE  BIGGEST  VILLAIN  OF  THE  RAPID  RISE  IN  AIR  TRAFFIC 
lays  is  our  outrageously  ineffective  air  traffic  control  system, 
>w  managed  by  the  Federal  Aviation  Administration.  The  so- 
ion  is  simple:  Remove  air  traffic  control  from  the  FAA  and 

up  a  nonprofit  corporation  that  is  funded  by  and  account- 
le  to  the  aviation  industry.  We  are  not 
venting  the  wheel  here — 17  countries 
ve  already  done  this  with  great  success, 
eluding  Canada,  Germany  and  the  U.K. 
ley  have  up-to-date  systems.  Productiv- 

is  impressive.  Air  safety  regulations,  of 
urse,  would  remain  the  responsibility  of 
e  federal  government. 

The  advantages  of  an  entity  account- 
le  to  the  users  of  the  system  are  manifest, 
stead  of  being  beholden  to  the  disruptive 
garies  of  Washington  budget  politics, 
ch  a  corporation  would  have  a  stream  of 
venue  based  on  the  services  it  actually 
1  ovides.  It  would  be  allowed  to  float  rev- 
ue bonds  to  get  the  capital  needed  for  constant  moderniza- 


Pulling  air  traffic  control  out  of  the  FAA 
will  diminish  aggravating  delays. 


estimate,  for  example,  that  state-of-the-art  technology  at  New 
York's  LaGuardia  Airport  would  increase  its  capacity  by  almost 
50%.  Under  the  FAA's  current  molasses-like  bureaucratic  pro- 
cedures, it  takes  anywhere  from  5  to  8  years  to  install  new 
equipment — this  in  an  era  where  new  computer  electronics 
systems  come  along  every  18  to  24  months. 
Moreover,  we  would  have  equipment 
and  systems  that  meet  the  needs  of  their 
users  instead  of  what  bureaucratic  plan- 
ners, who  are  not  accountable  to  their  cus- 
tomers, conjure  up.  For  example,  the  FAA 
blew  several  billion  dollars  on  a  Mi- 
crowave Landing  System  that  the  airlines 
had  rightly  warned  was  no  advance  at  all. 
The  Reason  Public  Policy  Institute, 
which  has  done  extensive  work  on  avia- 
tion issues,  is  finishing  up  a  detailed  pro- 
posal for  setting  up  an  independent  air 
traffic  control  corporation.  Washington 
should  take  these  findings  and  enact  the 


necessary  legislation.  E-mail  your  congressional  representa- 
n.  It  would  thus  get  the  most  effective  technology.  Experts     tives  today  to  get  them  moving  on  this. 

GET  SERIOUS 


JTICS  OF  A  MISSILE  DEFENSE  SYSTEM  ARE  GLEEFULLY  CELE- 
iting  the  recent,  well-publicized  test  failure  of  a  prototype, 
t  that  prototype  was  designed  to  conform  to  the  1972 
iM  Treaty  between  the  U.S.  and  the  now-defunct  Soviet 
lion.  That  dead  treaty  forces  missile  defense  designers  to 

through  pretzel-like  contortions  to  come  up  with  a  sys- 
n  that  does  not  violate  it. 

Let's  do  the  job  right.  We  could  have  an  effective  mobile 
ssile  defense  shield  within  four  years,  for  an  outlay  of  less 


than  $5  billion,  by  upgrading  the  Navy's  existing  Aegis  mis- 
sile technology. 

At  the  same  time  we're  developing  that,  we  should  go  full 
blast  developing  airborne  and  space-based  laser  systems  to 
defend  the  entire  nation,  as  well  as  our  allies. 

To  continue  on  Clinton's  course  of  an  ABM-constrained 
missile  defense  shield  is  the  equivalent  of  sticking  with  the 
Stanley  Steamer  automobile  a  century  ago  at  the  expense  of 
vehicles  powered  by  the  internal  combustion  engine. 


FREEDOM  WORKS 


)OD  NEWS  FOR  ADVOCATES  OF  SCHOOL  CHOICE.  EVALUA- 

ns  of  low-income  African-American  students  participat- 

5  in  school  choice  programs  in  Dayton,  Ohio  and  Wash- 

£on,  D.C.  found  that  these  kids  generally  scored  higher  in 

ith  and  reading  after  6  to  12  months  than  did  their  peers 

10  had  stayed  put  in  public  schools. 

As  you  would  expect,  younger  students  responded  faster  to 

j .'  opportunities  of  private  school  than  did  older  ones.  The  eval- 

i  tions  were  conducted  by  a  program  at  Harvard's  Kennedy 


School  of  Government.  These  studies  demolished  one  myth: 
Critics  of  school  choice  say  that  private  schools  will  skim  only 
the  best  and  brightest  students.  But  in  Dayton,  the  students  who 
switched  schools  initially  had  similar  reading  scores  and  lower 
math  scores  than  did  their  peers.  The  studies  found  that  the  kids 
who  switched  to  private  schools  experienced  far  less  fighting  in 
their  new  schools,  that  property  destruction  was  significandy  less 
and  that  parents  reported  better  parent-school  communications. 
The  initial  findings  from  Dayton  and  Washington  indicate 
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that  school  choice  \sill  sharply  reduce,  if  not  eliminate,  differ- 
ences in  educational  performance  between  black  and  white  stu- 
dents. Says  Paul  E.  Peterson,  Director  of  the  Program  on  Educa- 
tion Polio"  and  Governance  at  Harvard  and  a  coauthor  of  these 
evaluations:  "[These  earh/  results"  indicate  that  private  schools 


serve  African- American  students  well — especially  if  the  st 
dent  enters  private  school  during  the  early  elementary  vear 
Satisfied  parents.  Better-educated  kids.  How  can  Al  Gc 
and  his  cohorts  continue  to  trash  school  choice  and  defei 
the  public  school  education  monopoly? 


HAZARDOUS  TO  OUR  HEALTH  AND  POCKETBOOKS 


THE  ENVIRONMENTAL  PROTECT!  S'CY  HAS  FINALLY 

acknowiedged  that  its  mandated  gasoline  additive  I MTBE I  con- 
taminates water  supplies.  The  agency  is  therefore  asking  Con- 
gress to  amend  the  Clean  Air  Act,  which  has  caused  refir.er.es  : : 
mix  this  poison  into  our  fueL  MTBE  is  an  example  of  EPA  junk 
science  and  high-handedness.  Outside  experts  publidy  warned 


the  EPA  years  ago  that  MTBE  would  do  more  harm  than  gcx 
but  it  brusquely  brushed  aside  these  fact-based  admonitions. 
The  real  polluters  are  old  automobiles.  Newer  vehicles  spt 
forth  a  tiny  fraction  of  the  pollutants  that  their  ancestors  did 
fact,  some  refineries  are  now  able  to  produce  cleaner  gasolii- 
without  additives  such  as  MTBE. 


WISE  APPROACH 


ONE  OF  THE  MOST  SENSiTRT  PERSONAL  ISSUES  THAT  ST\TES 
are  dealing  with  is  the  question  of  opening  up  adoption  records 
to  adoptees.  In  most  states  adoptees,  even  when  they  become 
adults,  cannot  learn  the  names  of  their  birth  mothers.  But  in 
Oregon,  a  law  was  passed  in  1998  that  would  allow  an  adopted 
child  who  reaches  majority  age  to  see  his  birth  record  The  law 
was  recently  upheld  by  the  courts  and  has  gone  into  effect 
Many  mothers  give  up  their  babies  for  adoption  based  on 


promises  of  confidentiality  that  the  birth  records  will 
sealed.  Those  promises  should  not  be  broken.  A  sensibi 
move  would  be  to  allow  adopted  adults  to  see  their  bin 
records  if  the  birth  mother  gives  her  consent  But  when  J 
mother  does  not  wish  to  have  her  identity  revealed,  t 
pledge  to  protect  her  privacy  should  be  respected.  Obsem 
believe  that  most  birth  mothers  would  consent  but  that  sonj 
may  not  wish  to  for  personal  reasons. 


FEDS  UP 


Hunting  n  wtflrr— by  Ton\r  Hillerman  HarperCollins  Publishers, 
A  \iolent  robbery  at  a  Ute  gambling  casino  begins  this  lat- 
est Hillerman  thriller.  Navajo  Tribal  Police  officer. 
Sergeant  Jim  Chee,  reluctandy  finds  himself  in- 
volved, as  does  his  now-  retired-once-  superior-offi- 
cer Ll  Joe  Leaphorn.  The  FBI  had  headed  up  a  mas- 
sive manhunt  in  a  similar  robber.-  but  had  bungled 
the  investigation  and  the  pursuit.  Most  of  Hiller- 
man's  Arizona-based  ornery  characters  have  little 
use  for  the  federal  government,  including  the  FBI,  or 
as  one  puts  it,  "The  Federal  Bureau  of  Ineptitude." 
There's  plentv  of  action  with  generous  dollops 
of  intrigue,  deception  and  twists  and  turns.  Much  of 


after  the  death  of  his  beloved  wife  into  the  narrative  so  that 
all  flows  smoothlv  together.  No  cardboard  characters  hei 
Hillerman  colorfullv  portrays  the  stark  beauty  of  tb 
sometimes-deadly  region  of  the  Southwest. 
Excerpt:  Leaphorn  put  down  his  fork.  "That  old  I 
re  interviewing  at  To\  Why  not  $ 

what  she  remembers  about  the  legendary  Ironhand? 
'Why  not, "  Professor  Bourebonette  said.  "It's  rig 
down  my  scholarly  alley.  And  the  man  you're  aft\ 
is  probably  Ironhand  Junior.  Or  Ironhand  the  Secot 
.      or  Tfurd. " 

She  smiled  at  Chee.  "Nothing  changes.  A 
and  you  have  the  same  problem  in  the  same  canyons.' 
Chee  nodded  and  returned  the  smile,  but  he  wiis  thinhi 


the  storv  takes  place  in  the  protagonists'  minds,  with  the  au- 
thor skillfully  weaving  Chee's  growing  fondness  for  a  female      there  was  :.  In  the  1890s,  or  1910s,  the  local  pos 
colleague  and  Leaphorn's  ruminations  about  remarrying     didn't  have  the  FBI  city  boys  telling  them  how  to  run  their  hut 

RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  t .  -  Tom  Jones  and  Patrick  Cooke 

and  a  disappointing  red  snapper.  Reasonable  prices,  but  tole 
ance  ot  poor  food — and  inept  service — can  onh  last  so  long 
•  York  Grill- 1690  York  Ave.,  between  SSth  and  89th  Si 
Tel.:  772-0261).  Clubbv.  attractive  spot  with  excellent  servi 
and  tempting  fare.  Trv  the  wild  mushroom  and  barley  sou 
sauteed  Maryland  crabcakes;  garlic-crusted  salmon;  ar 
pan-roasted  leg  of  lamb.  Desserts  are  delicious. 


I  West  Broadway  I  Tel.:  334-8077).  This  large,  ele- 
gandy  casual  spot  in  TriBeCa  is  weli  worth  a  visit.  The  food  is 
first-rate.  Favorites:  sauteed  wild  mushrooms  with  truffle  oil  in 
a  pastrv  shell;  sausage  sauteed  with  broccoli  rabe  and  a  sprinkle 
ot  rosemary  garlic  and  oil.  The  risottos  are  also  wonderful. 
•  Trattoria  Pesce  &  Pasta— tO  5  Columbus  Ave.,  at  90th  St.  (Tel.: 

idv  arugula  and  radicchio  salad;  drv,  tepid  tuna; 
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Si  revolutionizing  every  single  facet  of  your  company. 


A  new  world.  A  new  way. 


OTHER  COMMENTS 


The  conception  of  an  "honest"  politician  is  not  altogether  a  simple  one. 
The  most  tolerant  definition  is  one  whose  political  actions  are  not  dictated  by  the 

desire  to  increase  his  own  income. 

— BERTRAND  RUSSELL,  address  at  the  London  School  of  Economics,  1923 


HypOCriteS  School-choice  bills  keep  foundering  in  Con- 
gress. Yet  many  of  the  lawmakers  denying  poor  children  a 
chance  to  escape  failing  public  schools  send  their  own  kids  to 
private  schools.  Earlier  this  year,  we  surveyed  members  of  Con- 
gress on  school  choice.  Eighty-six  percent  of  House  members 
responded,  as  did  93  of  the  100  senators.  Among  respondents 
with  school-age  children,  40%  of  House  members  and  49%  of 
senators  send  or  have  sent  at  least  one  child  to  private  school. 
As  members  of  Congress  and  the  administration  send 
their  children  off  to  private  schools,  they  should  ask  them- 
selves why  poor  kids  should  be  denied  the  same  opportunity. 
—NINA  SHOKRAII  REES  and  JENNIFER  GARRETT, 
Heritage  Foundation,  Wall  Street  Journal 

The  Best  Defense  The  [U.S.  missile  defense]  system 
that  failed  in  [a  recent]  test  conformed  to  the  main  provisions  of 
the  1972  ABM  treaty  between  the  U.S.  and  the  late  Soviet 
Union.  That  treat)',  which  became  defunct  when  the  Soviet 
Union  collapsed,  expressly  prohibits  the  deployment  of  national 
missile  defenses  and  allows  only  a  tiny,  highly  localized  defense 
based  on  old,  ground-based  technology'.  So  it  is  hardly  surpris- 
ing that  a  system  designed  to  fit  within  it,  like  the  one  the  ad- 
ministration is  recommending,  would  be  inadequate. 

One  approach  to  a  national  missile  defense  would  be  to 
deploy  interceptors  on  Navy  ships,  possiblv  on  Aegis  cruis- 
ers, which  could  then  be  positioned  as  necessary.  Such  a  sea- 


V.'f  unusual  at  all,  except  for  the  bundle  of  money  he 
made  last  year  as  a  day  trailer." 
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based  system  might  work  together  with  lasers  and  other] 
vices  in  space  to  provide  a  limited  but  technologicall) 
phisticated  system  with  global  reach  and  effectiveness. 

The  best  way  to  protect  against  a  missile  attack  is  toj 
courage  our  adversaries  from  investing  in  the  missiles  in  the 
place.  [Such  a]  shield,  based  on  our  most  advanced  ted 
ogy — not  an  outdated  treaty — will  protect  us  best 

—RICHARD  PERLE,  New  York 

Careful,  Bill  The  last  tax  rate  above  50%  is  the  ir 

tance  tax,  first  put  in  place  84  years  ago  by  President  Wooc 
Wilson.  The  House  has  actually  passed  a  repeal  of  the  so-c 
death  tax,  and  favorable  Senate  action  is  likely.  President  < 
ton  threatens  to  veto  an  estate  tax  cut.  But  that  old-time  l 
the-rich  rhetoric  just  doesn't  play  well  politically  anymorl 
Gore  out  there  on  the  campaign  trail  trashing  drug  mam 
turers  and  oil  companies  is  learning  the  same  hard  lessor 
—LAWRENCE  KUDLOW,  Chief  U.S.  Econor 

INGBa 

Seen-ic  View  "I  have  a  theory,"  Leaphorn  said.  1 
city  folks  have  so  many  people  crowding  you  they're  a  boj 
So  you  try  to  avoid  them.  We  rural  people  don't  have  enoj 
so  we  sort  of  collect  them. 

"Out  here,  everybody  looks  at  you.  You're  somebodyj 
ferent.  Hey,  here's  another  human,  and  I  don't  even 
him  yet.  In  the  city,  nobody  wants  to  make  eye  contact, 
have  built  themselves  a  little  privacy  bubble,  and  if  you 
at  them,  or  speak  on  the  street,  then  you're  an  intruder."] 
—TONY  HILLERMAN,  Hunting  Bd 

Word  StreSS  In  Shakespeare's  time,  they  were  ca 
gmvediggtrs.  Then  they  got  organized,  raised  prices  and  na 
themselves  undertakers.  WTien  that  acquired  a  too-gloomy  < 
notation,  they  changed  it  to  morticians.  But  now  that  care 
ers  have  given  way  to  caregivers,  we  have  the  deathcare  indu 

The  phrase  rogue  state  has  been  applied  to  states  like  Lij 
Iran,  Iraq,  Serbia,  Sudan,  Syria  and  North  Korea  that  supr. 
or  condoned  the  presence  of  terrorists.  [In  June],  however,  I 
retary  of  State  Madeleine  Albright  revealed  an  official  smoj 
tag-over  "We  are  now  calling  these  states  states  ofconot 

Problem  solved;  worry  removed.  Of  course,  if  onj 
those  states  of  concern  gets  hold  of  a  nuclear  or  biolofi 
missile,  it  could  be  a  bonanza  for  the  deathcare  industry. 
—WILLIAM  SAFIRE,  New  York  Times  Maga 
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QUALCOMM's  next  generation  of  CDMA  chipsets  and  system  software  is  truly 
the  future  of  wireless  communications.  By  providing  the  bandwidth  necessary 
to  deliver  the  full  power  of  the  Internet,  our  new  CDMA  chips  transform  your  mobile 
phone  into  a  Web  browser  you  can  carry  wherever  you  go.  In  addition,  QUALCOMM 
CDMA  chips  deliver  superior  call  quality,  higher  connect  rates,  and  longer  talk  and 
standby  times. 

The  QUALCOMM  name  will  always  guarantee  the  integration  of  the  most  advanced 
features  available.  As  manufacturers  produce  increasingly  innovative  products, 
QUALCOMM  CDMA  chips,  backed  by  our  superior  support  tools,  customer  service, 
and  dedication  to  partnership,  will  play  a  critical  role. 

Look  to  the  future.    Look  to  QUALCOMM. 


UALCOAAAA 

CDMA  Technologies 


ualcomm.com/cdmatechpu 

K  COMM 


Enabling  the  future  of  communications. 


\ 

INTELLIGENCE 
BY  QUALCOMM 

"*= 

E  SELL  ADVANTAGE. 


The  advantage  of  BEING  unique 

The  advantage  of  TREATING  customers  uniquely 

The  advantage  of  real  eBusiness  AGILITY 


usiness  Infrastructure 
rocurement 

icelerating  Your  Advantagpr 
w.REMEDY.com/offer/adForbes       1-888-294-5757 


BB  Remedy 

ULG3  Corporation^ 


96%  of  the 


e-Business  50 

run  Oracle, 


With  Oracle, 
ROI  means 
ret  u  rn-on-i  nternet  i 


SOFTWARE  POWERS  THE  INTERNE- 


www.oracle.com 


'  I  MOO  OrdCl*  Conuation  All  rights  waned  Oracle  ii  a  rey   ' 'f Itrademart  and  Solt»aie  Powrsihe  "  nemei  is  d  tr adenurk  or  registered  trademark  ol  Oracle  Oi» anon  OttW  names may  be tredamerts of thee respective  ownan) 


. 


COMMENTARY 


)n  Events  at  Home  and  Abroad 

3y  Caspar  W.  Weinberger,  chairman 


THE  BOOKS  OF  SUMMER- VIII 


8S& 


Buckley,  preaching  with  his  hallmark  smile,  wit  and  elegance, 
not  been  its  leading  light  for  the  past  half  century. 

These  speeches  show  us  why  Buckley  has  had  such  a  pro- 
found influence  on  so  many.  They  have  the  same  brilliance  as 
his  prose  and  chronicle  a  broad  tolerance  for  his  opponents. 
There  is  even  a  tribute  to  John  Kenneth  Galbraith  and  a  speech 
honoring  Walter  Cronkite,  that  "most  awful  left-winger."  Buck- 
ley's ability  to  maintain  friendships  with  those  whose  beliefs  he 
strongly  opposes  is  one  of  his  most  endearing  qualities.  This 
collection  is  the  next  best  thing  to  hearing  Buckley  in  person, 
and  its  50-year  sweep  tells  a  great  deal  about  his  re- 
markable life. 

i  A  Future  Perfect  The  Challenge  and  Hid- 
den Promise  of  Globalization — by  John 
Micklethwait  and  Adrian  Wooldridge 
(Crown  Business  Books,  $27.50) — is 
the  book  to  read  if  you're  still  puzzling 
over  the  idiocy  in  Seattle  last  year, 
when  all  manner  of  flat-earth  sup- 
porters, conspiracy  theorists  and 
other  beyond-the-fringe  groups  joined  with  orga- 
labor  to  demonstrate  against  organizations  that 
were  trying,  however  ineptly,  to  help  the  impoverished. 
The  authors,  correspondents  for  The  Economist  and  trained  in  the 
usually  impeccable  logic  of  that  splendid  journal,  show 
irrefutably  why  globalization  will  ultimately  help  most  people. 
Micklethwait  and  Wooldridge  define  globalization  as  a 
process  of  international  integration,  an  ongoing,  unfinished 
process.  But  it  is  not  irreversible.  It  is,  however,  firmly  connected 
to  and  an  essential  part  of  individual  freedom.  You  cannot  have 
individual  freedom  if  you  are  telling  consumers  they  cannot  buy 
Japanese  autos.  Nor  can  you  protect  domestic  jobs  by  forbidding 
Americans  to  buy  foreign-made  goods.  Apart  from  all  the  logic 
and  lessons,  A  Future  Perfect  is  a  good  read  and  a  heartening  look 
at  America.  But  with  Vivendi  buying  Seagram  and  Daimler  hav- 
ing bought  Chrysler,  we  are  reminded  that  there  is  no  room  for 
complacency:  In  the  1980s  Japan's  corporate  giants  were  thought 
to  be  invincible;  U.S.  corporations  can  become  just  as  vulnerable. 
•  Full  disclosure  requires  me  to  report  that  Canned  Plums 
rum,  $30) — is  a  superb  collection  of  Buckley's  speeches,      and  Other  Vicissitudes  of  Life  (Windswept  House,  $10.95)  is 


.  ^BIOGRAPHICAL  WORKS  HAVE  BEEN  OF  SPECIAL  INTEREST 
c  ing  this  summer's  reading  in  Maine.  This  is  probably  be- 
I've  been  on  an  autobiographical  journey  for  some  time 
,  find  the  task  quite  daunting.  Too  many  pieces  of  paper  have 
t  n  saved,  the  early  trickles  turning  into  a  torrent.  So  I  have 
t  n  interested  in  how  others  have  written  their  life  stories. 

•  D.  James — now  Baroness  James  of  Holland  Park,  who  has 
\  tten  several  exceptionally  literate  and  complex  detective  sto- 
r  — has  chosen  an  original  format  for  Time  To  Be  In  Earnest: 
fragment  of  Autobiography  (Alfred  A.  Knopf,  $25).  In  1997, 
a  7  years  old,  which,  according  to  Dr.  Samuel  Johnson,  is 
t  "time  to  be  in  earnest,"  James  decided  to 
s  re  her  experiences,  her  thoughts  on  pub- 
1)  affairs,  her  different  personal  struggles 
(  d  with  gentlewomanly  reserve),  the  war 
y  rs,  her  book  tours  and,  ultimately, 
1  arrival  back  at  the  peace  and 
q  et  of  her  farm.  The  frame- 
\   k  of  this  book  is  a  yearlong 
d  ry,  but  from  that  year  James 
§  ices  back  through  time,  from  her 
c  dhood  to  her  entry  to  the  House  of 
L  ds  in  1991.  This  book  brilliantiy  re 
v  is  a  lovely  lady,  full  of  grace  and  wit. 

•  >nce  An  Eagle — by  Anton  Myrer  (Army  War  College  Foun- 
d  ion  Press,  $15) — is  the  republication  of  an  acclaimed  1968 
n  el  that  sold  millions  of  copies.  It  explores  the  relationship 
b  ween  two  soldiers,  spanning  their  conflict  from  WWI 
tl  >ugh  the  Vietnam  War.  It  is  a  superb  war  story,  and  because 
o  he  author's  uncanny  ability  to  project,  with  extraordinarily 
to  .'  and  spare  prose,  the  sights,  scents  and  sounds  of  combat, 

'it  ems  to  be  in  part  autobiographical.  General  John  Vessey  Jr., 
f<  ner  Chairman  of  the  Joint  Chiefs  of  Staff  and  the  finest  sol- 

-d  I  have  known,  phrased  it  best  in  his  foreword:  "Once  An 
£  le  is  both  a  perceptive  study  of  the  profession  of  arms  and 

J. tilling  overview  of  armed  conflict....  First  and  foremost, 
is  a  consummate  anti-war  book."  It  makes  clear  what 

•ribat  is  like  and  why,  even  so,  it  is  sometimes  necessary. 

m  et  Us  Talk  Of  Many  Things— -by  William  F.  Buckley  Jr. 

T 


lectures  have  entertained  and  educated  audiences  for  50 
s,  starting  with  his  Yale  Class  Day  address  in  1950.  Buck- 
>  constant  challenging  of  the  conventional  wisdom  out- 
:d  those  who  felt  that  conservatism's  time  would  not,  and 
uld  not,  ever  come.  As  a  matter  of  fact,  conservatism 
ild  never  have  emerged  as  the  faith  of  the  majority  had 


written  by  my  wife,  Jane  Weinberger.  It  is  a  wonderful  book, 
recounting  true-life  stories  told  to  the  author  over  many 
years.  These  twice-told  tales  show  how  extraordinary  events 
shaped  the  lives  of  ordinary  women,  from  the  Civil  War, 
World  Wars  I  and  II,  and  in  the  years  between.  These  stories 
are  intriguing,  revealing  and  very  moving.  F 
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CURRENCY  WARS 


TERN  CIVILIZATION  SWEATS  OUT  THE  DOG  DAYS  OF  THE 
lillennium's  first  summer,  a  barmy  political  idea  called  the 
Way  is  in  a  swoon.  Al  Gore  is  sinking  Eke  a  Coors  can  in  a 
of  melted  ice.  Gerhard  Schroeder  may  have  just  got  his 
gains  tax  passed — or  not.  Hard  to  tell  without  an  analy- 
se offsetting  giveaways.  Winking  at  free  enterprise  with  no 
on  of  following  through  is  a  mark  of  the  Third  Way,  of 
Schroeder  believes  time  is  on  his  side.  The  German  econ- 
enjoying  a  dead-cat  bounce  off  a  cheap  euro,  which  itself 

has  ropped  like  a  beer  can  in  a  ...  well, 

likt    Gore,  come  to  think  of  it.  We  pre- 
this.  Export  boomlets  powered  by 
currencies  never  last  long, 
ross  the  Channel  Tony  Blair 

ha;-  iffered  a  public  meltdown.  Too 

bac  There  is  much  to  like  about 

Bla.  He  is  Bill  Clinton  minus  the 
illey  morals.  His  own  scan- 

dal-since  it  is  obligatory  that  every 
ol  must  be  caught  in  a  scandal — is 

tha  he  has  sex  with  his  wife,  Cherie,  which 

ced  a  baby  boy,  Leo,  earlier  this  year.  Tony  Blair: 
dynamic,  moral ...  but  fatally  attracted  to  a  campfire- 
long  ideology  called  the  Third  Way.  The  Third  Way 
s  good — kumbaya,  my  friends,  kumbaya — and  Blair 
oon  it  with  the  best.  Yes,  gentle  folk,  there  indeed  lies  a 
ailed  the  Third  Way,  which  lays  down  arms  and  joins 
lism  and  social  welfare  in  eternal  bliss!  Encompassing 
le  best  of  both!  Commerce  without  sharp  elbows  and 

hai  edges.  Safety  nets  for  all,  with  no  dousing  of  anyone's 
ition  to  produce  and  succeed!  The  Third  Way! 
lair's  Third  Way  straddle  has  finally  got  him  caught  on 

the  nee.  Ordinary  Brits  are  demanding  that  England  stay 
the  euro.  Hail  Britannia;  long  live  the  pound!  But  on 

the  cher  side,  Blair's  ministers  are  all  euro  mad.  They're  so 
to  join  it,  in  fact,  they're  fighting  one  another  like  cats, 
ng  memos  and  clawing  one  another  to  pieces  in  order 
een  as  Britain's  leading  euro  boomer.  Meanwhile,  Blair 
s  to  come  off  the  fence. 


Pr '.  ed  or  Demolished 

iil  the  New  Economy  and  its  speed.  It  shortens,  and 
crystal  clear,  the  link  between  economic  causes  and  ef- 
ec    iome  politician  or  national  banker 
a  lever,  and  bingo! — money  whips 
d  the  planet,  stocks  whistle  up  or 


□ 


slide  down,  bond  prices  jiggle  and  oscillate.  Economic  events 
cycle  to  their  completion  within  weeks  now.  Theories  are 
quickly  proved  or  demolished.  Experiments  yield  clear  evi- 
dence. Example:  Drop  capital  gains  taxes  from  28%  to  20%. 
What  happens?  Boom! — inflows  into  venture  capital  triple  in 
three  years.  No  longer  is  it  a  mystery.  Let's  try  another  exper- 
iment. Allow  the  economy  to  romp  past  its  traditional  2.5% 
speed  limit  for  growth.  What  happens? 
Nothing  bad!  Inflation,  in  fact,  drops! 
The  euro  swoons  for  a  simple  rea- 
son: Euro  member  countries  fear 
and  loathe  disruptive  entrepreneuri- 
alism.  The  euro's  appeal  was  its  sup- 
posed efficiency.  No  doubt  it  is 
more  efficient  than  always  having 
to  exchange  a  franc  for  a  mark,  etc. 
Forgotten,  though,  is  how  a  single 
currency  lets  its  member  nations 
off  the  hook.  There  are  no  excuses 
when  your  own  currency  is  tied  to  your 
own  national  policies  and  everything  goes  to 
pot.  But  when  the  euro  drops,  the  Germans  blame  the 
French,  who  finger  the  Dutch,  and  so  on. 

Where  do  you  store  your  wealth?  As  much  as  I  like  the 
American  dollar,  I  like  American  private  currencies  even 
more.  I  trust  John  Chambers  and  Scott  McNealy  to  do  the 
right  thing  and  to  treat  my  wealth  with  respect  more  than  I 
trust  Larry  Summers  to  do  the  right  thing. 

Which  brings  me  'round  to  Alan  Greenspan.  Now,  here  is  a 
smart  fellow,  clearly,  and  one  who  in  his  own  mind  is  doing 
good  when  he  hikes  interest  rates  to  deflate  "bubbles"  in  the 
stock  market.  He  fancies  himself  sparing  Americans  from  a 
1929-like  catastrophe.  But  his  real  motivations  remain  hidden, 
even  probably  to  himself.  Recall  that  Greenspan  started  out  an 
Ayn  Rand  libertarian.  Alas,  nobody  can  escape  the  effects  of 
working  in  government  for  30  years:  You  become  the  govern- 
ment; you  try  to  defend  the  government;  and  your  actions  are 
those  that  tend  to  perpetuate  the  government.  Therefore,  if 
you're  Alan  Greenspan — a  product  of  government — you  keep  a 
close  eye  on  the  competition:  private  currencies!  Perhaps  Cisco 
bucks  are  getting  too  uppity.  They  threaten  the  sovereign  dollar. 
The  federal  government  dislikes  private  schools  and 
private  pensions.  So  it  attacks  them.  Are  we  foolish  enough 
~  to  think  the  federal  government  would 

For  further  discussion  of  this  and  other  ° 

topics,  go  to  the  forum  at  our  Web  site    not  try  to  defend  itself  against  private 
at  www.forbes.com/karlgaard.  currencies?  F 
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"Most  ot  my  adult  life  I 
have  been  involved 
with  advanced  forms 
of  communications 
bogies/' 


The  Kenaf  and 
Satellite  Portfolio 

venture   capital   Even  more  publicity-shy  than  her 
famous  ex-husband,  Wendy  McCaw  has  kept  plans  for  her 
money  completely  shrouded  in  mystery.  Until  now. 


S    •    August  7,2000 


BY  SETH  LUBOVE 

WHEN  THE  NEWS  BROKE 
July  9  that  Wendy 
McCaw  would  buy  the 
Santa  Barbara  Xews-Press 
from  the  New  York 
Times  Co.,  few  of  the  locals  could  say 
much  about  one  of  their  wealthiest 
neighbors.  "I  know  very  little  about  her," 
Santa  Barbara  Mayor  Harriet  Miller  told 
the  Los  Angeles  Times. 

What  McCaw,  48,  has  been  doing 
with  the  money  she  won  in  a  1997  di- 
vorce from  her  husband,  telecom  tycoon 
Craig  also  remains  a  mystery.  Her  stakes 
in  Nextel  and  Nextlink  alone  are  together 
valued  at  S2.65  billion,  easily  earning  her 
a  place  on  The  Forbes  400.  But  until  the 
newspaper  deal,  for  a  reported  S80  mil- 
lion to  SI 00  million,  little  has  been 
known  about  her  investment  strategy. 

She  doesn't  exactly  make  it  easv  to 
find  out.  She  refuses  to  allow  herself  to 
be  photographed  and  has  granted  only 
one  interview — to  the  newspaper  she 
just  bought.  Her  flack,  hardball  Los  An- 
geles p.r.  man  Michael  Sitrick  (seep. 
labors  to  keep  her  out  of  the  news.  But 
in  a  series  of  written  responses  to  ques- 
tions from  FORBES,  she  explains  for  the 
first  time  where  she's  been  investing. 

If  you  think  Craig  McCaw  spins  a  lot 
of  plates  in  the  air  ( FORBES,  June  12),  his 
ex-wife  is  no  slouch,  either.  When  she's 
not  saving  the  whales — literally — or 
overseeing  her  stakes  in  at  least  four  of 
her  ex's  companies,  she's  putting  money 


into  a  satellite  firm,  real  estate,  aviatic 
telecommunications  and  "environme 
tal  technologies,"  and  otherwise  "eval 
ating  dozens  of  opportunities." 

From  her  oceanfront  Santa  Barba 
Calif,  estate  in  the  exclusive  Hope  Ran 
area,  the  still-single  vegetarian  and  ai 
mal  lover  pursues  what  can  charitably 
called  an  eclectic  investment  strategy,  b 
one  which  follows  some  consiste 
philosophies.  Unlike  some  sudden  i 
heritors  of  wealth,  she  makes  most  of  h 
investment  decisions  on  her  own  or 
consultation  with  a  skeleton  staff.  1 
sucker  for  fads,  she  sneers  at  wh 
calls  "the  dot-com  deal  of  the  week" 

"In  addition  to  exceeding  traditior 
financial  and  market  benchmarks,  I 
searching  for  businesses  that  will  mak 
true  difference  in  their  industries,' 

For  instance,  she's  invested  in  A 
sureSat,  a  company  cofounded  by  f< 
mer  Federal  Communications  Comm 
sion  chairman  Mark  Fowler  th 
provides  backup  satellites  when  oth 
communications  satellites  fail.  Althoui 
McCaw  won't  disclose  the  amount  sh 
invested,  she  says  her  "preferred  sw« 
spot  is  an  approximately  SI 00  million 
equity  range  for  each  deal,"  of  whij 
she's  doing  one  to  three  a  year. 

But  she  looks  at  a  lot  more  deals  th. 
that,  manv  oi  them  in  line  with  her  e 
vironmentalist  leanings  and  a  search  1 
a  "killer  app  technology"  that  would  i 
duce  solid  waste.  She's  considering  an  i 
vestment  in  what  she  describes  as 


ge-scale  trash-gasification  project  in 

uthern  California"  that  could  even 

harge  its  own  garbage  trucks. 

Although  her  sponsorship  of  various 

iishy  environmental  causes  (wolves, 

tales,  dolphins)  may  make  her  seem 

e  a  softie,  she  marries  her  desire  to  do 

od  with  a  hard-nosed  determination 

make  a  buck.  In  1998  she  quietly 

pped  in  to  take  over  a  12-acre  jet- 

untenance  operation  at  the  Santa  Bar- 

a  airport  that  was  sliding  into  bank- 

•>tcy  and  threatening  hundreds  of  local 

>s.  She  fixed  up  the  hangar  and  built  a 

v  office  building,  then  leased  much  of 

:  space  to  General  Electric's  Garrett 

.  lation  Services  unit,  which  has  made  it 

i  o  a  primary  site  for  completion  work 

<  Boeing's  line  of  business  jets. 

Even  buying  a  newspaper  fits  in  with 
:  :Caw's  overall  scheme.  She  thinks 
vspapers  have  a  bright  future,  and 
]  its  at  buying  more  or  looking  into 
her  channels  for  delivering  news,  in- 
i  mation  and  advertising  to  sub- 
I  ibers."  Sounding  very  much  like  her 
(  she  adds:  "Most  of  my  adult  life  I  have 
1  'n  involved  with  advanced  forms  of 
c  nmunications  technologies,  and  I 
t  nk  that  newspapers  may  be  ripe  for 
t  application  of  those  technologies  in 
c  ivering  local  news  to  the  home." 

But  at  the  same  time  she  has  altruis- 
t  reasons:  The  newspaper's  headquar- 
t  s  adds  to  a  growing  portfolio  of  his- 
t  ic  buildings  she's  preserving,  and  she 
^  its  to  explore  printing  on  things  other 
t  n  dead  trees,  such  as  paper  derived 
f  m  rice  or  kenaf,  a  fibrous  plant. 

Considering  the  tenaciousness  she 
t  «ught  to  battling  her  husband  in  court 
t  her  share  of  the  childless  couple's  as- 
8  i,  many  people  have  been  left  with  the 
I  pression  that  she  and  Craig  are  es- 
t  lged.  She  sets  the  record  straight:  The 
t  >  of  them,  who  met  as  undergradu- 
■  >  at  Stanford,  are  still  "friends  and  ac- 
t  •  business  partners."  In  fact,  she's  in- 
I  ted  in  several  of  his  Eagle  River 
I  ding  company  deals  and  is  exploring 
c  er  ventures  in  "geo-satellite  data  tech- 
r  ogy  and  3G  wireless  companies."  Our 
|  is  that  she  will  maintain  a  spot  on 
:  Forbes  400  for  a  long  time.  F 


Dumb 
and  Dumber 

ENTERTAINMENT    A  brawl 

erupts  between  two  of 
Tinseltown's  biggest  backers. 

BY  BRETT  PULLEY 
WITH  MARK  LACTER 

NO  MATTER  HOW  IT  PERFORMS 
at  the  box  office  this  summer, 
The  Crew  will  be  a  grim  re- 
minder of  how  the  bright  lights  of 
Hollywood  can  singe  outsiders. 

The  comedy,  starring  Burt 
Reynolds  and  Richard  Dreyfuss  and 
produced  by  the  smallish  George  Litto 
Pictures,  is  the  latest  in  a  spate  of  re- 


cent  films  that  used  insurance-backed 
"gap"  financing  to  fund  a  portion  of 
its  production  costs.  The  loans,  which 
fill  the  gap  between  the  amount  of 
money  a  producer  has  secured  in  ad- 
vance and  the  total  production  bud- 
get, were  touted  a  few  years  ago  as  the 
latest  sure  thing  in  Tinseltown.  Starry- 
eyed  insurance  companies  lined  up  to 
collect  huge  premiums  in  exchange 
for  agreeing  to  repay  the  loans  if  the 
films'  receipts  failed  to  cover  their 
production  and  marketing  costs. 

Of  course  there  is  no  sure  thing  in 
Hollywood,  a  point  being  driven 
home  in  New  York  State  Supreme 
Court.  Thanks  to  a  string  of  recent 
deals  gone  bad,  a  contingent  of  insur- 
ers has  become  entangled  in  lawsuits 


with  one  of  Hollywood's  top 
providers  of  gap  financing,  Chase 
Manhattan.  Led  by  AXA  Reassurance, 
a  unit  of  the  French  insurance  giant 
AXA  Group,  the  insurers  claim  Chase 
colluded  with  brokers  and  risk  man- 
agers in  an  effort  to  deceive  insurance 
underwriters  and  leave  them  holding 
the  bag  for  an  estimated  $3  billion  in 
losses  on  a  number  of  films  that  were 
either  box  office  failures  or  simply 
couldn't  live  up  to  grossly  inflated 
projected  revenues.  Among  the 
stinkers:  Barbra  Streisand's  The 
Mirror  Has  Two  Faces,  the  Fran 
Drescher  comedy  The  Beautician  and 
the  Beast  and  the  biopic  The  People 
vs.  Larry  Flynt. 

The  case  is  already  shaping  up  to 
be  a  blockbuster.  AXA  is  refusing  to 
pay  many  of  the  claims 
made  against  the  films 
and  is  asking  that  it  be 
relieved  of  all  obliga- 
tions on  some  of  its 
policies.  The  company 
underwrote  policies 
covering  more  than  100 
films.  Chase  is  counter- 
suing  for  breach  of 
contract.  AXA  has  fired 
its  top  underwriter  of 
gap  financing,  Jean- 
Michel  Guillot,  claim- 
ing Guillot  ignored 
company  guidelines  for  underwriting 
the  loans. 

Guillot,  who  was  authorized  to 
write  insurance  for  up  to  $20  million 
per  picture,  was  swept  up  in  the  glam- 
our. He  attended  star-studded  film 
festivals,  perused  scripts  and  was  said 
to  be  considering  playing  small  parts 
in  a  couple  of  the  films.  Says  Ray 
Miller,  who  has  worked  several  years 
in  film  production  in  Los  Angeles: 
"This  city  is  filled  with  people  like 
him  who  came  here  to  make  millions 
in  the  film  business,  got  intoxicated  by 
it  all  and  got  left  holding  the  bag."        § 
Meanwhile,  filmmakers  like  George  » 
Litto,  who  were  counting  on  the  loans,  I 
are  left  in  the  cold.  Litto  obtained  a  § 
$100  million  line  of  credit  from  Chase,  H 
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"This  city  is  filled  with 
people  who  came  to 
make  millions  but  got 
left  holding  the  bag." 

backed  by  AXA  Reassurance,  to  produce 
The  Crew  and  four  other  films.  But 
shordy  after  Litto  had  drawn  down  $21 
million  to  complete  The  Crew,  AXA  re- 
voked the  contract  and  began  the  cur- 
rent litigation.  The  total  premium  for 
insurance  on  Litto's  $100  million  loan 
was  $7.5  million,  but  some  of  the  pre- 
miums on  these  deals  were  as  high  as 
10%  of  the  loan  value.  "AXA  loved  the 
deal  when  they  collected  the  premi- 
ums," Litto  scoffs. 

Used  mainly  by  small  producers 
without  the  deep  pockets  of  a  big  stu- 
dio, gap  financing  began  to  take  off 


7 


around  1995.  Before  then,  movie  pro- 
duction loans  were  fully  collateralized 
by  advance  sales  to  distributors.  But 
when  distributors  began  to  cut  back  on 
buying  film  rights  in  advance,  it  created 
a  gap  in  producers'  budgets.  Banks  filled 
the  gap  on  the  basis  that  their  loans 
would  be  repaid  from  box-office  re- 
ceipts and  distribution  rights  sold  after 
the  film  was  complete.  However,  the 
banks'  risk  was  shifted  as  insurers 
stepped  in  to  assure  lenders  that  their 
debt  would  be  serviced  if  the  movie  did 
not  recoup  its  costs  within  a  certain  pe- 
riod. The  huge  premiums  were  entic- 
ing, and  insurers  were  told  that  "mod- 
est success"  at  the  box  office  would 
produce  income  sufficient  to  cover  the 
shortfall  and  repay  the  line  of  credit. 

But  income  is  an  elusive  concept  in 
Hollywood.  (Remember  Art  Buchwald's 
trying  to  collect  his  share  of  the  profits 
on  the  blockbuster  Coming  to  America 


You  Can  Quote  Me 

L  A  w  I  Why  has  lawyer  Rich  Gray  taken  on 
the  role  of  the  expert  commentator 
on  the  Microsoft  case? 


BY  KRYSTEN  A.  CRAWFORD 

NEXT  TO  J.K.  ROWLING,  RICHARD 
Gray  may  be  the  most  proficient 
marketing  machine  operating  these 
days.  His  client:  himself.  A  once-obscure 
attorney  from  Menlo  Park,  Calif.,  Gray 
has  been  quoted  397  times  in  stories  re- 
lating to  the  Microsoft  antitrust 
case,  in  news  outlets  ranging 
from  U.S.  News  &  World  Report 
to  the  Industry  Standard,  the  As- 
sociated Press  and  Forbes.com. 
Which  is  pretty  remark- 
able, considering  that  Gray,  43, 
is  hardly  a  leading  light  in 
antitrust  circles.  In  the  last 
decade  the  1981  Stanford  law 
gi  ad  has  handled  a  lot  of  cases,  from  se- 
curities fraud  to  trade  secrets,  but  only 
two  of  them  centered  on  antitrust  be- 
oday,  after  working  at  a  hand- 
Area  firms,  he's  in  practice  by- 


Gray's  a  journalist's 
best  friend. 


himself,  advising  young 
companies  on  licensing 
and  other  issues. 

Gray's  success  says  as 
much  about  herd  journal- 
ism as  it  does  about  his 
marketing  savvy.  Three 
years  years  ago  a  reporter  for  a  small 
San  Francisco  daily  called  looking  for  a 
comment  on  a  story  about  the  Internet. 
Gray  doesn't  know  how  the  reporter 
found  him,  but  he  was  happy  to  oblige. 
Then  in  early  1998,  after  the  Clinton 
Administration  renewed  its  attack  on 
Microsoft,  the  San  Jose  Mer- 
cury News  called.  The  next  day, 
the  Wall  Street  Journal. 

Now  we  can  let  out  a  little 
secret  about  the  journalism 
racket:  If  you  are  in  a  hurry, 
you  find  sources  by  reading 
previously  published  articles. 
Before  long  Gray  was  con- 
tacting reporters  by  e-mail, 
making  local  TV  appearances  and  writ- 
ing a  daily  trial  column  for  the  San  Jose 
Mercury  News  (which  has  been  typi- 
cally neutral  on  the  case).  A  quotemeis- 
ter  was  born. 


and  being  told  there  weren't  any?)  An* 
then  there  are  plenty  of  films  that  arr 
anything  but  blockbusters.  Chase  hal 
filed  claims  totaling  $38  million  again} 
its  losses  on  Streisand's  Mirror  (grosse 
$41  million  at  the  domestic  box  office 
and  on  Larry  Flynt  ($20  million). 

Arthur  Stribley  runs  a  unit  t 
Southern  Pacific  Bank  that  provides  fi 
nancing  for  50  to  60  films  per  year.  Hj 
company  steered  clear  of  insurance 
backed  gap  financing.  "To  us,  it  juj 
didn't  make  any  sense,"  he  says.  "\j 
could  never  understand  how  some  ris 
manager  or  reinsurance  underwrite 
was  going  to  sit  there  and  figure  out  th 
value  of  unsold  film  rights  and  be  moi 
knowledgeable  than  we  are  in  detei 
mining  those  values." 

Says  one  lawyer  involved  in  the  casj 
"The  courts  will  have  to  decide  if  th 
underwriters  were  greedy,  or  just  durni 
and  taken  advantage  of." 


By  the  Niimbc. 

During  the  Microsoft  trial  Rich  Gray 
was  unavoidable  for  comment. 


Number  of  times  Gray  has  bee 
quoted  since  1997  in  articles 
mentioning  Microsoft. 


Number  of  antitrust  cases  handled 
by  Gray  in  the  last  decade. 


o 


Number  of  times  William 
Kovacic  of  the  George  Washington 
University  Law  School  has  been 
quoted  (one  of  only  two  other  trial 
pundits  quoted  more  than  Gray). 


Source:  Nexis. 


Gray  says  he's  earned  his  punol 
status,  having  done  some  antitruj 
counseling  and  merger  work  over  th) 
years.  (Reporters  praise  his  insight 
But  he  concedes  that  Microsoft,  its 
vals  and  the  government  had  hired  I 
many  antitrust  experts  that  "the  noi 
mal  go-to  people  in  cases  of  this  ty| 
already  had  a  dog  in  the  fight." 

For  all  the  free  publicity,  thougll 
Gray  flopped  in  the  marketplace.  ■ 
says  his  press  exposure  hasn't  landec 
single  new  client. 
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Spider-Man's  New  Do  ™pfaS 


marketing!  Marvel  Comics'  secret 
weapon  is  a  chief  who  knows  how  to  sell 
power  drills  and  hair  care  products.  Huh? 

BY  JOANNE  GORDON 

WHEN  THE  X-MEN  MOVIE 
opened  on  July  14,  the  com- 
pany that  created  the  five  mu- 
tant crime-fighters  and  their  foes,  Mar- 
vel Enterprises,  didn't  reap  a  penny  off 
ticket  sales  ($57.5  million  in  its  first 
weekend).  That's  because  Marvel  got 
only  a  lump  sum  from  Twentieth  Cen- 
tury Fox  when  it  licensed  the  characters 
in  the  early  1990s. 

Not  smart,  and  Marvel's  new  chief 


Update 
but  don't  change  prod- 
uct's core  appeal,  like 
formula  or  flavor.  Add 
new  hair  colors,  yes.  But 
remember  New  Coke. 
Applied  to  Personalities:  Modernize  the 
characters'  look  but  don't  tinker  with 
their  personalities.  The  X-Men's  Storm 
is  still  the  maternalistic  leader  of  the 
group,  but  now  dresses  in  sleek  body- 
suits. Drop  1980s  oranges  and  reds  for 
shiny,  sexy  black. 

tactic:  Licensing 

Applied  to  Goods:  License,  but  don't 
stretch  a  brand  name  too  thin.  Cuneo 
wouldn't  slap  a  Nice  'N  Easy  label  on 
women's  clothing. 

Applied  to  Personalities:  Don't  mass- 
license  characters  just  to  hike  revenues 
(Marvel's  former  sin).  He's  put  Spider- 
Man's  image  on  pajamas  and  video- 
games but  not  ashtrays.  And  Cuneo  is 
spreading  the  risk:  He's  cut  movie  deals 
for  many  characters,  like  Ghost 
Rider  and  the  Hulk. 


executive,  Peter  Cuneo,  56,  vows  he'll 
never  cut  such  a  stupid  deal.  It's  not  the 
only  change  Cuneo  is  making  to  a  com- 
pany that  emerged  from  bankruptcy  18 
months  ago  after  a  BAM!  BANG!  fight 
between  financiers  Ronald  Perelman 
and  Carl  Icahn. 

Cuneo,  who  has  1 7  years  in  the  mar- 
ket ing  business,  has  spent  the  past  year 
pumping  up  the  company's  characters, 
most  notably  Spider-Man  and  the  X- 
Men.  Cuneo  is  applying  branding  strate- 
gies that  he  employed  while  selling  con- 
sumer products  at  Clairol,  Black  & 
Decker  and  Remington  (electric  shavers). 

Here's  his  philosophy: 
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tactic:  Find  New  Markets 

Applied  to  Goods:  Introduce  hair 
coloring  for  different  age  groups, 
like  teens  and  thirty-somethings. 
Applied  to  Personalities:  Broaden 
Marvel's  18-to-35-year-old  fan  base  by 
repackaging  superheros  like  Wolverine 
into  teenage  versions  of  themselves, 
complete  with  new  story  lines  and  tide, 
Ultimates. 

tactic:  Distribution 

Applied  to  Goods:  Give  away  samples, 
package  a  trial  size  with  other  products, 
cut  deals  with  retailers  to  get  prime 
shelf  space. 

Applied  to  Personalities:  Hand  out  free 
X-Men  comic  books  in  theaters 
after  the  movie.  A  new  deal  with  Toys 
"R"  Us  groups  all  X-Men  products  to- 
gether and  promotes  them  in  store- 
fronts. New  sales  channels  include 
Marvel.com  and  the  Web  sites  of 
movie  studios  New  Line  Cinema  and 
Universal.  F 


Reach  for  the  Sky 

marketing  I  Atrendy 
Canadian  retailer  lends  its 
name— and  its  bomber 
jackets— to  a  new  airline. 

BY  MELANIE  WELLS 

FIRST  THERE  WAS  THE  ROOT} 
negative-heel  shoe,  popula 
with  the  yoga-yogurt  set  in  thi 
1970s.  Then  Roots  Canada,  the  $13! 
million  (sales)  retailer,  started  sellinj 
leather  furniture,  baby  garb  and  gift 
like  tie-dyed  sheets  ($220)  an< 
beeswax  candles  ($185).  Its  lates 
Christmas  offering — Roots  Air,  as  ii 
airlines. 

Not  exactiy  an  obvious  diversifi 
cation  for  the  Toronto-based  com 
pany.  But  cofounders  Michael  Bud 
man  and  Donald  Green  are  talkin 
up  fares  within  Canada  and 
major  U.S.  cities  that  will  be  up  ti 
35%  less  than  prices  on  Air  Canada 
They  also  promise  better  fooc 
served  up  on  china  in  econom 
class,  and  more  stylishly  dressed  em 
ployees.  Roots  apparel  will  b 
sported  by  everyone,  from  the  cock 
pit  crew  to  the  mechanics.  The  ll 
leased  Airbus  A320s  and  A330s  wi] 
look  pretty  snazzy,  too,  emblazonei 
with  a  beaver — Roots'  mascot  an< 
Canada's  national  critter — and 
giant  "R"  on  the  tail  of  the  aircrafi 
Budman  envisions  a  sleek,  flyin 
billboard  that  will  cost  little  mor 
than  the  price  of  a  30-second  com 
mercial  on  the  Super  Bowl. 

For  $3.4  million,  privately  hel< 
Roots  will  own  a  13%  stake  in  Root 


She's  come  to  your  site  to  learn  more 
about  your  business.  Get  her  now, 


or  kiss  zWcx  [ 


In  today's  fast  paced  world  of  business,  making  sales  requires  new  ways  of  thinking.  As  you  read  this 
now,  hot  sales  prospects  are  on  your  web  site,  gathering  information  about  your  company's  products 
ir  services.  But  they  won't  be  there  long  before  they  move  on  to  check  out  the  competition. 
You  need  a  way  to  actively  engage  them  now- before  they  click  away.  At  NewChannel,™  we  give 
you  the  power  to  identify  the  best  web  prospects,  prequalify  them  according  to  your  guidelines, 
ind  actually  reach  out  and  immediately  move  them  through  the  sales  process.  And  it  all  happens 
through  your  site.  If  words  aren't  enough,  just  look  at  the  numbers.  Telesales  reps  from  companies 
jsing  NewChannel  are  closing  twice  as  many  sales  as  they  did  just  answering  800  numbers. 
Make  your  web  site  work  harder  for  your  salesforce  and  turn  it  into  the  powerful  sales  tool  it 
*as  meant  to  be.  Go  to  www.newchannel.com/moresales  or  call  1-800-331-0987  and 
see  how  you  can  double  your  sales. 


NewChanneVInc. 

The  hottest  prospects 
are  on  your  site.™ 


J  www.newchannel.com/moresales 
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Air;  Skyservice  Airlines,  an  air  charter 
company,  will  be  majority  owner  and 
will  supply  the  crews.  Roots  Air  is  look- 
ing for  an  additional  $27  million  of 
capital  from  institutional  investors. 

The  airline  will  launch  as  soon  as 
November  with  1 1  routes  and  has  ap- 
plied for  up  to  50  launching  slots  at 
Toronto's  main  airport.  If  all  goes  ac- 
cording to  plan,  fare  revenues  of  $169 
million  next  year  will  just  cover  operat- 
ing expenses. 

What's  in  it  for  Skyservice?  A  bit  of 
glamour,  perhaps.  Comedians  Mike 


Canada's  answer  to  Richard  Branson,  the  ultimate 
brand  extender,  until  the  first  flight  delays,  union 
strikes  or  worse.  It  could  all  hurt  Roots'  reputation. 


Myers  and  Robin  Williams,  among 
other  celebs,  have  sported  Roots  cloth- 
ing. Budman  and  Green  get  a  some- 
what surer  way  to  increase  the  com- 
pany's profile  and,  perhaps,  boost  sales 
at  Roots'  140  stores,  which  include  8  in 
the  U.S.  "We  hope  people  get  off  the 
plane  and  go  to  a  Roots  store,"  says 


Budman,  54.  Or,  since  the  first  fligh  | 
will  be  from  Toronto  to  Vancouver,  t<  J 
the  Roots  Lodge  on  Vancouver  Island.! 

Canada's  answer  to  Richard  Bransor 
the  ultimate  brand  extender — until  th 
first  group  of  flight  delays,  union  strikes  c 
worse.  It  could  all  hurt  Roots'  reputatior 
Admits  Budman,  "That's  a  big  risk." 


Join  the  Girl  Touts 

education   Forget  cookies.  Today's  youngsters 
would  rather  make  a  mint  than  sell  one. 


BY  SILVIA  SANSONI 

FOUR  DOLLARS  FOR  TOMMY!  FOUR 
dollars!  Three  dollars  for  Tommy!" 
Tyshara  Durley  is  desperately  trying 
to  unload  her  Tommy  Hilfiger  stock  as 
it  falls  sharply  on  the  bogus  news  that  the 
designer  made  racist  comments  on  the 
Oprah  Winfrey  Show.  Waving  a  mock 
stock  certificate  with  the  urgency  of  a 
trader  on  the  floor  of  the  New  York  Stock 
Exchange,  the  boisterous  12-year-old  Girl 
Scout  closes  the  deal  when  Katrina 
Thibeault,  age  10,  offers  two  dollars 
a  share. 

The  venue  for  this  prepubescent 


Today's  Girl  Scouts  are  as  enchanted  by 
money  as  they  are  by  Harry  Potter  tales. 

trading  pit:  Financial  Camp,  a  two-day 
investment  seminar  for  Girl  Scouts 
held  at  the  Springfield,  Mass.  and 
Boston  offices  of  Salomon  Smith  Bar- 
ney. Founded  by  Salomon  Smith  Bar- 
ney portfolio  manager  Margaret  (Meg) 
Greer,  a  volunteer  Girl  Scout  leader,  the 
camp  aims  to  make  women  wise  about 
investing  at  an  earlier  age.  The  girls 
form  investment  clubs  and  pick  out 
stocks  for  their  mock  portfolios.  The 
Young  and  Beautiful  Blue  Chips  load 
up  on  Coca-Cola  and  McDonald's 


while  the  Baby  Boomers  go  for  App 
and  Johnson  &  Johnson,  sensin 
they've  hit  their  lows. 

Camper  Elizabeth  Goldberg,  11,  is 
real-life  investor,  too,  using  an  accoui 
her  grandfather  set  up  for  her.  "Delia's 
an  okay  stock,"  says  Goldberg  of  th 
teenage  clothing  catalog  company,  "b 
I'm  definitely  keeping  AstroPower.  I 
like,  got  a  lot  of  contracts  in  Europe  an 
Asia  because  of  gas  and  oil  shortages  an 
stuff."  The  youngster  says  she  picked  a 
most  all  the  companies  in  her  portfoli' 
Disney,  Mattel,  McDonald's,  Delia's 
Yankee  Candle.  And  while  she  aspires 
be  an  astrophysicist  when  she  grows  u 
understanding  the  capital  markets  "her, 
me  learn  about  the  real  world." 

Day  campers  like  these  are  as  ei 
chanted  by  money  as  they  are  by  Han 
Potter  tales.  Thanks  to  custodial  a 
counts  opened  by  their  parents  an 
grandparents,  more  children  than  ev< 
own  stocks  and  mutual  funds.  Chicag 
based  Stein  Roe  Mutual  Funds  groi 
runs  a  fund  tailored  for  kids.  Its  Your 
Investor  Fund  has  grown  from  4,0C 
shareholders  in  1994  to  230,000.  Qua 
terly  newsletters  written  for  childn 
with  snappy  language  and  bright  pi 
tures  and  games  accompany  a  "repo 
card"  on  the  fund's  performance. 

By  the  end  of  session  for  Financi 
Camp  the  girls'  heads  swirl  with  P/E  r; 
tios  and  ticker  symbols.  Katrir 
Thibeault  hugs  one  of  the  stockbroke 
and  whispers,  "When  I  grow  up  I  want 
be  a  broker  with  Smith  and  Barney." 


se 
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Just  when  your  competition 
thought  it  was 
safe  to  do  business. 


I1  JST  BENEATH  the  surface  oe  your  business  lies  the  most  POWERFUL  FORCE  in  the  universe:  THE  DOT.  with  the  dot  in  .com 
j  know  no  boundaries,  and  your  competition  knows  NEVER  TO  ENTER  YOUR  WATERS,  the  dot  turns  information  into  power. 
POWER  IS  EVERYWHERE  AND  IT'S  ALWAYS  ON,  THANKS  TO  FEROCIOUS  INTERNET  COMPUTING  TOOLS.  THE  DOT'S  U LTRA'AVAI LAB LE  ENTERPRISE 
[VERS (WILL  24/7  D0?),S01ARIS™.C0M  OPERATING  ENVIRONMENT,  AND  IRONCLAD  STORAGE  AND  SERVICES  WILL  LET  YOU  SWIM 
FREELY  IN  THE  NET  ECONOMY.  UNLESS,  OF  COURSE,  YOUR  COMPETITION  HAS  THE  DOT  TOO... 
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The  Top  Floor 

REAL    ESTATE    The 

opportunists  who  bought  big 
commercial  property  after  the 
last  crash  are  now  selling. 
What  gives? 

BY  STEPHANE  FITCH 


A  BELL  DOESN'T  RING  WHEN  THE 
real  estate  market  hits  bottom."  So 
said  New  York  investment  adviser 
Kevin  Haggarty  during  the  depths  of  the 
property  crash  ten  years  ago.  "Now  I  say: 
'A  bell  wont  ring  when  we  reach  the 
top,  either.'" 

But  hasn't  there  been  a  lot  of  clanging 
lately?  Across  the  country,  properties 
have  been  selling  at  record  prices  by  "op- 
portunity funds" — investment  pools  run 
by  individuals  or  large  investment 
houses.  One  is  IBM  Plaza,  a  52-story  Lud- 
wig  Mies  van  der  Rohe-designed  trophy 
in  Chicago's  Loop,  sold  for  $238  million 
by  the  Blackstone  Group,  which  had  paid 
$130  million  four  years  ago.  Another: 
Manhattan's  750  Seventh  Ave.,  a  35-story 
building  Morgan  Stanley  bought  for  $90 
million  and  recendy  sold  for  $150  mil- 
"  l  or  sale"  signs  are  hanging  outside 
two  landmarks,  Rockefeller  Center  in 


Manhattan  and  Fox  Plaza,  a  34-story  sky- 
scraper in  Los  Angeles'  Century  City  of- 
fice district. 

Put  your  ear  up  to  the  clapper  again. 
It  might  not  indicate  that  all  the  smart 
money  is  getting  out.  When  the  funds 
were  raised  in  the  mid-1990s,  managers 
promised  up  to  40%  annualized  returns 
(levered).  Now  they're  trying  to  make 
good.  "In  the  U.S.  we'll  probably  be  net 
sellers  this  year,"  says  Tom  J. 
Barrack,  chairman  of  Los  An- 
geles-based Colony  Capital, 
which  has  $1 .6  billion  in  its  two 
newest  real  estate  funds.  "The 
markets  are  strong,  and  we 
want  to  sell  into  strength,"  says 
a  senior  portfolio  manager  at 
Goldman  Sachs'  Whitehall  real 
estate  funds,  with  $5  billion  in 
equity. 

One  man's  sell  signal  is  an- 
other man's  buy.  Possible 
buyer  for  Rockefeller  Center,  at 
$2  billion  or  more:  New  York 
developer  Jerry  I.  Speyer,  a  mi- 
nority partner  to  Whitehall, 
which  owns  the  Depression 
era  complex  of  office  buildings 
sitting  in  the  middle  of  Man- 
hattan. A  number  of  real  estate 
investment  trusts  are  thought 
to  be  interested,  too — Boston  Proper- 
ties, run  by  publisher  Mortimer  Zucker- 
man,  and  Vornado  Realty,  whose  presi- 
dent helped  broker  the  last  buyout  of 
Rockefeller  Center. 

In  the  past,  at  least, 
no  other  property  so 
neady  mirrored  the  spurts 
and  plunges  of  the  mar- 
ket. Rockefeller  Center 
marked  the  beginning  of 
the  last  real  estate  crash 
when  it  was  sold  to  Japan- 
ese investors  in  1989  in  a 
deal  that  valued  it  at  $1.7 
billion.  It  was  soon  obvi- 
ous the  Japanese  had  over- 
paid, and  the  property 
spent  most  of  the  early 
1990s  on  the  edge  of 
bankruptcy.  Then,  in 
1996,  Rockefeller  Center 


Signs  of  a  pinnacle  in  the 
real  estate  markets. 


L. 


Sources:  Lehman  Brothers. 
Torto  Wheaton. 


marked  the  start  of  the  New  York  real  es 
tate  boom  when  Goldman  and  Speye 
paid  $1.1  billion  in  cash  and  assumec 
debt.  A  very  good  deal.  The  new  owner 
sold  one  building  to  General  Electric'; 
NBC  unit  for  $440  million.  Rents  in  thi 
other  offices,  totaling  7.4  million  squan 
feet,  have  since  climbed  from  $30 
square  foot  to  $50  and  $60. 

Then  there's  Fox  Plaza,  memorabli 
for  its  starring  role  in  the  1988  hit  terror 
in-a-skyscraper  film,  Die  Hard.  Its  cur 
rent  owner,  former  20th  Century  Fo 
Film  mogul  Marvin  Davis,  has  a  knac 
for  buying  and  selling  the  property  a 
just  the  right  moments.  Davis,  a  handfu 
of  partners  and  Fox  developed  th 
building  in  1986;  the  following  year,  Fo 
bought  out  the  Davis  &  Co.  share  at 
price  implying  a  value  for  the  proper 
of  nearly  $300  million. 

Fox  sold  the  building  in  1988  to  tw 
funds  led  by  Chicago-based  LaSalle  Ad 
visors  for  $320  million.  LaSalle  overpaic 
It  sold  the  property  to  Davis  for  $25 
million  in  1997.  Davis  has  hired  a  bro 
kerage  to  evaluate  a  sale,  which  wouli 
likely  fetch  $350  million. 

Is  another  crash  at  hand?  Probabl 
not.  What  doomed  real  estate  a  decad 
ago  was  overbuilding — in  a  climate  o 
18%  vacancies  and  overly  liberal  treat 
ment  of  depreciation,  prompting  bank 
to  make  construction  loans  approachin 
100%.  Since  then  a  banking  crisis  and 
tightened  tax  code  have  slowed  new  con 
struction;  the  national  va 
cancy  rate  for  office  spac 
is  more  like  9%. 

With  continuing  de 
mand  for  space,  there] 
still  money  to  be  mad^ 
Much  of  it  by  guys  HI 
Alan  Leventhal,  who  soil 
his  REIT,  Beacon  Propeij 
ties,inl997for$4billior| 
and  now  runs  a  $750  mi 
lion  investment  fund  thai 
builds  from  the  grounl 
up.  He  just  sold  an  offiq 
building     to     Charlq] 
Schwab  for  $175  million 
His  fund's  profit:  $10| 
million. 


The  increase  in 
San  Francisco  vacancies 
by  the  end  of  2001. 


Number 
of  square  feet  of  new 
office  space  in  the  U.S. 


Annual  rent  for  1,000 
square  feet  in  New  York's 
Solow  Building. 
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Sometimes  it's  difficult  to  remember 
J/vhat  they  hired  you  for.  Register.coms 
corporate  Services  Division  was  created  to  help 
webmasters  easily  handle  the  sometimes 
)verwhelming  task  of  registering  and  managing 
heir  company's  domain  names.  Once  you  set  up 

in  account,  you'll  have  a  dedicated  Account 
Manager,  reachable  by  phone,  to  assist  you  with 
ligh  volume  registrations  and  many  other 
pecialized  services.  And  only  one  consolidated 
)ill  when  you're  finished.  To  get  your  account 
;et  up,  call  us  at  1-800-699-9638. 

register 
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THERE'S  NO  SUBSTITUTE  FOR  AN  EXPERIENCED  PARTN 


Whether  you're  a  street  musician  or  a  CEO,  choosing  the  right  partner  can 
do  wonders  for  your  profits.  Which  explains  why  industry  leaders  like 
American  Express,  Cisco,  and  Hewlett-Packard  have  chosen  Ariba.  In  fact, 
more  companies  use  the  Ariba  B2B  Commerce  Platform™  to  power  their 
marketplaces  and  eProcurement  systems  than  any  other  offering.  If  you  want 
to  get  in  on  the  act,  call  us  at  800-535-3471  or  visit  www.ariba.com/partner. 
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BY  BERNARD  CONDON 

IT'S  STRANGE  HOW  BILLIONAIRES  MANAGE  TO  MAKE 
fools  of  themselves  in  silver  speculation.  The  Hunt 
brothers  lost  $1  billion  buying  up  the  metal.  Warren  Buf- 
fett  and  Bill  Gates  are  still  waiting  for  their  bets  to  pay 
off.  And  yet  the  smart  money  keeps  coming.  Now  the 
business  has  attracted  the  likes  of  George  Soros,  Asher 
Edelman  and  Laurence  Tisch.  These  three  are  among  the 
investors  financing  a  colorful  37-year-old  historian  who  says 
he  has  come  across  one  of  the  biggest  sil- 
ver finds  in  history. 

The  silver  lies  in  a  2-square-mile 
patch  of  land  in  the  Bolivian  Andes. 
Local  Indians  have  long  believed  San 
Cristobal,  as  the  area  is  called,  holds  vast 
riches.  But  it  attracted  little  more  than 
llamas  to  its  grassy  slopes  until  Thomas 
Kaplan,  an  Oxford-educated  historian 
turned  hedge-fund  consultant,  finished 
drilling  792  holes  last  year.  The  test  bores 
revealed  a  cache  of  silver  that  may  rank 
as  one  of  the  greatest  finds  since  conquistadors  began  digging 
455  years  ago  at  the  famous  Potosi  mine  91  miles  to  the 
northeast. 

If  you  believe  the  bullish  reports  from  analysts  and  from 
engineering  firms  hired  by  Kaplan,  the  San  Cristobal  prop- 
erty holds  470  million  ounces  of  silver  at  a  density  of  2 
ounces  per  ton  of  ore,  and  it  could  comfortably  produce  25 
million  ounces  a  year  at  a  cost  below  $2  an  ounce.  Recent 
price  of  silver:  $5.50.  "The  mine  keeps  growing  and  grow- 


"The  mine  keeps 

growing  and 

growing.  They  still 

don't  know  how 

big  it  is  yet" 


ing,"  says  Jeffrey  Christian,  managing  director  of  commo 
ties  consultancy  CPM  Group.  "They  still  don't  know  how  1 
it  is  yet." 

There  is  a  lot  that  could  go  wrong,  a  hint  of  which  car 
from  recent  violent  protests  by  Bolivians  over  price  increai 
by  a  foreign-owned  water  utility.  Bolivia  has  a  long  hist 
of  poverty,  inflation  and  corruption,  not  a  good  envir 
ment  for  persuading  foreigners  to  furnish  the  capital  to  c 
velop  the  mine.  What's  to  stop  the  legislature  from  discc 
ering,  just  after  the  capital  has  be 
sunk,  that  the  country  needs  a  $3-a 
ounce  extraction  tax? 

Kaplan,  with  his  penchant  for  swea 
vests  and  talk  of  Southeast  Asian  politi 
seems  a  most  unlikely  prospector.  "I  ha 
no  baggage  from  the  past,"  he  sa 
While  researching  a  Ph.D.  dissertation 
Oxford  on  how  British  politics  and  t 
volatile  rubber  and  tin  markets  shap 
preindependence  Malaysia,  he  notic 
how  soaring  prices,  which  seemed  i 
ways  to  take  investors  by  surprise,  were  often  preceded  by  p 
riods  in  which  low  prices  bankrupted  producers.  Acting  j 
that  observation,  he  set  up  a  hedge-fund  consultancy  in  ' 
Aviv  in  1988  and  made  a  bullish  call  on  Israeli  high-te 
companies,  trading  then  at  below  book,  during  the  Palesti 
ian  uprising.  He  also  bet  correcdy  that  Saddam  would  se 
Kuwait  (and  thus  gold — and  oil — prices  would  rise).  "A  yt 
before  Hussein  invaded,  he  warned  me  this  would  happei 
says  Yossi  Ciehanover,  chairman  of  the  Israeli  state  airline, 


An  Oxford-educated  historian  may  have  stumbled  on  one  of  the  riche 
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silver  Mrme 


Al,  who  used  to  consult  with  Kaplan. 

Silver,  Kaplan  figures,  is  just  another 
depressed  commodity  poised  for  a  big 
rebound.  He  points  to  1993  as  the 
nadir.  The  world's  largest  silver  mine, 
Mexico's  Real  de  Angeles,  had  just  shut 
down.  No  new  mines  had  opened  in 
years,  forcing  electronics  companies, 
film  processors  and  jewelry  makers  to 
run  down  their  inventory  of  silver.  Yet 
prices  kept  falling  and  that  March  hit  a 
six-century  low  (in  real  terms)  of  $3.53 
per  troy  ounce.  At  that  price  most  min- 
ing companies  weren't  making  enough 
to  recover  their  cost  of  pulling  the 
metal  out  of  the  ground. 

Kaplan  began  looking  for  U.S.  silver 
companies  to  invest  in.  But  they  all 
seemed  burdened  by  costly  environ- 


brother  Paul,  who  had  built  mines  in 
Latin  America,  Kaplan  talked  George 
Soros  into  a  $10  million  investment  in 
Kaplan's  Cayman  Islands  holding  com- 
pany, Apex  Silver  Mines  Ltd. 

Kaplan  hired  geologist  Larry  J. 
Buchanan,  who  had  helped  discover 
four  gold  mines  in  North  and  Central 
America.  Buchanan  had  his  doubts — 
about  Kaplan.  "I  thought  he  was  just 
another  prospector  who  was  going  to 
lose  his  shirt,"  he  recalls. 

Newcomers  are  rarely  welcomed  in 
this  industry.  Peter  Munk,  founder  of 
$1.4  billion  (sales)  Barrick  Gold,  was 
for  years  dismissed  as  an  inexperienced 
South  Sea  hotelier.  Kaplan  relishes  his 
role  as  a  spurned  outsider.  "I  don't  have 
any  rocks  on  my  desk,"  he  says,  para- 


Where  Fools  Rarely  Fear  to  Tread 


There  are  plenty  of  smart— and  dumb— investors  who've  been  suckered  by  silver.  So  what 
makes  a  historian  who's  never  run  a  mine  think  he  can  succeed  where  so  many  have  failed? 


$50     Rim  suit    Silver  (Sounce) 
40 


1994  Bullish 
on  silver, 
Soros  invests 
$10  million  in 
Kaplan's  Apex. 


1997  Buffett 
buys  a  fifth  of 
world's  silver 
supply.  Prices 
rise,  fall  back. 


1999  Gates 
buys  10%  of 
Apex  rival  Pan 
American.  Stock 
now  off  30%. 


3         Source  Bridge  Information  Systems. 
79  '81  83  85 

mental  cleanups.  Many  were  bailing  out 
of  the  business  instead  of  looking  to, 
say,  Latin  America,  where  geologists 
thought  there  were  still  big  deposits. 
Hecla  Mining,  the  largest  U.S.  producer, 
started  investing  in  industrial  metals. 
Sunshine  Mining,  in  Idaho,  was 
blanching  into  diamonds.  So  Kaplan 
decided  to  build  his  own  mine,  visiting 
250  properties  and  buying  options  on  a 
dozen  of  them. 

Now  for  the  financing.  Kaplan 
called  on  George  Soros,  whom  he  had 
hrough  his  hedge  fund  connec- 
tions. With  the  support  of  Soros 


phrasing  Munk's  description  of  his 
own  office. 

Could  the  doubters  be  wrong?  One 
evening  in  January  1995,  while  heat- 
ing coffee  over  a  campfire  in  the  Andes 
350  miles  south  of  La  Paz,  Buchanan 
noticed  a  golden  glow  in  the  distance. 
The  setting  sun  was  glancing  off  the 
hills  about  a  mile  away,  with  a  color 
and  intensity  that  suggested  big  out- 
croppings  of  silver-bearing  rock.  The 
next  day,  after  a  hike  to  the  area, 
Buchanan  telephoned  Kaplan.  Buy  up 
the  land,  he  advised.  Kaplan  eventu- 
ally did,  spending  $10  million  on  op- 


tions to  acquire  the  properties. 

Buchanan's  hunch  was  on  target, 
volcanic  eruption  7.5  million  years  a 
had  dispersed  silver  near  the  surface 
the  mountain.  Soon  after  the  discove 
Louis  Bacon,  head  of  Moore  Capil 
Management,  put  in  $7.5  million  b 
tempered  faith  with  practicality:  I 
hired  a  geologist  to  check  out  Kaplar 
claims.  Merrill  Lynch  estimates  th 
Kaplan  will  be  able  to  produce  silver  f 
$1.86  an  ounce,  net  of  the  procee 
from  selling  the  zinc  and  lead  that  mi 
be  taken  out  of  the  ore  first. 

Apex  went  public  in  Novemb 
1997,  raising  $60  million.  Two  yea 
later  Kaplan  raised  another  $97  milli( 
from  a  group  that  included  the  fund 
corporate  raider  Asher  Edelman  a 
Laurence  Tisch's  Loe 
_^_^_    Corp.  The  Soros  broth 
and  Bacon  now  each  co 
trol  a  20%  stake. 

Apex  stock  trades 
$10,  giving  the  compa 
an  enterprise  value  (de 
outstanding  plus  comm 
market  capitalization) 
$259  million,  or  55  cer 
per  ounce  of  proven  a 
probable  reserves.  T 
stock  is  even  cheaper  if, 
recent  tests  suggest,  i 
serves  are  actually  9 
million  ounces,  doub 
current  estimates.  But  t 
investing  has  just  begu 
Kaplan  needs  to  raise  a: 
other  $300  million  for  I 
mining  equipment  ai 
the  50  trucks  running  day  and  nig 
to  get  the  ore  to  a  Chilean  port  1. 
miles  away.  The  economics  look  gO( 
now  but  would  fall  apart  if  the  price 
zinc,  which  is  supposed  to  provi« 
60%  of  San  Cristobal's  revenues,  go 
down  too  far  from  its  recent  51  cen 
a  pound. 

Kaplan,  whose  20%  Apex  stake  is  r 
ready  worth  $70  million,  is  a  winner  i 
matter  what.  If  the  financing  does  n 
come  through,  he  can  always  sell  out 
a  better-capitalized  mining  compa] 
and  find  another  underappreciate 
commodity. 


I 
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lick  Flicks 

1  deo-on-demand  is  a  dream  that  never  dies, 
lut  by  the  time  the  cable  industry  figures  it 
ut,  the  market  may  have  passed  it  by. 


I  MARK  LACTER 

KEMEMBER  WHEN  THE  CABLE  GUYS 
first  discovered  the  wonders  of  in- 
teractive TV?  "Our  new  electronic 
l^erhighway  will  change  the  way  peo- 
1    use  television,"  swooned  Time 
I  rner  Chief  Executive  Gerald  Levin 
li  1993  press  release.  He  was  talking 
1  >ut  an  Orlando  cable  system  wherein 
Iich  potatoes  could  order  Hollywood 
■vies  or  pizzas  at  their  whim.  But  the 
out  was  a  financial  dud  and  Time 
rner  pulled  the  plug. 
The  company  has  been  a  lot  quieter 
>ut  its  latest  attempt  to  peddle  inter- 
ive  TV.  There  were  no  press  releases 
led  to  commemorate  a  new  video- 
demand  system  installed  in  40,000 
nes  last  December  on  the  Hawaiian 
nd  of  Oahu,  followed  more  recendy 
econd-tier  cities  Austin  and  Tampa- 
Petersburg.  AT&T,  whose  MediaOne 
kes  it  the  nation's  largest  cable  oper- 
r,  with  16  million  subscribers,  has  all 
me  video-on-demand  trial  under 
'  with  only  two  dozen  customers, 
n  in  Los  Angeles,  where  Paul  Allen's 


Charter  Communications  will  phase  in 
video-on-demand  service  to  600,000 
homes  this  summer,  the  news  merited 
barely  a  mention  in  the  entertainment 
capital's  newspapers. 

And  yet  logic  says  that  consumers 
want  it.  Michael  Burke's  three  kids  had 
an  annoying  habit  of  not  returning 
movies  to  the  video  store  on  time  and 
leaving  him  with  late  fees  of  S20  a  visit. 
That  was  before  Charter's  operations  in 
Suwanee,  Ga.  began  offering  in  1998  a 
hundred  or  so  movies  the 
customer  can  start  and  stop 
at  any  time. 

But  Blockbuster  doesn't 
have  to  worry  just  yet.  Only 
4.8%  of  Time  Warner's  12.7 
million  cable  subscribers  have 
the  broadband  wiring  that's 
capable  of  handling  the  service.  If  they 
do  sign  up,  they  have  to  fork  over  an- 
other S300  each  for  an  upgraded  set- 
top  box.  "It's  probably  mile  1  of  a  26- 
mile  marathon,"  Bruce  Leichtman, 
who  recently  left  as  vice  president  of 
media  and  the  Internet  at  the  Yankee 


Group,  says  of  cable's  hesitant  foray 
into  video-on-demand. 

While  the  cable  guys  were  digging 
expensive  ditches,  the  Internet  grew  up 
and  satellite  dishes  poached  their  cus- 
tomers, making  video-on-demand  less 
of  a  priority  than  hawking  local  phone 
service,  Internet  access  and  pay-per- 
view  porno.  There  are  also  the  personal 
set-top  boxes  from  Tivo  and  ReplayTV 
that  can  hold  a  half-dozen  or  more 
movies  on  a  hard  disk.  Blockbuster  has 
even  announced  a  deal  with  Tivo  to 
download  movies  onto  the  boxes. 

Yet  there  remains  that  dream  that 
someday,  somehow,  video-on-demand 
will  catch  on  with  cable  customers. 
Yankee  assumes  35  million  households 
will  have  access  to  digital  broadband  by 
the  end  of  next  year,  and  7  million  will 
subscribe  to  the  service.  If  each  home 
orders  three  movies  a  month,  at  S4  per, 
that  adds  up  to  S 1  billion  in  revenues. 

John  Sie  dreams  on.  The  chief  exec- 
utive of  Starz  Encore  Group,  he  runs 
premium  movie  channels  for  Liberty 
Media  Group,  the  grab  bag  of  media  as- 
sets that  is  overseen  by  John  Malone. 
With  several  billion  dollars'  worth  of 
distribution  deals  in  hand  from  Sony 
and  Walt  Disney,  Sie  is  betting  that 
cable  operators  will  speed  up  their 
launch  of  video-on-demand.  His  idea: 
A  cable  operator  would,  instead  of 
charging  per  view,  offer  an  on-demand 
library  for  a  flat  S6  to  S10  a  month. 

Putting  his  money  where  his  mouth 
is,  Sie  has  invested  S5  million  of  Lib- 
erty's money  in  DIVA  Systems,  a 
moneylosing  outfit  that  makes  inter- 


While  the  cable  guys 
were  digging  ditches, 
the  Internet  grew  up. 


active  equipment.  But  Sie  is  hedging 
his  bet  by  also  selling  content  through 
ReplayTV. 

Technology  says  video-on-demand  e 
should  happen.  The  experts  say  it  will  | 
happen.  But  it  may  not  happen  in  time  £ 
to  make  money  for  the  cable  guys.       F 
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Backseat  Driver  By  Jerry  Flint 


GM  Discovers  Sport  Utilities 


GOOD  NEWS  FOR  THE  ENVIRONMENTAL  CROWD: 
The  dominance  of  the  gas  guzzler  is  about  to  end. 
The  signs  are  there.  Ford  is  cutting  back  produc- 
tion of  the  Excursion,  the  biggest  four-wheeler  of 
them  all.  Sales  of  the  Ford  Expedition,  Jeep  Grand 
Cherokee  and  Dodge  Durango  trail  last  year's,  even  while 
overall  vehicle  sales  are  the  strongest  ever.  General  Motors 
trucks  and  sport  utilities  are  doing  better,  but  they  were  new 
last  year  and  are  catching  up. 

This  doesn't  mean  that  sales  of  these  behemoths  will 
flatten  like  roadkill.  But  car  buyers  are  changing  direction. 
They  still  want  versatility  and  all-wheel-drive,  but  they 
want  lower-priced  vehicles,  more  like  $20,000  than 
$35,000,  and  they  want  better  mileage,  more  like  25  miles 
per  gallon  than  15. 

Now  the  bad  news.  Some  guys  haven't  gotten  the  message. 

Just  when  everyone  is  talking  about  high  fuel  prices,  GM 
says  loudly  and  clearly  that  it  will  focus  on  sport  utilities  and 
trucks  rather  than  cars. 

I  understand  GM's  thinking.  It's  years  behind  Ford  and 
Chrysler  in  sport  utilities,  minivans  and  pickups.  So  GM's  ex- 
ecutives want  the  world  to  know  they  will  be  catching  up. 
Good  old  GM:  a  day  late  and  a  dollar  short.  You  would  think 
the  public  relations  people  would  tell  them  to  stop  bragging 
about  all  the  new  big  stuff  they  have  coming  and  talk  about 
the  smaller  stuff  with  better  fuel  economy. 

Gasoline  prices  are  the  news,  and  the  buying  trend  is 
moving  to  small  vehicles  such  as  Chrysler's  PT  Cruiser  and 


Jiming  Is  Everything 


Check  out  a  mall  parking  lot  and  you'll  be  hard  pressed  to 
find  a  sedan  amid  the  towering  sport  utes  and  minivans. 
But  lately  there  are  signs  that  sales  of  these  light  trucks 
are  slowing— just  as  GM  has  decided  it's  time  to  get  serious 
about  the  segment. 


US.  vehicle  sale!  (mil) 
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Ford's  Escape  (going  in 
production  now).  GM  is  18 1 
24  months  behind  Chrysl 
and  Ford  in  building  vehicl 
that  are  based  on  car  frame 
not  truck  frames.  The  ca 
based  vehicles  are  smalh 
cost  less  and  get  better  fu 
economy.  (Don't  get  ni 
wrong,  trucks  are  fun.  Tl 
other  weekend  I  drove  tl 
Ford  Lightning,  which  is 
small  pickup  truck  with  a  360hp  supercharged  V-8  engiij 
I  loved  it,  but  I  spent  $40  on  gasoline  that  weekend.  ThereT 
nothing  like  $2-a-gallon  fuel  to  quickly  change  the  allure  | 
gas  guzzlers.) 

Here's  some  advice  for  General  Motors: 

1 .  Produce  car-based  four-wheel-drive  vehicles  that 
25  miles  per  gallon — quickly.  GM  has  at  least  two  in  tl 
works,  one  from  Saturn  and  one  to  be  built  in  a  GM-Toyc 
venture  in  California.  These  must  come  out  on  time  becai 
they  will  be  two  years  behind  Ford  and  Chrysler  and  fo 
years  behind  Honda  and  Toyota.  GM  should  get  its  assemt 
line  up  to  full  speed  in  60  days,  not  6  months.  There's 
time  for  excuses. 

2.  Design  a  competitor  for  the  retro  Chrysler  PT  imm 
diately  Your  designers  aren't  good  enough.  Hire  some  fro 
Chrysler.  There's  no  shame  in  that.  Do  not  use  your  Japa 
ese  allies — Suzuki,  Subaru,  Isuzu — to  help  you.  You  alrea 
have  enough  boring  vehicles. 

3.  Develop  all-wheel-drive  cars.  All-wheel  transfi 
power  from  wheels  that  begin  to  spin  to  those  that  have  b 
ter  traction,  gripping  the  road  tighter  in  slippery  conditio! 
There  are  no  all-wheels  from  GM,  Ford  or  Chrysler  and  no 
in  the  works  to  my  knowledge.  Audi  and  Subaru  have  the 
and  a  small  Jaguar  will,  too.  Hire  people  from  Volkswag 
and  Audi;  they  know  this  technology,  you  don't. 

All-wheel  drive  not  only  gives  you  good  road  control  I 
also  reasonable  fuel  economy.  And  unlike  the  sport  utilit 
with  truck  chassis,  you  get  a  smooth  ride  and  no  coffee 
your  lap  after  every  chuckhole. 

What  will  happen  to  profits  when  sales  of  the  bigg 
SUVs  begin  to  slide?  Don't  worry.  There's  lots  of  profit  in  I 
auto  business.  Build  the  vehicles  people  lust  after,  and  t 
profits  will  follow. 


ca 


Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the 
automobile  industry  since  1958.  Visit  his  forum  at  our  Web  si, 
www.forbes.com/flint. 
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The  new  Bentley  Arnage  Red  Label.  UK)  hp.  590  Ib-fi  of  torque.  A  combination  unmatched 
l>\  am  other  production  sedan  in  the  world.  Call  1-877-300-8803  or  visit  beiitleymotors.eora! 


BENTLEY  MOTOR  CARS 


Boys  Will  Be  Boys 

Wackenhut  says  its  prisons  are  no  worse  than  the 
public  ones.  Is  that  good  enough? 


BY  MARK  TATGE 

WACKENHUT      CORRECTIONS, 
the  nation's  number  two  pri- 
vate prison  operator,  insists  it 
does  not  have  an  image  problem. 

Sure,  there  have  been  stabbings, 
riots  and  sexual  assault  indictments  at 
Wackenhut-run  lockups.  But  this  stuff 
happens  at  prisons,  the  company  says. 

Maybe,  but  investors  have  reason  to 
wonder.  Once  a  Wall  Street  darling, 
Wackenhut,  with  48  prisons  and  1999 
revenues  of  $438  million,  has  fallen  hard. 
Wackenhut's  stock  is  down  65%  in  the 
past  year  from  a  high  of  $21.  There's 
probably  no  better  sign  that  Wackenhut  is 
hurting  than  its  recent  hiring  of  Los  An- 
geles crisis  p.r.  man  Michael  Sitrick.  He's 
the  guy  who  helped  Food  Lion  battle  ABC 
and  wrote  the  book  Spin:  How  to  Turn 
the  Power  of  the  Press  to  Your  Advantage" 
(FORBES,  Nov.  15,  1999). 

"There  are  violent  people  in  these 
prisons.  This  isn't  summer  camp,"  says 
Sitrick.  "Are  these  guys  [Wackenhut]  any 
better  or  worse  than  public  prisons?" 

That's  a  switch.  This,  after  all,  is  the 
industry  that  several  years  ago  said  it 
would  do  a  better  job  than  the  public 
sector:  Not  only  will  taxpayers  save  a 
bundle,  but  they'd  teach  government 
something  about  managing  hooligans. 
Easier  said  than  done.  In 
Texas,  12  former  Wacken- 
hut employees  have  been 
indicted  on  charges  that 
they  raped  or  had  sex  with 
female  inmates  at  a  state  iail 
in  Austin.  Texas  officials 
have  taken  control  of  the 
lockup.  In  Louisiana,  the 
U.S.  Justice  Department 
sued  Wackenhut,  alleging 
that  guards  were  beating 
young  boys,  throwing  gas 

-  into  their  barracks  and  holding 
!   long  periods  in  isolation. 
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Wackenhut,  which  surrendered  the 
prison,  disputes  the  allegations. 

And  if  that  wasn't  bad  enough,  two 
prisons  in  New  Mexico  that  Wackenhut 
was  hired  to  run  were  plagued  by  stab- 
bings and  deaths  last  year.  State  police 
were  rushed  in  when  300  inmates  ri- 
oted. Wackenhut  blames  the  state  for 
sending  it  rival  gang  members  who  had 
scores  to  settle. 

Wackenhut  Chief  Executive  George 
C.  Zoley  says  that  such  problems  are 
all  part  of  running  prisons.  "If  some- 
one wants  to  get  in  a  food  fight  at  one 
of  our  prisons  there  is  very  little  we 
can  do  to  stop  that,"  he  says.  "We  have 
had  some  operational  issues  at  our 
higher  security  prisons,  but  those  issues 


Just  a  food  fight?  Wackenhut  Chief  George 
Zoley  getting  grilled  by  60  Minutes  //over 
alleged  abuse  at  a  Louisiana  juvenile  center. 


have  settled  down 
Wackenhut,      56' 
owned  by  Wackenfr 
Corp.,  the  Palm  Beac 
Gardens,  Fla.  securi 
firm,  has  added  an  on 
budsman,  an  investig 
tive  arm,  cameras 
monitor  its  prison  sta 
and  regional  vice  presidents  to  monit< 
facilities.  All  this  costs  money,  which 
one  reason  why  expenses  have  been  ri 
ing  faster  than  revenue  at  Wackenhut 
About  60%  of  the  cost  of  running 
prison  is  labor.  Wackenhut  and  the 
dustry  leader,  Corrections  Corp 
America,  have  had  more  than  the 
share  of  problems  because  they  inep 
managed  the  prisons,  among  oth 
things  hiring  poorly  trained  guards 
one  CCA  prison  in  Youngstown,  Ohi 
for  example,  six  prisoners  escaped  aft 
finding  out  motion  detectors  werer 
working. 

All  this  bad  publicity  comes  wh< 
voters  are  pressuring  elected  officials 
spend  less  on  prisons  and  more  on  e 
ucation.  Crime  is  dow 
and  the  trend  is  towa 
keeping  drug  offende 
and  nonviolent  crin 
nals  out  of  jail. 

Recognizing  th 
Zoley  is  steering  Wac 
enhut  toward  openii 
higher-security  priso: 
paying  more  per  pri 
oner — a  daily  average 
$44.58  per  inmate,  i 
from  $38.43  in  1996.  B 
that's  no  panacea  for  a  weak  botto 
line;  high-security  prisons  cost  mo 
to  build  and  operate.  Moreover,  a 
counting  rules  now  dictate  prise 
companies'  expense  salary  and  trai 
ing  related  to  opening  a  facility  u 
front  rather  than  spreading  them  ov 
time.  Which  is  one  reason  why  ear: 
ings  are  suffering.  Wackenhut's  re 
enues  rose  at  an  annual  compour 
rate  of  39%  between  1994  and  199 
while  profits  grew  even  faster  at  58c 
This  year  earnings  will  be  flat  at  $1  p 
share.  For  the  growth-stock  fans  Wac 
enhut  used  to  have,  that's  criminal. 
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B2B  or  Not  to  Be 

Can  an  academician— and  the  Internet— rescue  a 
century-old  commodity  exchange  from  oblivion? 


BY  BRANDON  COPPLE 

JAMES  MCNULTY  AWAKENS  EVERY 
day  at  around  3:30  a.m.  to  read  for 
an  hour.  These  days  he's  learning 
about  the  imminent  water  shortage  in 
the  U.S.  How  to  avert  a  catastrophe? 
Create  a  mechanism  to  buy  and  sell 
water  all  over  the  world.  "I  believe  in 
markets,"  he  says. 

Looming  disaster  occupies  Mc- 

Nulty's  mind  during  the  workday,  too. 

As  the  new  chief  executive  at  the 

ago  Mercantile  Exchange,  he  is 
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charged  with  saving  the  102-year-old 
institution  from  terminal  irrelevance.  A 
mighty  task:  In  the  last  decade  open- 
outcry  exchanges  like  the  Merc  have 
been  clobbered  by  cheaper,  faster  on- 
line trading  services.  In  1998  electronic 
trades  were  27%  of  all  activity,  up  from 
2%  in  1986. 

But  rather  than  fighting  the  exodus 
to  the  Web,  McNulty  hopes  to  join  it. 
He  is  betting  that  online  exchanges  for 
commodities  like  chemicals  or  energy 
would  pay  the  Merc  to  help  consum- 


mate transactions  entered  on  the 
Internet. 

The  Merc's  clearinghouse 
that  is,  would  guarantee  contracts 
between  buyers  and  sellers.  Typi- 
cally, these  Net  partners  close 
transactions  and  agree  to  pay- 
ment terms  themselves,  leaving 
sellers  to  evaluate  the  buyer'} 
credit  on  their  own.  The  cost  oi 
that  assessment,  plus  any  credii 
risk  the  seller  perceives,  is  buili 
into  the  commodity's  price.  The 
Merc  could  shrink  that  frictiona 
cost,  as  it  already  does  on  its  owr 
exchange,  where  its  member; 
(firms  like  Goldman  Sachs  anc 
Salomon  Smith  Barney)  havt 
posted  a  combined  $64  billion  it 
assets  to  guarantee  their  trades.  J 
more  efficient  market  coulc 
bring  in  futures  and  options  con 
tracts  on  commodities  like  watei 
or  ethylene.  That  should  lure  ar 
bitragers  and  marketmakers- 
and  bring  still  more  liquidity  t( 
the  market. 

Last  year  the  not-for-profit 
member-owned  Merc  collected 
$138.5  million  in  fees  for  clearinj 
201  million  transactions  totalin; 
$138  trillion.  That's  a  tiny  slive 
of  cost — one  one-millionth  of 
percentage  point.  A  consortiun 
of  chemical  or  energy  traden 
might  be  happy  to  pay  it. 

A  rumpled,  cerebral  nativi 
Chicagoan,  McNulty  looks  mon 
like  an  English  professor  than 
corporate  executive.  In  fact,  hi 
master's  thesis  at  University  Col 
lege  in  Dublin,  Ireland  was  a  lin 
guistic  analysis  of  the  works  of  Samue 
Beckett. 

But  McNulty  left  academia  after  re) 
alizing  that  it  could  satisfy  only  his  in 
tellectual  curiosity,  not  his  love  of  ac 
tion.  The  scholar  proved  his  corporat 
metde  trading  foreign  currency  option 
at  O'Connor  &  Associates  (later  ac 
quired  by  Swiss  Bank);  there  McNult 
developed  a  sophisticated  set  of  servic 
agreements  between  O'Connor  an< 
First  Chicago  that  linked  the  broker 
dealers'  trading  skills  and  technology  t< 


I   BELIEVE   IN   FREE  SPEECH 
AND   FAT-FREE   CANNOLIS. 

MY  IDEA  OF  AN  SUV  IS  A  GOLF  CART. 

I   SUBSCRIBE  TO   MAGAZINES, 
NOT  LOTTERY  TICKETS. 

CASPER   CAN  AFFORD  TO   BE 
ON   HIS   BACK  FOR   MONTHS. 


Who  you  are  is  your 
business.  Disability 
Income  Insurance  is  ours. 
Help  insure  that  your 
household  continues  to 
have  an  income.  Visit 
www.massmutual.com 


MassMutual 
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THE    BLUE    CHIP   COMPANIES 
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Small-Business  Owners... 


Is  the  SIMPLE  IRA  Plan 
right  for  you? 


T.  Rowe  Price  can 
help  you  find  out. 

If  you're  a  small- 
business  owner  and 
want  to  start  a  retire- 
ment plan  for  you 
and  your  employees, 
you  should  consider 
this  option. 


Retirement  plans  for 
small-business  owners 


Our  free  guide 
will  help  you 
compare  your 
retirement  plan 
options.  You 
can  choose 
the  one  that's 
best  for  you 
and  your 
business. 


The  SIMPLE  IRA 

retirement  plan  is 

like  a  401  (k)  in  that 

both  you  and  your 

employees  contribute 

to  the  plan.  The  difference  is  that  the  SIMPLE  IRA  is 

much  easier  to  set  up  and  less  expensive  to  maintain.  Plus, 

your  contributions  to  the  plan  are  generally  tax-deductible 

as  a  business  expense,  and  there  are  no  IRS  filings  required. 

Act  before  the  October  1  deadline.  Call  T.  Rowe  Price 

today.  We'll  send  you  our  free  Retirement  Solutions  guide, 
along  with  our  SIMPLE  IRA  kit.  Remember,  you  only  have 
until  October  1  to  set  up  your  plan  for  2000. 


For  your  free  kit,  call  our 
retirement  representatives  today 

1-800-831-1421 

www.  troweprice.  com 


Invest  Willi  Confidence 

T.RoweRice 
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Imenl  Services,  Inc.,  Distributor 
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the  big  bank's  clients  and  capital.  Fir: 
Chicago  (now  Bank  One)  still  dom 
nates  the  corporate  market  for  foreigr 
currency  options. 

Can  technological  skills  shake  th 
Merc's  reputation  as  an  outdated  an 
cumbersome  old  exchange?  The  hea 
of  the  Merc's  e-commerce  operatioi 
Satish  Nandapurkar,  has  already  m< 
with  skepticism  about  the  exchange 
agility  among  the  20  or  so  Internet  « 
changes  he  has  called  upon.  "They'i 
used  to  moving  on  the  order  of  da^ 
and  weeks;  the  old  Merc  moved  i 
months  and  years,"  says  Nandapurkai 

Recent  history  seems  to  support  tr< 
doubts.  The  exchange  spent  a  year  di 
cussing  changes  to  the  contract  specif 
cations  on  interest  rate  futures  whi 
the  proposals  bounced  around  con 
mittees.  In  1997  Merc  chairman  emer 
tus  Leo  Melamed  envisioned  24-hoi 
electronic  trading  on  a  smaller  versic 
of  a  futures  contract  for  the  S&P  5 
index.  It  took  Melamed,  a  Merc  ico 
six  months  of  meetings  and  arm-twis 
ing  to  convince  members  to  go  along 

Perhaps  a  new  era  is  dawning, 
lune  6  the  Merc  became  the  first  U. 
exchange  to  embrace  demutualizatio 
when  98%  of  its  members  voted  to  tu 
their  seats  into  stock  and  the  Merc  in 
a  for-profit  corporation.  With  th 
mandate,  McNulty  will  cut  the  Men 
board  from  39  to  19  directors  and  elir 
inate  all  but  20  of  the  exchange's  21 
committees.  Immediately  after  his  hi 
ing  in  February,  the  new  chief  asser 
bled  the  Merc's  nine  top  managers  f 
a  three-day  retreat  filled  with  lectin 
on  shareholder  value  and  the  cost 
capital.  McNulty  delivered  the  tal 
himself,  drawing  on  his  experience  le 
turing  executives  worldwide  on  ti 
same  subjects. 

It  was  a  crash  course  for  a  good  r< 
son:  The  Merc  should  clear  Interr 
Revenue  Service  hurdles  and  becom< 
corporation  by  year-end.  Six  mont 
after  that  members  will  be  allowed 
sell  a  quarter  of  their  stock,  and  ni 
months  after  that,  all  the  25  milli< 
shares  will  become  transferable.  T 
public  shareholders  are  going  to  wa 
to  see  some  profits. 


.ILAN  •  MADRID  •  DUBA. 


10  •  DAKAR  •  TOKYO  •  SINGAPORE  •  BALI  •  SYD 


ELBOURNE  •  BANGKOK  •  BOSTON 


5LIN    •    FRANKFURT    •    MONTE    CARLO    •    NICI 


.CELONA    •    BAHRAIN    •    RIO    DE- 


These  days  Milligan  (right, 
^iffth  sfnger  Troy  Home) 
^ads  scores— not  proxies. 
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Jim  Milligan  became  a  millionaire  at  28  by  selling  mutual  funds.  Then 
he  got  cancer.  Now  he's  back— selling  struggling  artists. 


BY  JOANNE  GORDON 

JAMES  MILLIGAN  WAS  ANTSY.  A  PRIVATE  JET  TAK- 
ing  him  and  a  band  he  managed  to  the  NBA  finals  in 
Indianapolis  was  grounded  in  New  Jersey  by  foul 
weather.  The  struggling  musicians  were  to  play  out- 
side the  supercharged  arena,  where  they  might  get 
the  exposure  they  badly  needed.  Frustrated,  Milligan  gazed 
at  other  stranded  jets.  Then  an  idea  struck. 

"Come  on,  Troy."  Milligan  grabbed  the  lead  singer  and  a 
stack  of  Troy  Home  compact  discs.  They  approached  pilots 
in  each  plane's  cockpit  and  handed  them  CDs  through  the 
window.  "You  can  play  these  for  passengers  while  they  wait," 
screamed  Milligan  above  the  engines.  Soon  a  gaggle  of  main- 
tenance guys  crowded  around  the  unknown  singer  to  get  au- 
tographs. A  sympathetic  airline  executive  said  she  would  put 
the  music  on  all  the  private  jets. 

Okay,  it  wasn't  the  basketball  finals  but  Milligan  got 
300  of  the  band's  CDs  in  circulation  turning  a  lemon 
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into  lemonade.  That's  not  unusual  for  Milligan.  He  ma< 
millions  marketing  Wasatch  Advisors  mutual  funds,  retire 
fought  cancer  and  switched  careers — all  by  the  age  of  32.  F 
is  a  case  study  on  how  to  transfer  skills  from  one  line  of  bu: 
ness  into  another. 

Milligan  was  a  24-year-old  kid  just  out  of  the  Universi 
of  Utah  when  he  joined  Wasatch  Advisors  in  1992  as  a  $ 
an-hour  researcher.  Wasatch  was  a  15-year-old  mon 
management  firm  with  $200  million  in  private  accour 
and  a  piddling  $9  million  in  mutual  funds.  Content  to  st 
small,  it  probably  would  have  done  so  had  Milligan  n 
been  inspired  to  get  Wasatch  on  Charles  Schwab  &  Co 
national  distribution  network. 

How  he  did  it  was  classic  Milligan  marketing.  His  e 
ploits  included  hanging  out  in  Schwab's  San  Francis 
lobby  to  bump  into  executives,  and  paying  a  hotel  bellhi 
to  hand  out  Wasatch  T  shirts  at  a  Schwab  conferen< 
Wasatch  joined  Schwab  in  1995;  within  one  year  its  muti 


Anient  Technologies,  Inc.  2000 


^^5  made  real. 


Notice  the  way  the  bubbles  catch  the 
light?  We  did.  Photonic  switching  from 
Agilent  can  deliver  the  wide-open  speed 
of  an  all-optical  network  by  bending  light 
with  bubbles.  Bottlenecks  are  broken. 
Fiber  is  uncorked.  Data  flows  like,  well, 
you  know.  Cheers. 


Agilent  Technologies 

Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


fund  assets  hit  $600  million. 

"Milligan  goes  down  streets  that  lead  to  blind  alleys,  but      J 
that  doesn't  stop  him,"  says  ex-boss  Roy  Jespersen,  a  Wasatch 
director. 

By  1998  Milligan's  equity  stake  in  the  company  was 
worth  $5  million  and  his  salary  plus  bonus  was  $650,000. 
When  Wasatch  decided  to  close  its  funds  to  new  investors, 
Milligan  decided  to  quit.  He  planned  a  year-end  1998  retire- 
ment, funded  with  $3  million  from  selling  stock  back  to  the 
company  at  a  discount.  But  shortly  after  Thanksgiving  he 
woke  up  with  a  lump  in  his  neck  that  was  so  large  he  could 
not  button  his  dress  shirt.  He  was  diagnosed  with  Hodgkin's 
lymphoma;  doctors  found  tumors  throughout  the  right  side 
of  his  upper  body.  During  seven  months  of  biweekly 
chemotherapy  and  nightly  shots  given  by  his  wife,  Rose- 
marie,  Milligan  kept  busy. 

"I  used  to  forget  that  I  was  going  for  chemo,"  he  says.  He 
windsurfed,  played  with  his  two  daughters,  remodeled  his 
house,  attended  rock  concerts. 

Then  in  an  Oregon  parking  lot  outside  of  a  Dave  Mathews 
show  in  July  1999  he  met  a  guy  playing  a  sweet  guitar.  Milli- 
gan was  struck  by  the  man's  fruitless  efforts  to  make  it  as  a 
musician.  This  chance  encounter  led  Milligan  to  decide  to  go 
back  to  work  and  rechannel  his  sales  skills  into  helping  artists. 

"Here  we  were  with  50,000  people  paying  to  see  a  band, 
and  this  guy  was  just  as  talented,"  says  Milligan.  "I  saw  both 


Barefoot  and 
prescient:  Milligan, 
the  ubcr-markctcr. 


Mercedes-Benz  continued  its  tradition  of  winning  by  capturing  the  1998  and  1999  Formula  One  World  Champior 
the  most  prestigious  title  in  motor  racing.  And  be  sure  to  watch  for  our  "Silver  Arrow"  cars  as  we  race  in  th, 
Grand  Prix  this  September  24th.  For  information,  call  1-800-FOR-MERCEDES  or  visit  us  at  www.MBUSA.com.  Motor 
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huge  disparity  and  a  huge  opportunity." 

Last  September  he  started  Freedomzone  in  the  guest 
ause  at  his  home  in  Salt  Lake  City.  One  month  later  the 
incer  went  into  remission.  His  new  life — and  career — 
eked  into  high  gear.  Freedomzone  represents  musicians, 
unters  and  filmmakers.  It  helps  unknown  artists  like  Troy 
orne  get  exposure  through  nontraditional  distribution 
lannels.  Forget  small  clubs.  Milligan's  bands  perform  at 
>orting  events,  political  rallies,  fundraisers — any  place 
owds  are  guaranteed. 

His  latest  brainstorm  is  to  pair  musicians  with  mutual 
nd  firms.  Don't  laugh.  This  fall  the  $3.5  billion  Managers 
jnds  will  produce  a  CD  that  not  only  has  portfolio  man- 
;ers  talking  about  their  investment  styles  (snore)  but  also 
eludes  songs  from  Freedomzone  bands.  "The  music  will  get 
:ople  to  keep  the  CD,"  says  Managers  President  Peter 
rbovitz,  who  met  Milligan  eight  years  ago. 

One  brainstorm  is  to  pair 

musicians  with  mutual  fund 

managers.  Don't  laugh. 

There's  a  CD  in  the  works. 


The  pluck  that  got  Milligan  so  far  at  Wasatch  is  magni- 
fied at  Freedomzone.  "Jim  will  walk  up  to  anybody  and  just 
start  talking,"  says  soft-spoken  lead  singer  Home. 

His  band  joined  Freedomzone  in  October,  despite  interest 
from  Madonna's  Maverick  Records.  It  was  a  risk.  With  a 
known  label  Home  could  have  a  direct  line  into  outlets  like- 
music  retailers  and  MTV.  But  he  could  also  get  lost  among  the 
other  young  bands. 

With  Freedomzone  Home  is  betting  on  hands-on  cus- 
tomer service  from  a  proven  salesman  who — as  the  sole  in- 
vestor— has  already  put  $500,000  into  the  company. 

Milligan's  creativity,  as  well  as  his  monied  network,  helps 
him  unearth  new  channels  for  distributing  artists'  work.  In 
late  June  Home  performed  at  a  Colorado  Rockies'  pregame 
show;  the  ball  club's  co-owner  Charles  Monfort  is  a  friend  of 
Milligan's.  A  cold  call  to  Wal-Mart  last  September  resulted  in 
the  retailer's  verbal  agreement  in  June  to  distribute  Freedom- 
zone  CDs.  Milligan  also  got  Levi's  to  sponsor  Freedomzone's 
summer  tour  of  three  bands  after  his  former  Wasatch  boss 
introduced  him  to  Levi  Strauss  Chief  Executive  Philip 
Marineau. 

Milligan  predicts  he'll  be  profitable  next  year  on  the 
strength  of  the  Wal-Mart  distribution,  or  maybe  the  finan- 
cial CDs,  or  perhaps  the  deal  pending  with  a  restaurant  chain 
that  he  can't  name.  "All  it  takes  is  one  Wal-Mart  or  one  huge 
Wall  Street  firm,"  he  says.  Can  you  say  Charles  Schwab?      F 
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BY  PETER  BRIMELOW 

Sign  of  a  Bubble? 

Quietly,  foreign  ownership  of  U.S.  securities  has  reached 
extraordinary  proportions.  But  any  reversal  could  be  loud. 

IS  THE  U.S.  BORROWING  ITS  PROSPERITY  FROM  FOREIGNERS?  THE  CHARGE  WAS  COMMON  AT  THE 
height  of  the  Reagan  boom  in  the  late  1980s.  But  lately  it  seems  to  have  disappeared.  Funny  thing, 
because  now  it's  probably  true. 
Daniel  Bernstein,  research  director  of  Westport,  Conn.-based  Bridgewater  Associates,  says  the 
phenomenon  is  partly  benign — reflecting  the  greater  integration  of  global  capital  markets,  to  be 
viewed  in  the  context  of  U.S.  ownership  of  foreign  securities.  But  it  also  represents  the  financial 
consequences  of  the  current  U.S.  account  deficit.  Capital  inflows  from  abroad  match  the  excess  of 
imports  over  exports. 

"Interest  rates  have  been  lower  because  foreigners  have  seen  the  dollar  as  a  store  of  value," 
Bernstein  says.  The  problem:  If  the  economy  and/or  the 
dollar  weaken,  foreigners  might  change  their 
minds  in  a  hurry.  "If  you  think  the 
market  is  a  bubble,"  says  Bernstein 
(who  tends  to  think  it  is),  "all  this 
could  help  it  pop  faster."  F 

Research:  EDWIN  S.  RUBENSTEIN. 

research  director,  Hudson  Institute, 
Indianapolis,  edwinr@hudson.org. 
Graphics:  DAVID  LADA. 
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premier  wine  growing  region, 

(jma  makes  wines  that  are 

earning  international  awards 

like  these: 


1998 

Winery  of 
the  Year 

San  Francisco  Inl  I  \\  ine  Competition 
2.fHM)  wine*  entered  from  over  600  wineries 

I  EBNATIONAL 

Winery  of 
the  Year 

1998  \  initalu  Int  I  \\  ine  Competition  I  Veronal 
l.i^2  uinet  entered  from  22  countries 


1  998 

Best 
Chardonnay 


Int  I  W  ine  6c  Spirits  Competition  (London) 
1995  (fallo  •>]  .Sonoma  restate  (^naraonnau 
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aggering,  two- 
fisted  entrepreneur 
unning  Qwest 
Communications 
end  up  owning  a 
clunky  old  regional 
Bell,  and  what 
on  earth  can 
he  do  with  it? 

YCARLEEN  HAWN 


Hwest  is  going  to  be  one  of  the  leg 
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ONE  AFTERNOON  A  FEW  WEEKS  AGO  JOSEPH  P. 
Nacchio,  the  51 -year-old  chief  executive  of 
Qwest  Communications  International,  was 
ready  to  gloat.  The  boards  of  Qwest  and  U  S 
West  had  just  ratified  Qwest's  $58  billion  ac- 
quisition of  the  Baby  Bell,  culminating  a  hos- 
tile takeover  that  was  bitter  enough  to  make 
even  Henry  Kravis  wince. 

In  the  months  before  US  West  surrendered,  Nacchio  had 
raked  over  the  Bell  as  a  poorly  run,  bureaucratic  mess.  He  had 
sniped  at  its  top  executives,  impugned  their  intelligence  and 
even  questioned  their  psychological  stability.  On  an  appear- 
ance on  CNBC  he  had  derided  the  behavior  of  US  West  Chair- 
man Solomon  D.  Trujillo  as  "bizarre." 

Now  that  he  had  won,  it  was  time  for  Joe  Nacchio  to 
make  nice  with  the  61,000  people  at  U  S  West  who  had  just 
become  most  of  his  work  force.  Instead,  his  first  act  was  to 
do  a  little  needling.  Weeks  earlier  he  had  issued  a  challenge  to 
U  S  West  Wireless  Chief  Peter  Mannetti,  one  of  the  few  sur- 
vivors among  the  Bell's  brass:  If  Mannetti  wanted  to  keep  his 
job,  he  had  30  minutes  after  the  takeover  closed  to  fix  the 
giant  sign — "U  S  West  Wireless" — on  the  office  building 
down  the  street  from  Qwest's  in  Denver.  So  in  his  first  mo- 
ments as  head  of  the  combined  company  Nacchio  strode 
over  to  his  desk,  picked  up  the  phone  and  dialed  Mannetti: 
"Peter,  the  clock  is  ticking,"  he  boomed. 

Twelve  minutes  later  Mannetti  rang  back  and  beckoned 
Nacchio  to  the  window:  A  big,  blue  vinyl  "Q"  flapped  in  the 
breeze  15  stories  above  Lincoln  Street,  just  large  enough  to 
conceal  the  "US"  in  US  West.  Now  the  sign  reads:  "QWest 
Wireless."  Nacchio  cackled  approvingly.  "When  you  say  you're 
gonna  do  something,  you  do  it.  Image  is  important,  and  by 
that  I  mean  self-image,"  he  explained  later. 

It  was  easy  to  drape  a  piece  of  vinyl  over  a  fiberglass  logo. 
It  will  be  something  else  altogether  for  Nacchio  to  transform 
the  sclerotic,  heavily  regulated  Bell — with  annual  sales  three 
times  Qwest's  $4  billion  and  with  six  times  its  payroll — into  a 
digital-sawy  growth  engine.  Nacchio  must  shape  up  the  weak- 
est local-phone  giant  in  the  U.S.,  with  the  fewest  customers  per 
square  mile,  the  toughest  terrain  of  inaccessible  mountains 
and  vacant  plains  and  a  sendee  record  so  infamous  the  Bell 
can't  shake  the  nickname  of  U  S  Worst. 

Fixing  it  will  be  ugly — as  many  as  14,000  layoffs  (a  20% 
cutback),  $4.4  billion  in  cost  savings  by  2005  and  still  other 
jolts,  all  to  be  imposed  under  the  hard  eyes  of  recalcitrant 
unions  and  pesky  regulators  in  14  states.  The  toughest  job  of 
all,  however,  may  be  Nacchio's  effort  to  win  over  thousands  of 
loyal  Bellheads  after  months  of  maligning  their  employer. 
Without  them  his  avowed  dream  of  building  Qwest  into  a 
world-beater  ain't  gonna  happen. 

Nacchio  says  he  wishes  things  hadn't  gotten  so  nasty  but 
makes  no  apologies  for  it.  Success  can  make  up  for  a  lot  of 


d handJn torn e t c o mmunieations  companies.  Globally." 
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things.  "Whether  we  stand  alone,  take  over  another  company 
or  become  part  of  someone  else,"  he  declares,  "Qwest  is  going 
to  be  one  of  the  leading  broadband  Internet  communications 
companies.  Globally." 

Wait  a  minute — become  part  of  someone  else7.  Uncer- 
tainty is  a  piece  of  the  Nacchio  puzzle.  He  professes  to  be 
bent  on  world  domination,  yet  some  people  get  the  feeling 
he  may  just  sell  out.  He  pondered  doing  just  that  in  March, 
flirting  with  Deutsche  Telekom  even  as  he  prepared  to  close 
the  deal  to  buy  U  S  West.  After  getting  humiliated  at  AT&T 
and  ending  a  three-decade  career  there,  he  has  built  Qwest 
into  a  telecom  powerhouse  in  just  three  and  a  half  years, 
sending  sales  up  fifteenfold  and  the  size  of  its  fiber  network 
up  tenfold.  His  stake  in  this  outfit  is  worth  S450  million 
today.  If  he  sells  the  company  and  loses  his  job,  he  stands  to 
gain  another  S360  million. 

But  his  conquest  of  U  S  West  is  about  a  whole  lot  more 
than  just  building  a  new  kind  of  telco.  Joe  Nacchio  has  some- 
thing to  prove.  He  sounds  more  like  a  conqueror  than  a  states- 
man: "We're  a  predator....  We're  going  to  change  the  indus- 
try... .  We  don't  fear  anything." 

He  is  a  man  in  a  hurry.  Qwest  steamrolled  the  U  S  West 
deal  over  eight  state  agencies  and  three  federal  bureaucracies 
in  only  49  weeks;  Bell  Atlantic's  acquisition  of  GTE  took  23 
months,  and  SBC  Communications'  takeover  of  Ameritech 
took  17  months  from  when  it  was  announced.  "Nobody 
thought  we  could  do  that,"  Nacchio  boasts. 

In  fact,  more  than  a  few  of  the  fund  managers  who 
relished  Quest's  75%  annual  revenue  growth  thought  he 
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Let  the  schmoozing  begin:  Joe  Nacchio  hits  the  hustings  to  win  tti 
hearts  of  61.000  U  S  Westerners— many  of  whom  will  get  the  ax. 

shouldn't  have  attempted  to  do  it  at  all.  US  West's  poky  19) 
pace  of  growth  would  dilute  the  story.  Qwest  had  the  best  fib  I 
optics  billions  could  buy,  while  US  West's  net  included  entii 
regions  of  antiquated  copper  lines  in  dire  need  of  upgrading 
Qwest  paid  no  dividend  and  plowed  profits  back  into  its  nek. 
work;  U  S  West's  net  earnings  were  a  hefty  $1.6  billion  f 
1999 — but  three-fourths  of  it  went  to  dividends.  And  wh* 
Qwest  stock  had  enjoyed  a  rise  of  128%  in  the  18  months  eal 
ing  just  before  the  takeover  plan  was  announced,  U  S  VNfiB 
shares  had  risen  just  30%. 

So  when  a  triumphant  Nacchio  announced  the  deal  | 


d  US  West  in  July  1999,  Qwest  shares,  trading  near  $35, 
"denly  lost  25%  of  their  value.  Over  the  next  three 
lths  nearly  all  of  Qwest's  roster  of  institutional  share- 
iers  defected. 

Aall  Street  just  didn't  get  it,  Nacchio  says.  U  S  West 
Jd  instantly  raise  Qwest's  annual  cash  flow  (in  the  sense 
et  income  plus  depreciation)  from  S473  million  to  S4.5 
ion,  funding  forays  overseas.  Revenue  would  rocket  four- 
to  $17  billion.  Qwest's  market  capitalization  would  dou- 


erful  asset  to  them,"  he 
says  today,  with  a  hint  of 
regret.  But  he  had  almost 
expected  to  get  passed 
over — he  had  the  wrong 
pedigree  and  tempera- 
ment. Blunt  and  abra- 
sive, he  had  gotten  into 
two-fisted  clashes  over 
strategy  and  resources 
with  colleagues  who  pre- 
ferred to  be  indirect.  He 
even  received  death 
threats  after  being  forced  to  implement  two  giant  layoffs. 

"There  was  a  cultural  bias  there  against  guys  like  me,  an 
ethnic  New  Yorker,"  Nacchio  says.  "It  wasn't  out  there  in  the 
open,  but  it  was  in  the  background.  I  was  a  good  soldier,  but 
corporate  life  is  not  a  meritocracy.  It's  who  you  know  and  who 
you  play  golf  with."  Nacchio  disdains  golf,  which,  at  Bob 
Allen's  AT&T,  was  practically  a  sacred  pursuit 

It's  hard  to  know  how  accurate  all  this  is.  Nacchio's  pedi- 
gree is  fine — engineering  and  M.B.A.  degrees  from  New  York 


Tre  from.  What  matters  here  is  how  you  contribute." 


to  $65  billion.  U  S  West  also  had  17  million  phone  lines 
25  million  customers  who  could  stoke  demand  for  traf- 
>n  Qwest's  fiber.  And  the  cowboy  Bell  had  invested  heav- 
a  broadband  in  the  form  of  digital  subscriber  line  (DSL), 
ing  100,000  customers. 

Qwest  shares  have  since  risen  to  $55,  double  where  they 
just  after  the  US  West  deal  was  announced.  "The  [initial] 
^nse  from  Wall  Street  was  painful.  People  just 
i't  understand  this  deal.  But  it's  over,"  Nacchio  insists.  It  is, 
ourse,  far  from  over.  The  real  challenge  has  barely  begun. 
vVhen  he  left  AT&T  for  Qwest  in  late  1996,  Nacchio  was  on 
rebound.  He  had  compiled  an  impressive  resume  in  26 
s  at  the  old  utility,  rising  up  to  run  its  all-important  con- 
er  long-distance  business.  He  harbored  hopes  of  succeed- 
Chairman  Robert  Allen,  who  was  under  fire  as  the  com- 
f  reeled  from  disaster  to  disaster. 

The  strategy — going  all  the  way  back  to  the  acquisition  of 
2sw  Cellular  (in  1994) — was  unclear.  AT&T  was  rudderless 
drifting,"  Nacchio  says. 

Ulen  finally  named  another  successor.  In  November  1996 
ired  John  R.  Walter  as  president,  an  outsider  and  telecom 
de  from  printing  company  R.R.  Donnelley.  The  scorned 
:hio  made  his  frustration  known  and  began  openly  cam- 
ning  for  a  generalship  elsewhere.  When  Nacchio  quit  one 
ith  later,  Walter  publicly  declared  "I  took  him  out  of  his 
'  Walter  himself  lasted  barely  a  year.  Bob  Allen  later  got 
led  out,  a  year  before  he  had  planned  to  retire,  to  clear  the 
e  for  C.  Michael  Armstrong, 
oe  Nacchio  started  over.  "I  bet  I  would  have  been  a  pow- 


University,  M.S.  in  management  from  MIT's  Sloan  School  of 
Management.  And  AT&T  did  tap  the  guy  to  run  a  $24  billion- 
a-year  business.  Suffice  it  to  say  he  feels  slighted.  Whatever  a 
much  younger  Nacchio  might  have  lacked  in  polish  or  pedi- 
gree, he  made  up  for  with  brains  and  zeal. 

The  grandson  of  Italian  immigrants,  Nacchio  was  born  on 
Staten  Island  and  raised  in  Brooklyn.  He  retains  the  street  kid 
aura.  He  tawks  like  Joe  Pesci  in  Goodfellas.  "Ours"  sounds  like 
"oz,"  and  rapid-fire  rants  end  with  an  emphatic  "uh-kaye?" 

He  was  the  middle  son  born  to  Frank  Nacchio,  a  long- 
shoreman turned  bartender,  and  his  wife,  Carmela.  Joe  stum- 
bled into  AT&T  by  chance.  In  1969,  when  he  was  20  years  old, 
he  walked  into  the  wrong  interview  at  a  college  recruiting  ses- 
sion at  NYU  (he  had  meant  to  visit  with  Procter  &  Gamble). 
He  started  that  year  as  an  engineer  and  flew  up  the  ranks.  His 
two  brothers  followed  him  into  AT&T.  Today  one  is  a  lawyer  at 
what's  left  of  AT&T,  and  the  other  is  with  Lucent. 

In  1984  AT&T  underwrote  Joe  Nacchio's  training  at  MIT.  It 
changed  his  life.  "That's  when  I  got  serious  about  business,"  he 
says.  "It  gave  me  a  frame  of  reference."  There,  he  honed  a  phi- 
losophy of  "informed  opportunism,"  a  rather  fatalistic  theory 
that  if  you  follow  your  instincts,  however  vague,  big  opportu- 
nities will  arise  in  the  end. 

Example:  His  decision  to  go  to  Qwest  Communications. 
He  was  about  to  take  a  job  elsewhere  but  agreed  to  a  meeting 
with  Qwest  owner  Philip  Anschutz,  the  eleventh-richest  man 
in  the  world.  In  late  November  1996  they  met  for  an  hour  in 
a  dingy  airport  hangar,  and  it  just  felt  right.  "I  was  lucky," 
Nacchio  says. 
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Anschutz  had  founded  Qwest  in  1988  as  a  construction 
company  for  fiber-optic  networks,  laying  glass  strands  along- 
side the  tracks  of  the  Southern  Pacific  Rail  and  Denver  8c  Rio 
Grande  Western  railroads,  which  Anschutz  also  owned.  While 
building  networks  for  long-distance  carriers,  he  had  wisely 
added  an  extra  pipeline  of  fiber  for  Qwest  itself. 

In  eight  years  it  had  grown  to  700  employees  and  $230 
million  in  annual  revenue.  Anschutz  had  bigger  plans.  The  In- 
ternet was  causing  an  explosion  in  demand  for  bandwidth, 
and  Qwest  had  3,250  miles  of  dark  pipe,  900  miles  of  lit  fiber, 
rights-of-way  for  5,300  miles  more  and  $1.5  billion  in  long- 
term  contracts  to  lay  fiber  for  WorldCom  and  Frontier.  An- 
schutz had  sunk  $55  million  into  Qwest  and  needed  a  power 
hitter  to  raise  far  more  and  build  the  business. 

For  Nacchio,  a  doer  long  frustrated  by  the  intractable  bu- 
reaucracy at  AT&T,  it  was  a  chance  to  redeem  himself.  (And  get 
rich:  His  pay  package  included  a  split-adjusted  12  million  op- 
tions on  Qwest  shares,  and  a  public  offering  was  imminent.) 


could  transmit  the  entire  Library  of  Congress  from  one  coaJ 
to  the  other  in  under  two  minutes. 

By  year-end  1998  Qwest  had  leased  capacity  to  eve 
major  U.S.  long-haul  carrier  and  had  spent  all  of  $500 
lion  to  build  its  entire  18,500-mile  fiber  network;  Sprint] 
older  infrastructure  cost  $13  billion.  But  Nacchio  soon  gre 
bored  with  the  horizontal,  wholesale  business.  "It's  just  a  co 
play.  It's  a  fine  business,  but  it's  tiny,"  he  explains.  Nacchi 
felt  Qwest  needed  to  "dominate  broadband,"  to  own  tt 
pipeline  in  the  ground,  some  of  the  traffic  coursing  throug 
it  and  the  "last  mile"  into  businesses  and  households.  "It 
just  as  hard  to  do  big  things  as  it  is  to  do  small  things,  so  wr 
not  do  big  things?"  he  reasons. 

He  went  on  an  acquisition  tear.  From  October  1997  to  Di 
cember  1998  he  spent  $4.4  billion  (mostly  in  high-flyi 
stock)  to  acquire  three  Internet  service  providers  and  LCI,  th 
the  fourth-largest  long-distance  carrier.  He  struck  partne: 
ships  with  Microsoft,  Hewlett-Packard  and  Netscape  to  di 


"I  wish  it  could  have  been  handled  better.  But  in  a  fl 


He  deliberated  for  five  weeks  and  took  the  job.  His  first  day, 
Jan.  6,  1997,  Nacchio  met  Robert  Woodruff,  Qwest's  chief  fi- 
nancial officer,  and  a  few  board  members  for  breakfast  at  the 
Plaza  Hotel  in  New  York  City. 

"Joe  basically  scratched  out  a  business  plan  on  the  back  of 
an  envelope  and  boom!  We  were  off  to  Wall  Street,"  Woodruff 
recalls.  "He's  the  quickest  study  I've  ever  seen." 

The  plan:  Nacchio  would  turn  Qwest,  erstwhile  contrac- 
tor, into  a  telecom  player.  Qwest  would  lay  13,000  more  miles 
of  the  newest  fiber  optics,  connecting  92  metropolitan  areas 
in  the  continental  U.S.  As  demand  for  broadband  surged, 
Qwest  would  sell  capacity  to  long-distance  carriers  that  didn't 
want  to  upgrade  older  systems  and  to  new  providers  that 
wanted  to  peddle  Internet  access  to  consumers. 

Six  months  after  Nacchio  joined  up,  Qwest  went  public, 
selling  13.5  million  shares  at  $22  and  raising  $279  million  to 
begin  construction.  Nacchio's  paper  wealth  shot  up  by  $18 
million  overnight.  By  year-end  1997  Qwest  had  6,700  miles  of 
fiber  in  the  ground,  half  of  it  lit.  Revenues  had  doubled  to 
$700  million,  and  the  company  ran  ads  boasting  that  its  pipes 

Diarv  of  a  Conauest 


velop  Web-hosting,  e-commerce  and  storage  services. 

As  1999  began,  Qwest  was  a  different  company.  Drive) 
by  deals,  its  revenue  from  Internet  and  data  serviq 
zoomed  from  zero  at  the  start  of  1998  to  $95  million, 
11%  of  fourth  quarter  revenue.  Qwest  now  had  some 
the  longest,  strongest  pipes  in  the  industry.  Now  for  soi 
access  to  the  home. 

In  April  of  last  year  Nacchio  sold  a  10%  stake  to  BellSoi 
for  $3.5  billion,  raising  suspicions  in  some  quarters  that 
might  be  ready  to  sell  out.  In  early  May  U  S  West  Chairme , 
Trujillo  made  a  merger  overture  to  Nacchio,  according  to  son 
accounts,  and  the  Qwest  chief  rejected  it.  Nacchio  disputes  th  s 

But  ten  days  later  Nacchio  turned  his  focus  back  to  II  I 
West,  after  news  broke  that  the  Bell  was  in  talks  to  align  wil  5 
Global  Crossing,  an  archrival  of  Qwest.  "They're  in  play,"  1  r. 
told  his  team  when  he  heard  the  news.  "Get  out  the  book  c  ! 
U  S  West."  Nacchio  took  the  news  as  a  sign  that  the  U 
West  board  was  worried  by  BellSouth's  alliance  with  Qwe  5 
and  perhaps  dissatisfied  with  Trujillo's  leadership.  "Th 
were  vulnerable,"  he  says  now. 


►  Apr.  19, 1999 

BellSouth  buys 
10%  stake  in 

•for  $3.5 
billion  in  cash, 
$1.6  billion 
of  if  going  to 
founder  Philip 
Anschutz. 


►  May  4 

U  S  West 
purportedly  ap- 
proaches Qwest 
about  potential 
"business 
combination." 
Qwest  denies 
merger  talks 
ever  happened. 


►  May  14 

News  leaks  that 
U  S  West  will 
merge  with 
Global  Crossing/ 
Frontier.  Nacchio 
to  aides:  "U  S 
West  is  in  play, 
get  out  the  hook 
on  US  West.' 


►  May  17 

U  S  West  and 
Global  Cross- 
ing/Frontier an- 
nounce $35.5 
billion  merger. 


►  June  13 

Nacchio  makes 
$40  billion 
hostile  bid  for 
U  S  West.  Also 
bids  for  Frontier. 
U  S  West  does 
not  respond. 
Qwest  shares 
begin  sliding. 


►  June  23 

Nacchio 
submits  new 
offer  for  U  S 
West  and  Fron- 
tier, now  worth 
over  $50  billion. 


►  June  30  ► 

Qwest  and  Qwes| 

Global  Crossing  anr 
meet  secretly  to 

divide  spoils.  U  S  VI 

Global  to  take  Survii 

Frontier,  Qwest  callecj 

gets  US  West.  Naccl 
chief  I 


IBb 


APRIL 
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I }  "Q"  covers  U S  West  (top);  Sol 
a  I  Joe  clenching  teeth  on  Deal  Day. 


Three  weeks  later 
Nacchio  pounced.  Qwest 
launched  a  hostile  bid 
worth  more  than  $40 
billion  for  U  S  West,  a 
30%  premium  at  the 
time.  That's  when  things 
got  ugly.  Wall  Street 
hated  the  deal.  Trujillo 
was  miffed — why  wasn't 
Qwest  interested  when  it 
s  his  idea  weeks  before?  Global  Crossing  freed  US  West  and 
Iked  away  with  another  property,  Frontier  Corp.  Trujillo 
»an  talks  with  Qwest  but  insisted  any  deal  had  to  be  the 
rger  of  equals,  with  the  two  chief  executives  sharing  power. 
Nacchio  would  have  none  of  it.  "I'm  not  going  to  impugn 
's  memory  or  his  ability  to  reconstruct  the  facts.  But  if  this 
re  a  merger  of  equals,  I  wouldn't  have  offered  a  30%  pre- 
um  for  it,"  he  says. 

They  announced  a  truce  on  July  18,  1999,  calling  it  a 
rafegic  merger."  Nacchio  would  be  chief  executive,  but 
ijillo  would  join  him  and  Anschutz  in  a  new  "office  of 


the  chairman."  In  the 
fall  the  duo  set  out  to 
sell  Wall  Street  on  the 
wonders  of  their  new 
partnership — sepa- 
rately. They  didn't  ap- 
pear together  until 
meeting  with  bankers  in 
February. 

The  sniping  between 
Joe  and  Sol  continued 
well  after  they  struck  a 
deal.  Trujillo,  of  Latino 
descent,  criticized 
Qwest  for  a  lack  of 
racial  diversity  in  the  ex- 
ecutive suite.  Nacchio, 
who  kept  his  permanent 
home  and  his  family  in 
New  Jersey,  would  fume 
when  he  flew  to  Denver 
for  weekend  meetings  with  Trujillo  only  to  find  Trujillo  had 
left  town.  ("That's  just  not  true,"  Trujillo  counters.) 

By  last  February  it  had  gotten  a  bit  ridiculous.  The  Denver 
Business  Journal  announced  it  would  honor  Nacchio  for  the 
Deal  of  the  Year,  and  Trujillo's  aides  called  the  paper  and  de- 
manded he  get  credit  for  the  "merger  of  equals."  The  publica- 
tion acquiesced,  but  on  the  morning  of  the  awards  breakfast 
Nacchio  arrived — and  Trujillo  was  a  no-show.  Furious,  Nac- 
chio stormed  out,  leaving  an  aide  to  accept  for  him. 

That's  okay — Nacchio  exorcised  his  frustrations  at  the 
negotiating  table.  Trujillo  arrived  at  one  session  with  a  color- 
coded  flow  chart  that  left  intact  most  departments  at  U  S 
West  and  listed  Trujillo's  senior  officers — all  of  whom  would 
continue  to  report  to  him.  Trujillo's  concession  was  that  he 
alone  would  report  to  Nacchio.  The  AT&T  veteran  wouldn't 
even  consider  it.  Qwest's  organization  would  be  flat:  ten  se- 
nior executives,  including  Trujillo,  all  reporting  directly  to 
him.  Nacchio  agreed  to  split  the  top  ten  jobs  50-50  between 
Qwest  and  its  new  property. 

In  late  February,  however,  Nacchio  met  with  Trujillo  in 
New  York  and  learned  of  the  U  S  West  chiefs  decision  to 
leave  once  the  merger  was  done.  The  two  agreed  to  hold  off 


000 

►  Feb.  29 

►  Mar.  3 

►  Mar.  5-7 

►  Mar.  10 

►  June  30 

►  July  5 

At  event  in  New 

Nacchio  retaliates. 

Rumors  break 

Deutsche  Telekom 

Boards  of  Qwest 

Qwest  begins 

t 

Orleans  Trujillo 

Announces 

that  Deutsche 

offers  $60  billion 

and  U  S  West 

moving  in  to  U  S 

i 

impulsively 

ten-person 

Telekom  may 

for  U  S  West. 

ratify  takeover. 

West  Tower. 

hon- 

announces  resig- 

Qwest senior 

buy  Qwest. 

Trujillo  rejects  bid 

Nacchio  cele- 

At rally  for  10,000 

ll  of 

nation  from  new 

management  team 

U  S  West  threat- 

and Germans  walk 

brates  with 

employees, 

io 

Qwest.  Nacchio 

with  just  three  U  S 

ens  lawsuit. 

away.  Nacchio 

champagne. 

Nacchio  exclaims: 

ide 

fumes  and  the  two 

West  alumni. 

calls  Trujillo's 

"Isn't  America 

ue. 

stop  speaking. 

tactics  "bizarre." 

great?" 
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an  announcement  for  a  week  or  so,  until  early  March.  But 
when  Trujillo  arrived  at  a  wireless  conference  in  New  Or- 
leans the  next  day,  reporters  confronted  him  with  questions 
about  his  "imminent  departure."  Somehow  the  word  had 
leaked — Trujillo  won't  exactly  say  he  thinks  Qwest  did  it, 
and  Nacchio  denies  having  done  it. 

Miffed,  Trujillo  announced  his  resignation  then  and  there; 
Qwest  claims  it  didn't  learn  of  it  until  reporters  called  for  com- 
ment. That,  of  course,  rankled  Nacchio,  who  returned  serve. 
Just  three  days  later,  on  Mar.  3,  he  unveiled  the  new  ten-person 
executive  team.  The  50-50  split  was  out — just  three  U  S  West 
people  were  at  the  top,  and  Nacchio  plucked  one  of  them  from 
lower  ranks — Peter  Mannetti,  the  wireless  chief  who  per- 
formed the  fast  sign-alteration. 

That  should  have  been  the  end  of  the  nastiness — but  it 
wasn't.  A  few  days  later  news  leaked  that  Nacchio  was  talking 
with  Deutsche  Telekom — a  deal  that  might  have  upset  Qwest's 
plan  to  acquire  U  S  West  at  a  premium  price.  Now  Sol  Tru- 
jillo's  executives,  who  had  so  detested  a  Qwest  takeover,  de- 
manded that  it  be  consummated. 

U  S  West  fired  a  warning  to  Qwest's  general  counsel,  ques- 
tioning Nacchio's  ethics  and  threatening  a  lawsuit  that  would 
make  the  Pennzoil  award  of  the  1980s  "pale  in  comparison." 
(In  that  case,  Texaco  was  punished  for  trying  to  break  up 
Pennzoil's  deal  with  Getty  Oil.) 

Nacchio  maintains  that  Deutsche  Telekom  also  offered  to 
buy  U  S  West — for  $90  a  share,  far  more  than  Qwest's  bid  of 
$69  a  share.  Trujillo  says  he  was  worried  that  any  takeover  by  a 
foreign  buyer  would  be  harder  to  get  by  regulators.  The  U  S 
West  leader  balked,  and  Deutsche  Telekom  turned  heel  and  left 
Denver.  On  CNBC's  Power  Lunch  Friday,  Mar.  10,  Nacchio 
called  Trujillo's  tactics  "bizarre"  and  suggested  he  had  flouted 
his  fiduciary  duty  to  U  S  West  shareholders. 

That's  a  lot  of  scorched  earth.  "I  wish  it  could  have  been 
handled  better,"  Nacchio  concedes,  but  then  clicks  back  into 
swagger  mode,  "but  in  a  few  days  I'll  be  saying,  'Sol  who?' ' 

U  S  West  formally  fell  into  enemy  hands  on  June  30,  and 
Nacchio  rushed  to  move  in.  Within  days  after  the  deal  closed 
Nacchio  happily  took  over  Trujillo's  52nd-floor  offices  atop 
U  S  West's  taller,  more  elegant  skyscraper. 

He  ordered  that,  within  weeks,  workers  start  replacing  the 
U  S  West  logo  with  Qwest's  on  100,000  phone  booths,  17,000 
trucks  and  2,200  buildings.  As  July  ended,  bills  mailed  to  25 
million  of  U  S  West's  customers  declared  that  "U  S  West  is 
now  Qwest."  Nacchio  even  stars  in  the  new  TV  ad  campaign. 

Horrors — he  also  slashed  the  dividend  U  S  West  shares 
used  to  pay  $2.36  a  year.  Qwest  now  pays  just  5  cents  each.  (He 
would  have  cut  it  entirely,  but  that  would  force  some  institu- 
tional investors  to  dump  Qwest's  stock  again.)  The  move  sig- 
naled to  investors  and  employees  that  U  S  West  was  no  more. 

In  case  they  didn't  get  the  message,  Nacchio  made  sure 
they  would  hear  it  again.  Five  days  after  completing  the 


►  By  the  Numbers 

Qwest  swallowed  a  bigger  fish 
when  it  bought  US  West.  It  may 
be  a  meal  worth  choking  on. 


Old  Qwest                  New  Qwest 
MARKET  CAP 

REVENUES 

EMPLOYEES 

CASH  FLOW/EMPLOYEE 

GLOBAL  NETWORK  MILES 

CUSTOMERS 

Sources:  Qwest;  US  West;  Dresdner 
Kleinwon  Benson. 


takeover  Nacchio  held 
pep  rally  at  Denver's  Pep: 
Center.  He  strutte 
around  a  giant  Q-shape 
stage  and  told  10,000  c 
his  new  employees: 

"It  doesn't  matter  ho' 
you  got  here,  where  you'i 
from,  or  what  compan 
you  think  you  worked  fc 
last  Thursday.  There  ai 
no  favorite  children.  Whr 
matters  here  is  how  yo 
contribute."  He  pointed) 
noted  that,  at  the  ne 
Qwest,  seniority  an 
tenure  mean  nothinj 
"We  believe  in  pay-foi 
performance."  At  tim< 
the  applause  was  tepi 
When  a  union  membt 
stood  to  ask  Nacchio  if  ¥ 
could  be  counted  on  t 
recognize  the  commitments  made  by  the  old  regime,  Na 
chio  shot  back,  "I  recognize  you.  But  I  don't  have  a  stror 
opinion  about  it  one  way  or  the  other." 

So  now  what  does  he  do?  Qwest  plans  to  lay  fiber  in  n< 
glected  regions  and  hire  more  maintenance  workers  and  eng 
neers  so  that  service  calls  will  be  handled  in  days  rather  tha 
weeks  or  months.  Nacchio  wants  to  build  up  the  wireless  divi 
sion,  currendy  at  650,000  subscribers,  to  1.5  million  by  the  eofl 
of  2001.  An  even  bigger  push  will  be  to  knit  U  S  West's  5.5  mi 
lion  DSL- ready  customer  base  with  Qwest's  embryonic  loo 
broadband  operation.  By  2005  Nacchio  wants  40%  of  Qwest 
revenue  coming  from  the  sale  of  Internet  and  data  services,  ii 
eluding  a  new  VDSL  technology  that  streams  video  into  home 
How  much  damage  he  can  do  to  cable  giants  such  as  ATflj 
and  Time  Warner  remains  to  be  seen.  The  bigger  uncertainty 
whether  Joe  Nacchio  will  stick  around  at  all.  Qwest  might  be 
strong  property  for,  say,  the  German  or  French  phone  monoj 
olies — or  even  AT&T — and  Nacchio  could  walk  away  a  monk 
winner.  Then  again,  a  foreign  buyer  might  insist  on  gold 
handcuffs  to  keep  him  around — the  entire  operation,  after  a 
emerged  from  his  vision. 

So,  Joe?  "If  someone  came  in  here  and  made  me  an  ofl 
that  was  good  for  shareholders,  I  could  walk  away  tomorrow 
he  says.  "I'm  not  like  some  CEOs.  This  company  isn't  my  who 
identity.  Uh-kaye?"  Then  he  makes  a  U-turn,  and  you  reali 
Nacchio  still  has  something  to  prove.  "If  this  were  just  aba 
money,  I  would  have  left  six  months  ago,"  he  says.  Qwest  m; 
yet  sell  out — but  we  may  be  watching  Joe  Nacchio  operate  £ 
a  while  longer. 


We're  a  predator.  We're  going  to  change  the  industrl 
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Saving  companies  from  the  chaos 
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electron  economy 
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New  King 
of  Fiber 


It  looked  as  if  Mark 
Schneider  had  stretched 
United  Pan-Europe 
Communications  too  thin, 
but  John  Malone  knows 
a  gifted  entrepreneur 
when  he  sees  one. 


i 


BY  LAWRENCE  MINARD 

JOHN  MALONE  STRIKES  AGAIN. 
This  summer  the  man  who  built 
Tele-Communications  Inc.  into 
the  largest  U.S.  cable  system  operator 
before  selling  it  to  AT&T  upped  his  ante 
abroad.  His  Liberty  Media  Group  plans 
to  invest  $5.5  billion  in  cash  and  assets  in 
UnitedGlobalCom,  an  American  cable 
company  whose  assets  are  almost  en- 
tirely outside  America.  Liberty  already 
owned  7%;  the  new  buy  will  boost  that 
stake  to  45%.  "UnitedGlobalCom  has 
the  opportunity  to  be  the  dominant  ter- 
restrial broadband  player  outside  North 
America,"  says  Malone. 

The  company,  founded  by  old  Mal- 
one friend  Gene  W.  Schneider,  has  1.4 
million  cable  subscribers  in  Asia,  Aus- 
tralia and  Latin  America.  But  its  most  im- 
portant asset  is  in  Europe:  61%  of  United 
Pan-Europe  Communications. 

Started  just  five  years  ago  by  Schnei- 
der's son  Mark,  Amsterdam-based  UPC 
has  become  one  of  Europe's  largest 
broadband  cable  system  operators.  It  is 
in  18  European  countries  (plus  Israel), 
and  has  cables  passing  12.3  million 
homes.  Subscribers  of  various  sen  Lees 
d  6  million.  The  company  owns 
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rapidly  expanding  telephone  and  Inter- 
net service  businesses,  and  is  emerging 
in  entertainment  programming. 

Right  now  it  takes  a  seasoned  eye  like 
Malone's  to  see  the  beauty  in  UPC.  As 
Malone  built  TCI,  so  Mark  Schneider  has 
built  UPC  with  a  string  of  big  acquisi- 
tions financed  by  aggressively  tapping 
the  junk  bond  markets — UPC's  balance 
sheet  carries  nearly  $7  billion  in  debt  on 
a  shareholders'  equity  base  of  $1.6  bil- 
lion. On  revenues  last  year  of  $448  mil- 
lion, UPC's  operating  income  (in  the 
sense  of  net  before  depreciation,  interest 
and  taxes)  was  a  negative  $120  million. 

But  look  further  out,  as  Malone 
does.  Philip  Carse,  a  telecom  analyst 
with  Salomon  Smith  Barney,  thinks  that 
in  2005,  as  new  businesses  it  is  develop- 
ing take  root,  VPC  will  generate  close  to 
S2  billion  in  operating  income  on  rev- 
enues of  $6.3  billion. 

Think  of  UPC's  cable  system  as  a  rail- 
way under  development.  Huge  invest- 
ments in  its  high-speed  tracks  (its 
broadband  coaxial  and  fiber  cable  sys- 
tems) have  already  been  made,  but  run- 
ning over  the  tracks  right  now  are  one- 
car  trains  carrying  a  few  cows  and  pigs. 
Now  UPC  must  offer  the  customers  new, 


Continental  drift:  Schneider  fi/s' triple  pte  {-. 

value-added  services  that  will  transl  K 
into  higher  average  monthly  bills.  Thi  t 
of  a  mature  railway  carrying  long  tra' 
loaded  with  cows,  cars  and  chemical 

Schneider  calls  his  plan  to  build  tr 
fie  on  UPC's  network  the  "triple  pis  |i 
strategy.  Start  with  content,  which  d  ifi 
ves  customers  to  cable  and  generates  1  r 
revenues  to  finance  more  products  a  I 
expand  the  system.  Working  with  D  : 
ney,  Sony,  Viacom's  MTV  and  otl  • 
partners,  UPC  has  spent  heavily  to  < 
velop  and  brand  premium  cable  cha  i 
nels.  It  owns  22%  of  Stockholm-bas  t 
SBS  Broadcasting,  a  broadcaster  and  1  l 
program  producer.  In  March  SchneU  : 
agreed  to  buy  the  rest  of  SBS,  but  t 
deal  collapsed  as  UPC's  stock  pulM 
back  from  its  $79  high.  The  merj 
should  see  new  life  now.  "I'm  a  big  \  • 
liever  in  the  SBS  deal,"  says  Malone. 
should  be  the  cornerstone  of  a  pi 
gramming  group  for  the  whole  distri 
ution  system." 

The  triple  play's  second  part  is  te 
phony.  Here  UPC's  product  is  Prior  r 
Telecom.  Started  only  last  year  but    , 
ready  pulling  in  $15  million  a  month 
revenue,  Priority  offers  phone  and  hi{!  « 


I 


;d  data  services  to  res- 
ltial  customers.  "We 
it  to  make  billions  of 
lars  [with  Priority] 
the  next  five  years," 
neider  vows.  "We  can, 
we  will." 

The  third  element  is 
Ho,  a  broadband  In- 
iet  portal  like  Excite- 
lome.  With  no  dial- 
leeded,  Chello's  cable 
dem  runs  960  times 
er  than  a  56K 
dem.  Running  for 
;ly  a  year,  Chello  al- 
ly has  some  200,000  subscribers, 
)  typically  pay  $38  a  month  for  the 
;st  service.  "It  will  go  cash-positive 
50,000  subscribers,"  says  Schneider, 
ich  we'll  do  this  year." 
To  make  the  new  services  easy  to  use 
buy,  UPC  will  soon  roll  out  a  smart 
:op  computer  called  DaVinci,  devel- 
d  by  Philips  and  Motorola.  "Set-top 
es  will  be  our  biggest  business,"  says 
neider,  "because  you  can  offer  so 
ly  new  products  that  people  want. 
y  start  buying  movies,  then  surf  the 
met,  download  CDs,  move  into  In- 
tlet  telephony.  With  [ear her  genera- 
m  ]  set-top  boxes,  people  are  [already] 
I  ng  $20  to  $40  a  month."  Cost  to  the 
;criber:  a  one-time  $500  fee.  Schnei- 
says  he  will  have  the  box  in  30,000 
ch  homes  this  fall, 
'riority  Telecoms,  Chello  and  UPC's 
tent  arm  have  all  been  set  up  as 
d-alone,  independently  managed 
nesses.  This  means  managers  are 
mraged  to  market  the  services  not 
to  IPC's  customers  but  also  to  rival 

irlez-vous  Broadband? 


Buy  Schneiders? 


nvestors  can  buy  into  the  Schneider  family's 
cable  businesses  three  ways.  United  Pan-Eu- 
rope Communications,  which  Mark  Schneider 
runs  from  his  office  in  London's  Mayfair  area, 
trades  in  Amsterdam  at  the  equivalent  of  $28, 
giving  the  company  a  market  capitalization  of  $12 
billion.  UnitedGlobalCom,  run  by  Mark  Schnei- 
der's father,  Gene,  from  Denver,  trades  near  $47, 
for  a  market  cap  of  $4.5  billion. 

Which  is  the  better  buy?  UnitedGlobal's  61% 
stake  in  UPC  alone  is  worth  $7.3  billion.  Stock 


market  irrationality?  Not  necessarily,  says  John 
Malone:  "Holding  companies  normally  trade  at 
big  discounts  from  the  sum  of  their  publicly 
traded  parts.  Look  at  News  Corp." 

Which  stock  to  buy,  says  Malone,  "depends 
on  your  perception  of  growth  rates.  If  you  think 
European  opportunities  are  better,  you  buy  UPC. 
If  you  like  global  opportunities,  you  buy  UGC." 

A  third  possibility:  Malone's  Liberty  Media, 
which  will  soon  own  45%  of  UnitedGlobal  and 
trades  at  $26,  for  a  $30  billion  market  cap.  With 
Liberty  you  get  a  piece  of  the  Schneiders'  action- 
plus  the  other  broadband  cable  distribution  and 
content  assets  John  Malone  has  amassed.—  L.M. 


cable  operators  in  Europe  and  else- 
where. As  John  Malone  reminds  us,  suc- 
cess in  the  cable  distribution  and  con- 
tent businesses  is  all  about  critical  mass. 
By  selling  its  video,  telephony  and  In- 
ternet services  through  other  distribu- 
tors, UPC  develops  new  revenue  streams 
and  spreads  the  cost  of  the  services  over 
a  broader  base.  That  permits  fatter  mar- 
gins and  a  virtuous  spiral  of  price  cuts 
and  new  subscribers. 

As  stand-alone  businesses,  Priority, 
Chello  and  the  content  arm  can  be  taken 
public  (stock  market  willing)  to  raise 
capital  and  provide  a  currency  with 
which  to  reward  management  and  do 
deals.  It  would  also  help  support  UPC's 
own  stock  by  putting  publicly  visible 
values  on  UPC  assets. 

With  John  Malone  in  his  corner, 
Schneider  moves  closer  to  gaining  con- 
trol of  Telewest,  the  second-largest  cable 
operator  in  the  U.K.  Liberty  Media  owns 
25%  of  Telewest  and  plans  to  transfer 
the  holding  to  UPC.  AT&T  owns  about  as 
much,  but  must  sell  the  stake  to  satisfy 


(in  Malone's  investment  in  UPC  parent  UnitedGlobalCom  is  part  of  a  recent 
swing  in  U.S.  investments  in  foreign  cablers.  Look  for  more  to  come. 

npany  Investments  (partial)  


rosoft 


$500  million  in  NTL,  UK,  1/99;  $126  million  in  Globo  Cabo,  Brazil, 
8/99;  $930  million  in  Titus  Communications,  Japan,  4/00 


<s.  Muse,  Tate  &  Furst 


$55  million  in  Intercable,  Venezuela,  2/98;  $50  million  in  TV  Cidade,  Brazil. 
12/98;  $47  million  in  Teledigital,  Argentina,  6/99 


Capital 


23%  of  Ono/Cableuropa,  Spain,  5/97;  5.4%  of  NC  Numericable,  France,  9/98 


ahan  Associates  Intl 


Acquiring  55%  of  two  Deutsche  Telekom  cable  networks.  Germany  (value: 
$4.5  billion),  and  55%  of  Telenet  Holding  NV,  Belgium  (value:  $3.7  billion) 


'.arch:  Leigh  Gallagher. 


Europe's  antitrust  regulators.  Malone: 
"My  guess  is  that  eventually  there  will 
be  a  consolidation  of  Telewest  and  UPC." 

Don't  think  UPC  or  its  parent  are 
sure  things.  "The  risks  are  huge,  and 
they're  in  every  direction,  but  that's 
what  we  get  paid  for,"  laughs  Malone, 
who  didn't  become  a  billionaire  by 
placing  even-money  bets.  "  The  biggest 
single  risk  is  execution:  How  fast  can 
you  deploy  your  technology  and  hook 
up  the  customers?  Right  now  we  think 
terrestrial  broadband,  where  it  can  be 
deployed  rapidly,  has  a  big  edge  over 
any  other  technology.  But  technology 
moves  on,  and  who's  to  say  if  that  edge 
will  persist?" 

Malone  draws  considerable  comfort 
from  his  long  relationship  with  the 
Schneider  family.  He  has  known  Den- 
ver-based Gene  Schneider  since  the 
1 960s  and  respects  him  as  a  cable  oper- 
ator and  value-builder.  He  notes  that 
while  Liberty  will  own  45%  of  United- 
GlobalCom, the  Schneiders  will  control 
the  company  for  at  least  ten  years. 
"They'll  have  complete  autonomy,"  says 
Malone.  "There's  a  lot  of  'trust-me' 
going  on  in  this  deal." 

Of  Mark  Schneider,  44,  Malone 
says:  "He's  very  smart  and  aggressive — 
if  there's  any  negative  on  Mark  it's  that 
he's  maybe  too  aggressive,  but  his  dad 
has  been  a  great  balancing  influence  on 
him."  Perhaps  thinking  of  himself  at  a 
younger  age,  Malone  adds:  "But  you 
can't  consider  opportunities  unless  you 
turn  them  up,  and  Mark  is  great  at 
turning  up  opportunities."  F 
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Survivor 

In  these  dark  times 
for  dot-coms,  what 
does  it  take  to  stay 
alive?  For  Paul  Baier, 
a  willingness  to  start 
over  completely. 


BY  LUISA  KROLL 

EARLY  ON  A  JUNE  MORNING,  1 
two  founders  of  PurchasingO  I 
ter.com  in  Burlington,  Mass.  s 
each  other  across  a  mazel 
empty  cubicles.  "Want  to  go  o 
some  sales  data?"asked  John  (Fri 
Troller,  vice  president  of  sales.  "Actua 
I've  got  to  catch  up  with  you  on  son  i 
thing  else,"  answered  Chief  Executive  P 
Baier,  pulling  him  into  his  office.  1  t 
company,  Baier  said,  would  be  movinj  r 
a  new  direction.  Troller 's  sales  talents  vi  t 
no  longer  needed.  Baier  felt  numb.  "H 
I  was  telling  the  same  person  1  had  cal  I 
with  such  enthusiasm  14  months  i  i 
and  convinced  to  join  me  as  a  cofoun  i 
that  he  was  out  of  a  job,"  says  Baier. 

He'd  been  preparing  for  this  n  : 
ment,  and  many  more  like  it,  for  w«  k 
The  bad  news  had  been  piling  up.  Bi  i 
ness  was  lousy  and  the  financial  marl  ■ 
had  slammed  the  door  on  Internet  v  i 
tures.  Baier's  venture  capitalists  w  i 
warning  they  weren't  going  to  keep  ft 
neling  him  money.  Layoffs  were 
evitable;  it  was  just  a  question  of  wh( 
Talk  about  a  reversal  of  fortune.  I 
than  a  year  after  Baier  founded  his  co  i 


We  thought  buyers 

pany  in  April  1999,  he'd  raised  $34  n 
lion,  hired  89  people  and  spent  more 
advertising  than  his  entire  industry  1 
in  three  years.  He  bragged  he  would 
come  the  Sam's  Club  of  industrial  s> 
plies,  offering  discounted  prices  for  h« 
gen  lights,  hand  tools,  abrasives  and 
like.  There  were  plans  to  make  a  large 


I 
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azines.  He  lured  sales  managers  with  ing  around  pie-in-the-sky  ideas  like 
hefty  pay  increases  and  dangled  signing  "How  do  we  buy  a  category?"  They 
bonuses  to  others.  The  employee  roster     talked  about  getting  still  more  money. 

You'd  see  other  companies  raising  $50 


isition  and  go  public  early  next  year. 

Baier's  tumultuous  year  is  like  a  lot 

recent  tales  about  entrepreneurs — a 

ry  of  calm  sailing  that  turns  precipi-  grew  to  1 8  by  October.  When  office  space 

isly  into  a  frightening  squall.  Fashion  got  tight,  Baier  triple-paid  a  contractor 

ailer  Boo.com  and  Toysmart.com  are  to  renovate  quickly.  The  company's  first 

:  most  famous  among  the  failures,  milestone,  launching  the  portal,  was  cel- 

me,  like  CraftShop.com,  have  headed  ebrated  with  a  promotion  giving  away 

bankruptcy  protection  (see  box, 

The  reorganization  man:  Baier  has  spent  the  past  few 
months  turning  his  company  upside  down,  and 
persuading  his  employees  to  sign  onto  the  changes. 


98).  Since  Apr.  1, 104  companies 
/e  withdrawn  or  postponed  their 
blic  offerings. 

But  Baier,  34,  has  survived — so 

,  anyway.  He  has  done  so  by  com- 

tely  overhauling  his  company  to 

these  straitened  times.  That  has 

quired  drastically  cutting  costs,  as 

11  as  personnel,  and  ambitious 

ins  to  acquire  customers  in  a 

my.  It  has  also  meant  redefining 

business:  from  offering  a  vast 

porium  of  maintenance  and  re- 

r  products  to  providing  e-com- 

rce  consulting  and  site  mainte- 

tce  to  manufacturers  of  industrial 

jplies.  Being  first  is  no  longer  as 

portant  as  being  profitable. 

A  Harvard  Business  School  grad- 

e  who  had  been  a  director  of 

all-business  content  at  America 

dine,  Baier  never  expected  this  to 

a  cinch.  He  quit  his  job  as  director 

Jie  business-to-business  segment 

-commerce  softwaremaker  Open 

irket  to  launch  PurchasingCenter, 

rning  his  wife  to  expect  lean 

•nths  with  no  salary.  What  threw 

l  was  that  it  was  so  easy  at  first. 

called  Charles  River  Ventures 

tner  Jonathan  Guerster,  a  former 

eague  at  Open  Market.  Guerster 

nediately  wired  him  a  $400,000 

n,  nearly  twice  what  he'd  asked 


million  or  more  two  months  after  their 
last  round,"  says  Baier.  "We  thought  we 
should  get  at  least  that." 

Mar.  13  marked  the  launch  of  the 
new  e-commerce  site — which  al- 
lowed actual  purchases  for  the  first 
time — and  a  stiff  dose  of  reality. 
Baier  expected  500  orders  that  first 
week.  Only  50  came  in.  The  six  call- 
center  employees  were  answering  a 
pathetic  total  of  20  to  40  calls  a  day. 
It  wasn't  just  PurchasingCenter's 
problem.  "Everyone  misread  the 
market,"  says  Robert  E.  Davoli,  a 
general  partner  at  Sigma  Partners. 
"We  thought  buyers  would  want  to 
surf  the  Web  for  industrial  supplies, 
but  they  had  other  priorities.  It  was 
a  problem  for  all  the  exchanges." 

Then,  a  bit  of  serendipity.  While 
buyers  weren't  nibbling,  sellers  of 
maintenance  equipment  were.  In 
fact,  manufacturers  mobbed  Pur- 
chasingCenter's booth  at  National 
Manufacturing  Week,  a  large  trade 
show.  They  wanted  to  know  about 
e-commerce  opportunities. 

Just  as  Baier  was  mulling  over 
what  to  do,  Nasdaq  began  its  swan 
dive.  On  the  very  day  it  was  drop- 
ping 355  points,  its  fifth  consecutive 
plunge,  PurchasingCenter  was  hold- 
ing a  board  meeting  to  discuss  next 
steps.  The  venture  capitalists  were 
very  distracted,  running  around  with 
their  cell  phones,  checking  on  port- 
folio companies  in  deeper  waters.  "It 
was  the  most  unproductive  meeting 
ever,"  Baier  recalls. 


rf  the  Wi 


i 


Soon,  Baier  had  another  $8  million  in 
bank  from  Charles  River,  Bessemer 
iture  Partners  and  others. 
At  the  VCs'  urging,  Baier  hired  and 
nt  like  mad — up  to  a  rate  of  $1  mil- 
a  month.  He  doubled  his  public  re- 
3ns  budget  to  $40,000  a  month  and 
iched  an  ad  campaign  in  trade  mag- 


an  $18,000  Harley-Davidson. 

When  the  new  year  came  around,  it 
was  time  to  raise  more  money.  Purchas- 
ingCenter received  six  contracts  from 
eager  would-be  investors.  By  February 
the  $26  million  round,  led  by  new  in- 
vestor Sigma  Partners,  officially  closed. 

Baier  and  his  investors  began  throw- 


other  priorities." 

Still,  it  would  be  several  weeks  before 
the  implications  of  the  market  crash  be- 
came clear.  Baier  had  an  inkling,  mostly 
from  the  horror  stories  spreading 
through  the  klatch  of  VC-backed  entre- 
preneurs. One  rumor  was  that  Softbank 
Venture  Capital,  one  of  the  biggest  Inter- 
net investors  with  more  than  $2  billion 


FORBES"   August  7,  2000      95 


www.toyota.com/usa 


*  E  O  P  L  E    i  n 


If  it's  new  and  it's  got  wheels,  chances  are 
it  came  from  Southern  California.  People  here 
aren't  just  content  to  walk;  they'd  rather  pedal, 
skate  or  scoot. 

Maybe  it's  great  weather  that  inspires 
Southern  Californians  to  design  so  many  ways 
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to  get  out  and  about.  Or  maybe  it's  the  wide- 
open  spaces.  Whatever  it  is,  innovation  is  no 
stranger  to  the  roads  and  pathways  of  this 
beautiful  corner  of  the  world. 

It's  probably  no  coincidence,  then,  that  the 
design  for  the  world's  first  mass-produced  hybrid 
vehicle  was  developed  in  Southern  California. 
In  Newport  Beach,  to  be  precise,  at  Toyota's 
futuristic  North  American  design  center,  known 
as  Calty. 

Here,  a  team  of  designers  created  the  look 
that  is  turning  heads  in  the  U.S.  and  overseas, 
for  Toyota's  breakthrough  alternative  fuel 
vehicle,  the  Prius. 

Calty  is  part  of  Toyota's  global  network  of 
operations.  It's  a  network  that  includes  facilities 
in  26  countries  and  provides  jobs  and  growth 
in  communities  around  the  world. 

Here  in  the  U.S.,  Toyota  directly  employs 
more  than  27,000  individuals.  In  fact,  more 
than  half  the  Toyotas  sold  in  America  are  built 
by  Americans,  using  many  U.S.  parts. 

Local  investment  helps  Toyota  develop 
vehicles  that  are  suited  to  the  special  needs  of 
the  communities  where  we  do  business.  It's  not 
such  a  radical  idea,  even  if  sometimes  the  results 
may  seem  that  way. 


TOYOTA  People  Drive  Us 
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under  management,  had  pulled  every- 
one of  its  65  outstanding  term  sheets. 
One  entrepreneur  told  Baier  that  none 
of  the  investment  banks  or  mezzanine 
investors  would  even  return  his  calls. 
Furniture.com  was  having  trouble  raising 
money,  and  did  so  only  by  accepting  a 
huge  discount  to  its  previous  round. 

To  find  out  where  he  stood,  Baier  set 
up  informational  meetings  with  invest- 
ment banks  like  Robertson  Stephens.  Be- 
hind closed  doors  the  bankers  whispered 
about  the  expected  "bloodbath"  among 
companies  in  registration  that  would 
never  get  out.  The  only  companies  with 
a  prayer  of  going  public,  they  warned, 
were  those  that  could  show  profits. 

Baier's  backers  told  him  to  cut  down 
his  burn  rate.  "None  of  that  marketing 
stuff  that  builds  brands,"  admonished 
Davoli.  As  for  those  plans  to  raise  more 
money  and  make  a  big  acquisition? 
Scrapped  immediately. 

Even  his  landlord  played  hardball. 
Just  weeks  before  he  had  eagerly  agreed 
to  let  Baier  move  into  a  new 
30,000-square-foot  space  by 
paying  nine  months'  rent  in 
advance,  plus  options.  The 
landlord  now  wanted  12 
months'  rent  ($640,000)  in 
advance;  forget  the  options. 
Baier,  given  24  hours  to  sign 
the  lease,  reluctantly  agreed. 

By  now  Baier's  gut  was 
in  knots.  He'd  have  to  come 
up  with  profits  much  faster, 
in  two  to  three  years,  half 
the  time  he  had  originally 
planned.  Not  possible  with 
his  existing  business. 

He  pulled  his  managers 
into  three  intense  all-day 
meetings  in  late  May.  They 
decided  to  cut  spending 
from  $2.4  million  to  $1.4 
million  a  month.  They 
began  by  slashing  advertis- 
ing and  canning  15  consul- 
tants, one  of  them  Baier's 
wife.  That  saved  $5  million  a 
year.  Not  enough.  The  re- 
maining $2  million  to  $3 
million  would  have  to  come 
:  layoffs. 


Now  for  the  tough  nut:  ideas  for  a 
new,  more  profitable  line  of  business.  The 
company's  most  enduring  assets  were  its 
software  engineers.  How  to  better  deploy 
them?  If  they  couldn't  make  money  sell- 
ing tools  and  supplies  they  would  sell 
Web  site  expertise  to  other  people  trying 
to  sell  tools  and  supplies — like  The  Stan- 
ley Works.  PurchasingCenter  did  not 
abandon  the  e-commerce  portal  en- 
tirely— it  will  now  focus  on  niche  cus- 
tomers spending  $250,000  or  more  each 
year — but  it  is  not  kidding  itself  that 
there  will  be  any  500-order  weeks. 

The  abrupt  change  in  business  plans 
made  30%  of  the  employees  expendable. 
Baier  started  at  the  top,  axing  Trailer  and 
another  veep  of  content  several  days 
ahead  of  the  big  bloodbath.  Severance 
and  benefits  packages  were  put  together 
and  final  paychecks  were  printed  out  for 
the  others.  June  7  was  doomsday.  Baier 
dispatched  five  execution  squads,  thus 
keeping  the  "torture  zone" — the  excru- 
ciating wait  to  find  out  if  you've  been  let 


go — to  a  minimum.  Within  45  minut< 
26  employees  were  told  the  news  ar 
asked  to  leave  by  the  end  of  the  next  ck 

The  survivors  suffered,  too.  Ba 
salaries  for  the  ten  salespeople  we 
trimmed  25%;  other  departments  h; 
survivors'  guilt.  "We  worked  our  butts 
together  for  some  time,"  says  engine 
Jay  Vadrevu.  "It  wasn't  like  they  didi 
work  as  hard  or  do  their  job  as  well." 

Baier  has  a  fist  of  people  he  wants 
keep,  and  checks  on  them  regularly.  I 
moved  out  of  his  window  office  intc 
cubicle  near  the  engineers.  A  month  in 
the  new  strategy,  only  one  employee  h 
left  and  PurchasingCenter  is  looking 
hire  ten  veterans  of  software  sales  ai 
professional  services.  And  the  company 
in  discussions  with  15  potential  consu 
ing  clients,  with  6  clients  pending. 

Thanks  to  financial  discipline  and  t 
$26  million  of  capital  he  raised  in  Fe 
ruary,  he  has  plenty  to  survive  throu 
the  end  of  the  year.  That  might  be  tir 
enough  to  save  the  company. 


Endgame 

T 


he  unlikeliest  people  are  turning  up  in 
the  offices  of  Houston  attorney  Mitchell 
Seider  these  days.  Like  the  artist-turned- 
Internet-entrepreneur  who  slunk  in  when  he 
couldn't  drum  up  additional  funding  for  his 
money-eating  Web  outfit.  "He  kind  of  got  a 
deer-in-the-headlights  look  as  we  began  to 
discuss  the  consequences  of  the  operation," 
recalls  Seider,  a  shareholder  with  Sheinfeld, 
Maley  &  Kay. 

The  operation  is  bankruptcy,  something 
Seider's  client  probably  never  thought  he 
would  encounter.  But  as  venture  capitalists 
refuse  to  pump  any  more  money  into  profitless 
Internet  schemes,  bankruptcy  is  becoming  the 
only  option  for  some  entrepreneurs. 

Stephen  O'Neill,  an  attorney  in  the  Cuper- 
tino, Calif,  law  firm  Murray  &  Murray,  has  five 
dot-com  clients  filing  for  bankruptcy.  Ten  more 
are  considering  it.  "They  call  and  say,  'We  have  a 
burn  rate  of  $600,000  a  month,  and  we  have 
about  $700,000  in  the  bank.  What  do  we  do?' " 

O'Neill's  advice:  Shut  down  operations  and 
stop  spending  money.  Bankruptcy  is  an  option 
when  assets  drop  to  50%  of  liabilities.  Other- 


wise, he  says,  "you're  just  trying  to  hit  a  hoi 
run  at  the  expense  of  the  creditors."  Bar 
ruptcy  is  a  way  to  push  former  employees  to  t 
front  of  the  line  (behind  the  lawyers  and  t 
government,  of  course)  so  they  can  collect 
to  $4,300  each  in  back  wages  before  otr 
creditors  get  anything. 

The  end  came  quickly  for  CookExpress, 
online  purveyor  of  gourmet  meals  founded 
former  Microsoft  executive  Darby  Willian 
With  $220,000  in  assets  and  $2.3  million  in 
abilities,  there  wasn't  anything  to  reorgani 
Solution:  a  Chapter  7  liquidation.  Ron  M.  Olir 
attorney  for  the  court-appointed  trustee 
charge  of  that  operation,  was  spooked  when 
walked  in:  "The  computers  were  still  on;  the 
were  half-eaten  lunches  rotting  in  the  was 
baskets."  The  domain  names  and  physical 
sets  fetched  $50,000  at  auction. 

Some  companies  (crime-news 
APBNews.com  is  one)  attempt  a  more  com| 
cated  Chapter  II  reorganization,  in  the  ho 
that  some  investor  can  be  persuaded  to  le 
money  to  keep  the  business  going.  But  1 
more  honorable  course  of  action  is  usuj 
Chapter  7.  If  nothing  else,  it  supplies  the  eqi 
investors  with  proof,  useful  at  tax  time,  tl 
their  shares  are  worthless.         —Daniel  Fist 
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Limited  choice?  That's  so  Everyone  Else. 


■ 


Introducing  retirement  financial  services  without  compromise. 


We're  Invesmarf—  the  nation's  largest  independent  retirement  financial  services  company.  What  does  that  mean 
to  your  company  and  your  employees?  Unprecedented  choice.  Greater  flexibility.  Absolute  simplicity.  In  short, 
complete  retirement  benefit  plans  that  are  as  unique  as  your  company. 

We  offer  fully  customizable  retirement  plans  that  go  well  beyond 
401(k)s.  Our  selection  of  independent  investment  products  is  unmatched. 
And  because  we  don't  manage  any  of  the  investments  we  offer,  our  advice 
is  always  unbiased.  What's  more,  we  bring  the  power  of  the  Internet  to 
you  with  interactive  web-based  applications  like  iGuide." 

So  don't  compromise.  Call  1-888-888-0076,  ext.  502,  or  visit  our 
web  site  at  www.invesmart.com  and  see  for  yourself  why  we're  so 
unlike  anyone  else. 


•  Teaming  with  Morningstar  Associates,  LLC,  to  provide 
independent,  unbiased  advice  and  research 

•  Over  $4.5  billion  in  administered  assets 

•  Over  10,000  investment  products  from 
600  fund  families 

•  All  Defined  Contribution  and  Defined  Benefit 
plans,  not  just  401(k) 


•  iGuide'"  for  quick  and  easy  online  plan  creation 

•  Offices  nationwide 


www.invesmart.com         1-888-888-0076  ext. 502 


(/)  invesmart 

Irwtst  Smart.  Rrttr*  Rljht. 
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Insights  By  Peter  Huber 


The  Green  Car  Paradox 


THE  VICE  PRESIDENT  PROPOSES  TO  HELP  DETROIT 
boost  the  efficiency  of  cars.  Should  Governor  Bush 
propose  instead  to  help  shipyards  design  more  ef- 
ficient oil  tankers?  The  Bush  efficiency  program 
might  be  extended  to  include  offshore  drilling  plat- 
forms, refineries,  the  huge  pumps  used  in  pipelines,  and  all 
the  rest  of  the  vast  infrastructure  used  to  deliver  fossil  fuel. 

I  can't  be  serious?  No.  And  the  Vice  President's  plan  isn't 
serious,  either. 

Why  do  people  who  welcome  government  promotion  of 
efficient  cars  choke  at  the  thought  of  government  promoting 
efficient  tankers?  If  efficiency 
is  worth  subsidizing  in  cars, 
why  not  also  in  tankers? 

Because  the  real  objective 
of  people  who  want  the  gov- 
ernment to  develop  more  effi- 
cient cars  and  appliances  isn't 
efficiency  at  all.  What  they  are 
after  is  less  energy  consump- 
tion. And  any  fool  can  see  that 
making  Exxon  or  Mobil  more 
efficient  won't  help  with  that. 
More  supply-side  efficiency 
means  lower-cost  energy, 
which  means  more  consump- 
tion, not  less. 

But  more  efficiency  in  car 
engines  and  refrigerators  has 
much  the  same  effect.  When  internal  combustion  engines 
were  so  inefficient  that  they  hardly  ran  at  all,  they  burned  al- 
most no  gas.  As  engines  grew  more  efficient,  driving  got 
cheaper,  people  drove  more  and  fuel  consumption  rose.  Up 
to  a  point,  gains  in  a  technology's  efficiency  are  bound  to  in- 
crease consumption  of  the  fuel  it  burns.  Raising  the  effi- 
ciency of  the  engine  will  have  exactly  the  same  economic  ef- 
fect as  lowering  taxes  on  its  fuel.  Lower  the  engine's  own 
hidden  tax  on  energy  without  simultaneously  raising  the 
governments,  and  total  energy  consumption  will  rise. 

Or  will  it?  What  efficiency  boosters  really  hope  is  that 

they  can  push  thmg.s  over  the  cusp  of  the  curve,  to  the  point 

where  more  efficiency  translates  into  less  consumption. 

us  a  100-mik-a-gallon  car  engine,  and  surely  we'll  burn 

less  g 

Maybe — or  maybe  not.  All  the  real-world  experience  so 
far  indicates  that  we're  nowhere  near  the  point  where  we 
turn  that  comer.  Year  after  year  our  cars,  jets,  lawn  mowers, 
refrigerators,  home  furnaces  and  computers  grow  more 
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More  efficient 

cars,  jets, 

computers  and 

home  furnaces 

mean  lower-cost 

energy,  which 

means  more 

consumption, 

not  less. 


efficient.  And  year  after  yej 
we  consume  more  energ 
not  less. 

Much  of  the  backslidir 
occurs  under  the  very  sarr 
hood  where  the  efficiency  g< 
raised.  More  efficient  engini 
mean  cheaper  horsepower,  s 
we  trade  in  our  Camry  for] 
Suburban,  and  take  long* 
trips  on  the  weekend.  The  re 
of  the  backsliding  occu 
through  our  wallets.  When  we  reach  the  point  where  we  ju 
can't  stand  the  thought  of  another  mile  on  the  road,  hov 
ever  cheap,  we  take  what  we've  saved  on  gas  money  and  t 
to  Canciin.  Which  is  all  the  more  affordable  because  GE's  ji 
engines  are  so  much  more  efficient,  too. 

Those  who  tout  efficiency  hold  out  the  hazy  hope  tH 
the  consumer  will  some  day  max  out  his  appetite  for  energ 
intensive  pursuits  like  driving  and  flying,  and  channel  h 
time  into  energy-light  activities  like  stamp  collecting.  Pe 
haps  he  will.  Pure  logic  tells  us  that  efficiency  ought  to  stab 
lize  (if  not  lower)  consumption  sooner  or  later.  But  all  actu 
experience  points  to  later — much  later.  Stamps  are  fun,  b 
so  are  power  boats. 

None  of  this  worries  economic  conservatives  very  muc 
We're  all  for  efficiency.  We  dislike  efficiency  by  governme 
edict  only  because  we  doubt  that  it's  real,  once  you  untang 
all  the  hidden  inefficiencies  entailed  by  higher  taxes,  gover 
ment  overhead  and  misdirected  resources. 

For  populist  green  economists,  by  contrast,  efficiency 
the  last,  desperate  hope.  For  political  reasons  they  have 
stand  for  lower  prices  at  the  pump.  For  green  reasons,  th< 
have  to  stand  for  less  consumption,  too.  But  the  combin 
tion  is  next  to  impossible  to  deliver.  Their  efficiency  pr< 
grams  are  going  to  have  to  deliver  efficiency  gains  so  spe 
tacular  that  we  simply  run  out  of  ways  to  use  more  o 
however  cheap  it  may  effectively  be  when  run  through  o 
hyperefficient  new  engines. 

It  could  happen.  Lower  prices  can  lead  to  less  consum 
tion — cheaper  potatoes,  for  example,  allowed  the  impove 
ished  farmer  to  shift  some  of  his  food  budget  to  fancier  fa 
in  19th-century  Ireland.  But  it  is  going  to  take  some  pret 
amazing  technocratic  wizardry  to  transform  oil  into  the  ec 
nomic  equivalent  of  the  potato. 


Peter  Huber  (pwhuber&belladanticnet  I,  <i  Manhattan  Institute  senior 
fetiow,  is  the  author  o/Hard  Green:  Saving  the  Environment  from  the 
Em  ironmentalists.  Home  page:  www.phuber.oom. 


Why  search 


for  pre- 
qualified 


EqualFootingrvt,      the      world's 
leading    business-to-business  online 
marketplace,  is  proud  to  announce  our 
Financial  Center.  We  are  now  directing  our 
growing  network  of  over  20,000  small  business 
buyers     in     the     industrial     supplies,     manufacturing 
and  equipment  industry  -  and  small  companies  in  other 
industries  -  to  come  to  us  for  the  financing  they  need. 

When  you  team  with  EqualFooting,  you  get  instant  access 
to  this  $600  billion  small  business  market.  We'll  draw 
customers  with  our  extensive  national  marketing  campaign. 
You'll  have  complete  control  over  the  new  requests  you 


receive  since  we'll  only  send  you 

small  business  loan  applicants  who 

are  pre-qualified  to  your  requirements. 

Take  advantage  of  this  unique  opportunity 

to  improve  the  profitability  of  your  portfolio  and 

minimize  your  new  business  marketing  expense-at  no  cost 

and  no  obligation.  It'll  be  business  as  usual,  just  more  of  it. 

We  offer  equipment  leasing,  SBA  loans,  lines  of  credit 
and  term  loans.  Call  us  at  703-796-4800  to  find  out  more 
about  how  EqualFooting  can  offer  your  products  to 
our  members. 


EQUALFOOTffVG. 

Industrial  Strength  Small  Business  Solutions 


1-877-55-EQUAL  (877-553-7825) 
www.equalfooting.com 


T  Copyright  2000  EqualFooting.com,  Inc.  All  rights  reserved. 
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Sarah's  work  takes  her  everywhere  the 
wind  blows.  She  works  for  an  aeroelectric 
power  company,  and  work  is  rarely®  the 
office.  But  now  she  can  do  business 
anywhere.  With  the  Mobile  Internet 
Lucent  is  helping  to  create,  anyone  on  the 
go  can  have  the  full  power  of  the  Internet, 
right  at  their  fingertips.  Wherever  they 
are.  No  wires,  no  outlets,  no  desks.  When 
you  change  the  way  people  communicate, 
you  change  the  way  they  do  business. 
Lucent  Technologies.  We  make  the  things 
that  make  communications  work." 

Expect  great  things: 


i  Lucent  Technolog 
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UPWARD  SPIRAL 

Family-run  Roto  Zip  Tool  has  grown  into  a  $116  million  company 
by  selling  a  single  product  for  a  quarter  of  a  century.  Now  what? 


BY  KEMP  POWERS 

ROTO  ZIP  TOOL  CORE'S  SPIRAL 
Saw  is  the  sort  of  gizmo  that 
might  elicit  a  porcine  chortle 
from  Tim  Allen  on  Home  Im- 
provement. It  looks  like  an 
elaborate  drill  with  headlights  around 
the  rotating  bit.  Laugh  all  you  like,  but 
this  device  can  make  precision  cuts  in 
any  direction,  and  at  a  speed  that  will 
leave  your  jigsaw  with  a  serious  case  of 
tool  envy. 

Hardware  outlets  pine  for  it,  too. 
Every  day  the  Cross  Plains,  Wis. 
company  ships  an  average  10,000 
Spiral  Saws — which  retail  from 
$60  to  $200,  depending  on 
add-ons — to  the  likes  of 
Home  Depot,  Sears, 
Lowe's  and  Ace  Hard- 
ware. Sales  jumped 
from   $9   million   in 
1996  to  $116  million 
last  year.  The  company 
is  on  pace  to  crack 
$250  million  in  sales 
this  year.  (Cofounder 
and  Chief  Executive 
Robert   Kopras  says 
he's  profitable,  but  de- 
clines to  give  gross 
margins  for  fear  that  his  retailers  would 
try  to  negotiate  better  terms.) 

Question  is,  how  long  can  this  fam- 
ily-run, privately  held  business  keep  up 
this  ripping  pace  as  a  one-trick  pony? 

Roto  Zip  was  born  out  of  frustration 
back  in  1974.  "I  was  a  journeyman  car- 
penter right  out  of  high  school,"  says  Ko- 
pras. While  doing  drywall  work  he 
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IT'LL  LEAVE  YOUR 
JIGSAW  WITH  A 
SERIOUS  CASE 
OF  TOOL  ENVY. 


needed  a  quick  and  efficient  way  to  cut 
rectangular  holes  for  electrical  boxes. 
After  experimenting  with  several  bits,  he 
came  up  with  a  rotating  bit  that  could  be 
drilled  into  the  wall,  then  guided  into  the 
shape  of  the  box,  thus  combining  the  el- 
ements of  a  drill  and  jigsaw.  Excited,  he 
ran  to  major  tool  companies,  including 
Black  &  Decker,  to  pitch  his  idea.  "They 
told  me  it  would  be  too  cosdy," 
he  laments.  "But  I  knew  I 
had  hit  on  something." 
He  managed  to 
drum  up  about 
$20,000— part  second 
mortgage,  part  retire- 
ment savings  from  his 
wife,  Becky.  Working 
out  of  their  home,  Kopras 
began  to  refine,  and  even- 
tually patent,  the  tool,  adding 
specialized  bits  that 
could  slice  through 
wood,  Plexiglas,  tile, 
aluminum  and  marble 
as  easily  as  that  first 
tool  tore  through  dry- 
wall.  Additional  at- 
tachments enabled  the 
tool  to  do  everything 
from  sawing  though 
screws  and  filing  down  nails  to  blowing 
away  sawdust  with  a  tiny  air  compressor. 
You'd  think  that  any  old  X-inch  drill 
could  do  the  same  if  equipped  with  the 
right  bit,  but  Kopras  says  that  bit  can't  be 
found:  He  owns  all  the  patents  on  the 
Sabercut  bits  that  enable  the  tool  to 
replicate  the  linear  cuts  of  a  saw. 

By  1989  the  Koprases  had  moved  the 


Drill  he  must:  Like  many 
practical  inventions,  the 
Spiral  Saw  grew  out  of 
Bob  Kopras'  frustration. 


Tools  like  the  Spiral  Saw  are  a  growing 
part  of  the  home-improvement  business. 


The  share  of  total  industry  sales 
by  the  top  25  hardware,  home-center 
and  lumberyard  chains. 

Revenues  racked  up  by 
home-improvement  retailers  in  1998. 

of  hardware  store  and  home-center  sales 
came  from  hand  and  power  tools. 

Source:  National  Retail  Hardware  Association  &  Home 
Center  Institute. 

operation  out  of  their  house  and  into  a 
4,500-square-foot  office.  Three  years 
later  Home  Depot  agreed  to  carry  the 
tool  and  sales  broke  $2  million.  Look- 
ing to  goose  revenues,  Bob  and  Becky 
auditioned  to  have  the  tool  spotlighted 
on  QVC — often  the  kiss  of  death  for  a 
product.  "QVC  is  famous  for  fad 
burnouts,"  says  James  Schrager,  a  pro- 
fessor of  entrepreneurship  at  the  Uni- 
versity of  Chicago.  "It's  not  a  consistent 
channel  to  distribute  your  product." 
Still,  the  Koprases  sold  $2.3  million 
worth  of  the  saws  in  a  single  day. 

Roto  Zip's  next  move  also  seemed 
suicidal.  "Everyone  told  us  not  to  do  an 
infomercial,"  says  son  Jason  Kopras,  the 
company's  vice  president,  who  created 
the  spot.  "But  we  wanted  to  demon- 
strate how  the  tool  worked."  So  they  put 
together  a  30-minute  tape,  a  knockoff 
of  Home  Improvement's  "Tool  Time" 
segment,  complete  with  a  tool-belt- 
wearing,  buxom  blonde  assistant  and  a 
contest  between  some  trades  guy  using 
his  equipment  and  Bob  with  the  Spiral 
Saw.  Sales  spiked  again — particularly 
among  women,  who  now  represent  45% 
of  Roto  Zip  buyers. 

That's  a  big  plus  with  retailers,  since 
women  are  the  fastest-growing  segment 
of  the  home-improvement  market.  "We 
currendy  carry  the  saw  in  every  one  of 
our  more  than  1,000  stores,  and  it's  one 
of  the  top-selling  tools  in  our  tool  cen-  § 
ters,"  says  Glenn  Ubertino,  global  prod-  i 
uct  merchant  for  Home  Depot.  "I  think  s 
Roto  Zip's  future  is  so  bright  because  1 
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Bob  is  a  user  as  well  as  a  thinker,  and  he 
knows  what  people  are  looking  for." 

Soon  he'll  offer  customers  a  bigger 
choice  of  products.  Roto  Zip  recently 
spent  $2.5  million  to  buy  Macford  Prod- 
ucts, a  small  (1999  sales,  $4  million)  but 
reliable  20-year-old  U.K.-based  com- 
pany that  specializes  in  a  wide  range  of 
tools  from  precision  drills  to  mini-table- 
saws.  After  modifying  and  enhancing 


these  products,  Kopras  will  slap  on  the 
Roto  Zip  label  and  sell  them  alongside 
the  flagship  item  in  American  stores. 
The  new  products  should  also  help  the 
company  break  into  even  broader  U.S. 
retail  markets,  such  as  Wal-Mart. 

Can  Roto  Zip  make  the  transition 
from  a  one-hit  wonder  to  a  multiprod- 
uct  company  known  for  high  quality? 
There  are  flameouts  like  Shopsmith  and 


then  there  are  some  encouraging  preceJ 
dents.  Kenosha,  Wis. -based  Snap-ort 
made  its  initial  fortune  marketing  the 
then-revolutionary  interchangeable- 
socket  wrench.  Now  it's  a  $2  billion 
(sales)  company  traded  on  the  NYSE. 
Dremel,  of  Racine,  Wis.,  started  out  sell- 
ing a  moneysaving  electric  razor-blade 
sharpener.  Today  it's  one  of  the  domi- 
nant brands  of  mini  power  tools.       F 


BY  DOUG  DONOVAN 

A  man's  home  is  his  ...  Boeing  727?  So  hopes  Thomas  Bennington,  a  former  com- 
mercial pilot  who  buys  jets  for  their  5,500  different  parts  and  plans  to  outfit  the 
gutted  fuselages  as  1,200-square-foot  homes  or  offices.  Only  one  potential  cus- 
tomer so  far:  the  Cromwell  Group,  which  owns  22  radio  stations  and  may  install  a  plane 
atop  its  Nashville  station— if  zoning  officials  approve  the  potential  street  traffic  hazard. 

Bennington,  44,  believes  there's  a  market  for  such  a  domicile  along  the  miles  of 
U.S.  coast  vulnerable  to  hurricanes.  The  55,000-pound  structure  is  anchored  to  a 
st»el  column  at  the  jet's  belly,  a  kind  of  giant  weather  vane.  It  can  withstand  winds  of 
up  to  250mph  on  the  ground.  "We  get  all  kinds  of  flashes  on  the  Internet  telling  us 
we're  stupid,"  he  admits.  "Once  people  see  how  well  these  airplanes  stand  up  in  a  hur- 
ricane, they'll  start  selling." 

But  will  his  Smyrna,  Tenn.-based  Max  Power  Aerospace  really  take  off?  A  scrapped 
Boeing  727  costs  him  $2  million.  Bennington  insists  he  can  sell  the  parts  for  $2.5  mil- 
lion and  a  renovated  fuselage  home  for  a  mere  $270,000.  A  breakdown  of  the  costs  of 
the  potential  deal  with  the  Cromwell  Group  is  at  right. 


98-inch  bearing  for  landing 

gear  replacement  27,590 


Swiveling  mechanism 


15,000 


30-foot  column 


15,000 


Crane  rental 


10,000 


Boeing  technical  supervision  10,000 


Decking  and  railing  for  patio  25,000 


Plane's  shell 


25,000 


Shipping 


5,000 


Exterior  preparation 


20.000 


Entrance  stairs  and  platform 


17,000 


General  contractor  fees 


15,000 


Interior  prep  work 


10,000 


Wood  flooring  5.100 

Heating  and  cooling  systems  6,000 


Electrical 


5.000 


Interior  lighting 


4,800 


Plumbing 


3.000 


TOTAL 


$269,890 
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E-TRADE  ROUTES 

Planning  to  do  global  business  on  the  Web?  Next  Linx  will  ease  the  way. 


BY  CHANDRANI GHOSH 

EXPORT  FACTS  YOU  MAY  NEED  TO 
know  one  day:  If  you  ship  to  Pak- 
istan, you  owe  an  education  tax;  in 
Brazil  you  may  have  to  pay  import  du- 
ties not  only  to  the  Brazilian  feds  i  i 
one  of  the  26  different  states. 

Not  exactly  colloquial  stuff — which 
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is  what  Rajiv  Uppal,  founder  and  chief 
executive  of  Next  Linx,  is  counting  on. 
He  delivers  arcane  trade  information 
over  the  Internet.  The  Silver  Spring, 
Md.  outfit  can  calculate  import  duties, 
taxes  and  shipping  costs;  determine  if 
an  item  needs  an  export  license  (or  if 
there's  an  embargo  against  a  specific 


country  or  individual); 
and  print  all  the  rele- 
vant documentation  for 
shipment.  Cost:  less 
than  $10  an  order. 

An  Indian-born  en- 
gineer, Uppal  conceived 
the  idea  for  the  service 
in  1994  when  he  was 
working  as  a  program- 
mer for  OCR,  a  privately 
held  designer  of  soft- 
ware for  exporters. 
"There  was  a  screaming 
need  for  all- encompass- 
ing export  management 
systems,"  he  says.  But 
his  boss  didn't  want  to 
cough  up  the  money  to 
develop  one.  So  Uppal, 
now  42,  raised  $100,000 
from  friends  and  per- 
sonal savings  and  set  off 
on  his  own. 

Slow  going  the  first 
four  years  while  most  of 
corporate  America  was 
just  waking  up  to  th| 
idea  of  doing  busines 
across  borders  on  th 
Net.  Uppal  set  up  cus 
tomized  systems  for  big 
clients  like  Cisco,  UPS 
and  Boeing.  But  in  199 
he  started  building 
Web-hosted  service  fo: 
small  and  medium-size 
businesses,     chargin 
them  on  a  per-use  basis, 
By  then  competitors 
were  elbowing  into  the 
same    line    of    work. 
Companies  like  Vastera, 
ClearCross  and  Capstan 
had  lots  of  venture  capi- 
tal   backing,    forcing 
Uppal  to  seek  sources  of  cash  beyond 
the  family-and-friends  circle.  Last  year 
he  raised  $5  million — the  bulk  of  it 
from  AT&T  Venture  Fund  and  Kappa  IT 
Ventures — and  gave  up  14%  of  his 
company.  As  business  grew,  so  did  ex- 
penses for  building  a  global  database 
and  adding  new  customers.  Next  Linx 
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Astonishing 

NEW  TECHNOLOGY 
empties  fully  stocked 

WAREHOUSES 

as  if  by 

MAGIC! 


*S 


Introducing  FairMarket:'M  a  powerful  new  suite  of  selling  tools  to  supercharge  your  Web  site. 
And  move  goods  and  services  out  the  virtual  door  like  never  before.  FairMarket  delivers 
auctions,  automatic  price  markdowns  and  other  e-commerce  functions — on  jowrsite,  with 
your  brand — effortlessly  and  quickly.  We  handle  security,  customer  support,  the  works.  And, 
with  the  exclusive  FairMarket  Network,™  your  goods  sell  not  only  on  your  site,  but  on  MSN, 
Lycos,  Excite®  and  other  primo  Web  addresses.  In  other  words,  this  is  powerful  voodoo. 
For  a  free  white  paper,  visit  fairmarket.com,  or  call  800-531-0529. 

How   the   e-world    sells    more   stuff. SM 


fairiarket 


j 


TSC 


Global  e-commerce  is  exploding,  with  Europe  and  Asia  playing 
catch-up.  TJheyshould  account  for  $3  trillion  in  sales  by  2004 


What  the  world  spent  last  year  on  goods 
id  services  over  the  Web. 

North  America's  share  of  global  e-commerce  in  2000. 

This  year's  estimated  e-commerce 
revenues  in  the  Asia-Pacific  region. 

Source:  Forrester  Research  h 


lost  money  for  the  first  time  in  1999  on 
revenues  of  $4  million;  this  year  Uppal 
hopes  to  break  even  on  $10  million. 

"Next  Linx's  strength  is  its  content," 
says  Stacie  McCullough,  an  analyst  at 
Forrester  Research.  Maintaining  that 
competitive  edge  keeps  Uppal  on  his 


toes.  Some  of  it  is 
big-picture  stuff,  like 
keeping  up  on  the 
constantly  changing 
status  of  trade  regu- 
lations around  the 
world.  Some  of  it  is 
minutely  detailed — 
the  fact,  for  example, 
that  the  European 
Union  recognizes 
132  different  wines 
and  charges  different 
duties  on  each,  while 
the  U.S.  divides  them  into  23  tariff  cat- 
egories. Uppal  leans  on  320  full-  and 
part-time  consultants  across  the  globe 
to  update  information  on  a  24-hour 
basis.  Four  trade  lawyers  interpret 
changes  in  trade  laws.  To  keep  costs  low, 
Next  Linx  has  set  up  an  office  in 


Bangalore,  India,  where  it  pays  pro- 
grammers $15,000  a  year  and  data  entry 
clerks  $7,000. 

Uppal  has  mighty  plans.  The  Next 
Linx  database  currently  has  informa- 
tion on  65  countries;  he  aims  by  year- 
end  to  add  another  50,  by  then  covering 
99%  of  global  trade.  The  system  can 
handle  10  million  transactions  a  day, 
even  though  the  company  will  be  pro- 
cessing only  200,000  transactions  in  the 
whole  month  of  August.  But  this  is  a 
game  of  wildly  optimistic  numbers. 
Global  e-commerce,  says  Forrester,  will 
grow  from  $657  billion  today  to  $6.8 
trillion  by  2004.  That's  assuming  a 
change  of  heart  from  many  of  the  85% 
of  U.S.  businesses  that  don't  yet  handle 
online  orders  from  abroad.  A  big  "if — 
but  a  potentially  big  payoff  for  Rajiv 
Uppal  if  they  do. 


FOR  IMPATIENT  HEIRS 

You  can  wait  years  for  your  inheritance— or  get  an  advance  from  Doug  Lloyd.  It  will  cost  you. 


BY  BRIGID  MCMENAMIN 

THREE  YEARS  AGO  AMERICAN 
mountain  climber  Joseph  De- 
James,  48,  slipped  off  a  glacier  in 
British  Columbia.  Though  nobody  chal- 
lenged Dejames'  will,  it  took  2xli  years 
for  his  $438,000  estate  to  get  through 
probate.  The  slow-as-molasses  system 
served  the  insiders  well  enough:  A  New 
Jersey  executor  picked  up  $18,000  in  fees 
and  the  Princeton  lawyer  handling  the 
estate  pocketed  $17,000  for  his  troubles, 
which  included  selling  Dejames'  house, 
appraised  at  $190,000,  to  a  chum  for 
$1 56,000.  But  probate  clearly  didn't  serve 
the  heirs  very  well. 

Could  it  happen  when  it's  your  turn 
to  come  into  some  money?  It  sure  could. 
An  uncontested  estate  can  easily  take  a 
year  to  wind  its  way  through  a  Con- 
necticut probate  court  or  take  twice  that 
long  in  big  cities  like  Boston.  Marilyn 
Monroe's  $  1 .6  million  estate  was  settled 
18  years  after  her  death,  with  less  than 
10%  going  to  her  heirs,  and  more  than 
$1  million  to  probak  court  Ices  and  legal 
costs,  say  Dennis  Clifford  and  Cora  Jor- 


Buyer  of  birthrights:  Lloyd  exploits  a  wrenchingly  slow  and  inefficient  probate  system. 
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laptopless 


Right  now,  if  you  want  to  do  business 

on  the  Web  you  need  your  computer, 

which  can  be  pretty  inconvenient 

in  the  back  seat  of  a  cab.  But 
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dan  in  Plan  Your  Estate  (www.nolo.com). 
Pending  reform  of  the  system,  for 
which  you  should  not  hold  your  breath, 
there  will  be  a  thriving  business  for  out- 
fits like  Inheritance  Funding  (www. 
ifccash.com).  The  San  Francisco  firm 
makes  cash  advances  to  heirs-in-waiting, 
minus  a  discount  of  15%  to  40%.  "Peo- 
ple mink  our  fees  are  outrageous,"  ad- 
mits founder  and  President  Douglas  B. 
Lloyd,  60.  "But  nobody  is  willing  to  help 


PEOPLE  THINK  OUR  FEES 
ARE  OUTRAGEOUS.  BUT 
NOBODY  IS  HELPING  PEOPLE 
IN  DESPERATE  NEED. 


J 


people  in  desperate  need." 

The  business  of  buying  inheritances 
goes  back  at  least  to  Genesis  25:33  (re- 
member Esau  who  sold  his  birthright  to 
brother  Jacob  for  a  mess  of  pottage?),  but 
it  has  gotten  a  boost  of  late  from  the  In- 
ternet, which  makes  it  easier  for  lenders 
and  desperate  heirs  to  find  one  another. 
Lloyd  makes  advances  on  150  or  so  in- 
heritances a  year,  from  which  he  says  he 
collects  S2.5  million  in  revenues.  Fearful 
of  becoming  subject  to  usury  laws,  he 
prefers  to  call  his  transactions  purchases, 
not  loans.  But  the  economic  substance 
of  them  is  a  nonrecourse  loan.  You  as- 
sign to  him  the  first,  say,  $33,000  of  your 
expected  $100,000  bequest;  he  takes  his 
chances  that  your  bequest  will  not 
amount  to  something  less  than  $33,000 
or  arrive  years  late. 

Born  in  England,  Lloyd  has  long  been 
an  opportunist.  He  spent  his  youth  ex- 
ploring for  oil  in  Nigeria  and  doing  sys- 
tems analysis  in  Australia.  After  immi- 
grating to  the  U.S.,  he  hawked  real  estate 
tax  shelters.  At  Inheritance  Funding  he 
does  whatever  it  takes  to  collect,  even  if  it 
j  means  going  after  his  own  clients.  He 
I  once  persuaded  a  Missouri  judge  to  oust 
a  pair  of  executrices  because  the  sisters 
just  could  not  seem  to  sell  Mom's 
5100,000  home  once  Lloyd  paid  them 
<  15,000  for  a  $23,000  share.  "Let's  just 
ley  weren't  sa\vy  businesswise,"  he 


shrugs.  The  court  put  in  a  professiona  l 
administrator,  who  sold  the  house  anc 
paid  off  Lloyd  pronto. 

Sometimes  Lloyd  has  to  pedal  prert\   . 
hard  to  get  what  he's  owed — as  in  the    - 
case  of  Theresa  (not  her  real  name),  sok 
income  beneficiary  of  her  grandfather'.' 
trust.  Though  the  trust  had  grown  to  $2 
million  by  1995,  it  produced  only  $20,00C  _ 
a  year  because  dividends  and  interest  fel 
as  stock  prices  rose.  Theresa  found  it  dif- 
ficult to  raise  her  two  children 
on  a  schoolteacher's  salary,  yel 
her  trustees  refused  to  tap  th« 
principal,  citing  their  duty  tc 
preserve  it  for  the  children. 
Desperate,  the  30-year-olc  , 
heiress  answered  Lloyd's  ad  ir 
the  Los  Angeles  Times.  He  of- 

fered  her  $50,000  for  the  nexl  I 

$75,000  of  her  trust  income 
Two  years  later  she  filed  for  bankruptcy  _ 
after  the  Internal   Revenue  Service  i 
slapped  a  $6,500  lien  on  her  trust  income.  I 
choking  off  payments  to  Lloyd.  Fearing 
he  might  never  collect,  Lloyd  talked  heij 
trustees  into  diversifying  the  trust's  port-| 
folio  to  increase  her  income.  Once  Lloyd 
is  paid  in  full  next  year,  she'll  receive 
$40,000  per  year. 

Inheritance  Funding  has  several  nev*4 
competitors,  including  Cheryl  Heyink  ol 
Advance-Direct.com  and  Ladd  Frama 
of  Inheritance  Now  (www.heiradvance 
.com).  But  given  the  constipated  state  o  ( 
the  probate  system,  there's  quite  enough 
business  to  spread  around. 


The  award  to  Doris 
Dukes  adopted  daughter,  Chandi,  a 
belly  dancer,  to  settle  Duke's  estate. 


E 


The  number  of  diamonds  in  a 
framed  portrait  of  Louis  XVI, 
bequeathed  by  Benjamin  Franklin  to 
his  daughter. 


Sou, 


The  amount  set  aside  by  Grate 
Dead  leader  Jerry  Garcia  to  anyo 
who  claimed  to  be  his  love  child 

rces  Forbes:  ww*  ca-probate  com. 
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NEXT  MEETI 


HEIGHT 


ou  get  a  different  perspective  from  up  here, 
high  in  the  Southern  Rockies  of  Colorado. 
You're  in  the  midst  of  250  magnificent 
niles  known  as  Forbes  Trinchera  -  the  perfect 
from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
ional  staff  of  fifty,  fit  perfectly  into  the  natural  set- 
this  property. 

Here,  you're  surrounded  by  majestic  beauty, 
eaks  scrape  the  blue  Colorado  sky  -  the  highest 
g  14,345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 


feel  invigorated,  revitalized  and  re-generated.  You  will  accom- 
plish much  more  at  your  meetings. 

And  after  work,  there's  play.   More  than  forty 
miles  of  trout  filled  streams.    Miles  of  trails  to  hike 
on  and  discover.  Skeet  shooting.  Horseback  riding.  And 
you're  not  that  far  from  a  challenging  golf  course.  Let  our  alti- 
tude give  your  next  meeting  a  fresher  attitude.  If  you'd 
like  a  closer  look,  call  01-719-379-3263,  or  email  us 


at  tryland@forbes.com 


FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retreat 
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MICE  ARE  NIC 

THE  C.A.T.  I 

Forbes  is  first  to  introduce  :Cue:C.A.T.™  technology 


:s  subscribers  are  first  to  get  it! 


•Ge*C 


nioitalN  !..'Mi.!l!JJ:Q«m 


teeth.  Just  amazing  new  technolo- 
gy that  will  forever  change  the  way 
you  interact  with  this  magazine. 
And,  all  Forbes  subscribers  will  be 
getting  a  :Cue:C .A.T.  FREE! 

With  a  :Cue:C.A.T.  device  devel- 
oped by  DigitalConvergence.com, 
you  will  swipe  a  :Cue,  which 
looks  like  this: 


HIT 

IHERE  IT'S  H 


And  be  taken  directly  to  a  specific 
Web  page,  giving  you  the  informa- 
tion you  want  instantly — another 
way  Forbes  keeps  you  ahead  of 
the  curve. 

Plus,  as  a  Forbes  subscriber,  when 
you  get  your  :CAX,  you  can  swipe 
a  special  :Cue  and  enter  the  Forbes 
"Swipe  A  Jaguar  SwipeStakes™*\ 
which  features  $500,000  worth  of 
fabulous  prizes  including  two 
BMW  motorcycles,  two  Audemars 
Piguet  watches  and  Jive  Jaguar 
2001  S-TYPE  cars! 

So,  be  on  the  lookout  for  your 
:Cue:CA.T.  package  in  late  August- 
Then  be  ready  to  swipe  more  :Cues 
in  the  September  11  Best  of  the 
Web  issue,  as  well  as  future  issues 
of  Forbes,  ASAP  and  FYI  for  more 
chances  to  enter  the  SwipeStakes. 


If  you  thought  the  mouse  was  cool, 
you  ain't  seen  nothing  yet. 

Title  sponsor:  Jaguar 

Participating  sponsors:  Audemars 
Piguet,  BMW  Motorcycles,  A.T. 
Cross,euroVacations.com,  Visteon, 
GolfDigest.com,  Fodors,  OnStar 

Forbes 
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Other  People's 


With  a  little  bit  of  their 

own  capital  and  a  lot  of 

salesmanship,  two 

entrepreneurs  got 

themselves  a  potentially 

enormous  payoff  in  a 

fiber-optic  network. 

EVEN  AMID  THE  BUILDING 
binge  of  fiber-optic  networks, 
the  dream  of  Morton  Aaron- 
son  and  Peter  Geddis  is  partic- 
ularly ambitious.  Their  Aerie 
Networks,  a  fledgling  outfit  in  Denver, 
aims  to  build  a  20,000-mile  network  at 
a  cost  of  up  to  $5  billion. 

If  they  can  deliver,  it  will  encompass 
almost  9  million  miles  of  fiber 
strands — four  or  five  times  as  manv  as 
the  new  networks  laid  by  big  rivals  like 
Qwest.  Established  players  often  carry 
96  lines  sheathed  in  a  plastic  pipe;  Aerie 
crams  in  432  lines,  enough  to  transmit 
300  years  of  content  of  an  average 
newspaper  800  times  per  second. 

The  idea  is  to  wholesale  ultracheap 
bandwidth,  says  Aaronson,  Aerie's  pres- 
ident. It  will  start  slowly,  and  Aerie  will 
fire  up  the  new  fiber  only  as  demand 
warrants.  And  while  Aaronson  will  sell 
space  to  long-distance  carriers,  he  is 
betting  a  new  class  of  customer  will 
emerge — companies  bent  on  creating 
and  selling  new  uses  for  all  that  fiber — 
and  that  Aerie  will  be  the  low-cost 
provider. 

kn  fiber  (nol  vet  in  use)  sells 
000  per  mile  per  strand, 
ill,; 

could 

.000 


Money 

BY  QUENTIN  HARDY  WITH  JENNIFER  GODWIN  i^ 


set  off  a  raging  price  war.  "So  what?" 
Aaronson  says.  "I've  got  five  times  the 
capacity,  and  I  can  undercut  the  oth- 
ers by  75%." 

Pretty  audacious  for  a  firm  that  did 
not  exist  two  years  ago.  The  idea  for 
Aerie  was  hatched  in  August  1998, 
when  Aaronson,  a  nine-year  veteran  at 
the  old  MCI,  was  working  at  KN  Energy, 
then  one  of  the  nation's  largest 
pipeline  operators.  He  oversaw  half  a 
dozen  businesses  and  was  looking  at 
how  KN  (now  Kinder  Morgan)  could 
cash  in  on  a  hidden  asset:  rights-of-way 
for  25,000  miles  of  pipes  across  26 
states,  precious  assets  for  fiber  builders. 

In  this  effort  Aaronson  had  a  sharp 
consultant:  Peter  Geddis,  who  had 

Goliaths  of  Glass  

Multiply  the  length  of  a  pipeline  by 
the  lit  fiber-optic  strands  inside  it  and 
you  get  a  network's  fiber  miles.  Aerie 
aims  to  have  the  most  of  anyone. 


Name 


Fiber 
miles 


Completion 
date 


Aerie  Networks    8.885.376 


2004 


AT&T 

5.148.000 

2001 

Lml3 

2.304.000 

2001 

Qwest 

1.836.480 

completed 

Broadwing 

1.507.200 

completed 

Global  Crossing 

480.000 

completed 

helped  found  Qwest.  They  quickly  re 
ized  KN  could  profit  most  by  pooling 
rights-of-way  with  rivals'  to  pave  I 
way  for  a  nationwide  network.  Sckh 
occurred  to  them:  Why  not  build 
ourselves? 

Qwest  started  out  with  a  m< 
3,000-mile  network.  This  time,  Ged 
told  his  partner,  let's  start  big.  Tt 
agreed  that  Aaronson,  now  41,  wot 
be  president  and  Geddis,  now  : 
would  be  chief  executive.  They  aim 
to  create  something  from  nothing: 
raise  cash  on  an  idea,  then  persua 
natural  combatants — the  gas  pip 
lines — to  give  them  valuable  real  est 
in  exchange  for  a  stake  in  a  compa 
that  didn't  yet  exist. 

No  one  in  telecom  had  ever  tried 
corral  a  dozen  foes  into  an  alliance 
build  a  national  network.  But  their 
ural  enmity  was  overcome  by  en 
They  all  had  seen  rival  Williams  Go) 
munications  win  Wall  Street  cachet 
parlaying  its  own  rights-of-way  i 
first  one  fiber  web  (Wiltel)  and 
second 

In   [anuary   1999  Aaronson 
( leddis  began  wooing  the  gas  supplid 
backed  by  .1  few  million  dollars  in 
mone)  from  KN.  It  was  tortuous.  A 
no  name  Aerie  hail  to  face  down  mi 
billion  dollai  titans. 


J4*KliJ*<lTt 


"It  was  kind  of  a  David-and-Goliath 
situation,"  recalls  Mark  Sweeney,  a  di- 
rector at  pipeline  Sempra  Energy,  who 
negotiated  with  Aerie.  "We  had  some 
pretty  bitter  disagreements."  Aaronson, 
who  packs  towering  forcefulness  into  a 
5-foot-6-inch  frame,  allows  that  the  big 
partners  pounded  him  down:  "I  was  6- 
foot-5  when  I  started  this." 

Desperate  for  a  way  to  show  the 
pipelines  they  were  better  off  together, 
an  Aerie  executive  used  game  theory  to 
design  a  mock  online  auction  of  rights- 
of-way.  For  months  pipeline  executives 
placed  bids  on  every  route,  talking  over 
their  progress  each  week.  Soon  it  was 
clear — the  real  estate  would  fetch  a 
one-time  fee  of  maybe  $10,000  per 
mile;  or  the  pipelines  could  swap  it  at 
that  rate  for  a  stake  in  something  big- 


ger. Much  bigger.  Once  the  fiber  is  in 
the  ground,  a  mile  of  it  could  be  worth 
$1,200  per  strand. 

Yet  by  late  August  1999  Aerie  still 
hadn't  signed  a  single  pipeline.  Fearless, 
Aaronson  made  an  offer  to  KN's  new 
owner,  Kinder  Morgan:  Let  us  pay  back 
the  few  million  in  KN  funding  and  take 
the  effort  independent.  Done.  Five 
weeks  later  their  nascent  company  was 
given  a  value  of  $29  million  as  Vantage- 
Point  Venture  Partners  paid  $10  million 
for  a  35%  stake. 

But  the  pipelines  kept  balking. 
When  Aerie  hosted  the  first  face-to-face 
gathering  with  all  of  them  last  fall, 
Aaronson  hoped  to  give  up  only  20% 
equity  to  get  hold  of  14,400  miles  of 
rights-of-way.  Some  pipeline  compa- 
nies demanded  86%.  Aaronson  was 


crestfallen.  "I  don't  know  how  we're 
going  to  close  that  gap,"  he  told  his  wife 
at  the  time. 

It  took  another  six  months  of  hag- 
gling to  strike  a  deal.  In  April  Aerie  se- 
cured right-of-way  assets  valued  at  $150 
million  from  12  pipeline  companies  in 
exchange  for  a  combined  30%  stake.  The 
fiber  firm,  valued  at  $30  million  just 
seven  months  earlier,  suddenly  was 
worth  $500  million  on  paper.  Aaronson, 
Geddis  and  at  least  seven  other  managers 
hold  a  30%  stake  in  the  company. 

A  lot  more  capital  has  to  be  raised 
and  a  lot  of  backhoes  have  to  get  to 
work  before  this  paper  company  turns 
into  something  real.  If  it  succeeds,  it 
will  prove  a  truth  about  the  telecom 
business:  Technology  is  easy,  but  the 
partnering  is  hard.  F 
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Lyin'  Eyeballs 

Traffic  is  money  in  the  bank  to  a  Web  site.  The 
temptation  to  fudge  the  numbers  is  great. 


BY  SCOTT  W00LLEY 

IN  MAY  ABOUT.COM  ELBOWED  PAST 
NBC's  family  of  Web  sites  to  become 
the  seventh-most-visited  destination 
on  the  Internet.  The  company  issued  an 
ebullient  press  release,  and  the  stock  mar- 
ket responded  in  kind,  bidding  up  stock 
in  the  Web  directory  7%  in  one  day. 
Chief  Executive  Scott  Kurnit  boasted  in 
the  release  that  the  step  up  the  rankings 
ladder  "is  a  testament  to  the  quality  of 
our  products  and  services." 

Left  unmentioned  was  another  fac- 
tor behind  About. corn's  recent  traffic 
growth:  a  burst  of  visitors  coming 
from  a  site  called  Hitbox.com.  In  the 
week  before  the  release  was  issued, 
Hitbox  was  the  third-biggest  source  of 
traffic  for  About. coin's  home  page, 
generating  3.2%  of  the  page's  traliu 
according  to  data  from  Nielsen-Net- 
s  of  new  ti  affic — Web 
;  I        icing  be- 
Vbou  Hitbox 
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sent  closer  to  8%  6Tthe  total. 

How  did  an  obscure  site  like  Hit- 
box,  which  itself  ranks  a  lowly  590th  in 
Web  visitors,  generate  such  a  huge  per- 
centage of  About.com's  traffic?  Simple. 
When  am  visitor  arrived  at  Hitbox's 


home  page,  a  second  browser  windov 
opened  displaying  About.com's  horm 
page.  The  new  window  wasn't  a  typica 
pop-up  ad,  but  a  second  browser  screei 
hidden  behind  the  main  browser  win 
dow.  Ratings  agencies  counted  eacl 
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A  New  Company. 

Take  your  pick,  we're  ready  to  go. 


Many  words  describe  us.  The  main  idea  is  this: 
Arvin  and  Meritor  Automotive  are  now  ArvinMeritor — 
one  powerful  company.  We're  a  major  player  in 
the  commercial  vehicle,  light  vehicle,  auto  and 
truck  aftermarkets   and   coil   coating   businesses. 


And,  as  a  $7.5  billion  global  supplier,  we're  posi- 
tioned to  reach  emerging  markets,  innovate  new 
integrated  systems  and  modules,  and  exceed 
customer  expectations.  ArvinMeritor.  We've  come 
together  as  a  new  company  that's  ready  to  go. 


ArvinMeritor 


irvinmeritorinc.com 
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and  every  visitor  to  Hitbox  as  a  new 
visitor  to  About.com,  despite  the  fact 
that  many,  if  not  most,  of  the  shang- 
haied users  logged  off  without  ever  see- 
ing the  hidden  window.  Hitbox  typi- 
cally charges  sites  such  as  About.com 
$15  to  $20  per  thousand  visits. 

These  days  in  dot-com  land,  scoring 
ever-higher  numbers  of  "unique  visi- 
tors" is  crucially  important.  Wall  Street 
tends  to  reward  stocks  that  can  show 
steady  increases  in  traffic  as  measured 
by  Nielsen  or  its  competitor  in  this 
business,  Media  Metrix.  The  stock/traf- 
fic correlation  was  recently  docu- 
mented in  a  study  by  accounting  pro- 
fessors   Elizabeth    Demers    of    the 


paigns.  "It's  very  possible  to  increase 
your  numbers  without  improving  the 
health  of  your  business." 

Many  sites  trying  to  catch  Wall 
Street's  eye  see  the  trade-off  of  quality 
traffic  for  quantity  as  a  bargain  worth 
making.  Dealtime.com,  a  comparison- 
shopping  site,  has  shown  rapid  traffic 
growth  since  the  beginning  of  the  year, 
about  the  time  it  filed  to  go  public.  But 
much  of  its  traffic  is  from  sites  like 
FreeLotto,  which  sent  55,000  surfers  to 
Dealtime  in  May,  making  it  the  site's 
second-biggest  traffic  source,  according 
to  Nielsen.  The  new  visitors  don't  ap- 
pear to  be  as  interested  in  Dealtime's 
content.  Its  average  number  of  page 


"WE  DO  OUR  BEST  TO  CATCH  THESE  TRICKS, 
BUT  NEW  ONES  COME  UP  ALL  THE  TIME" 


University  of  Rochester  and  Baruch  Lev 
of  New  York  University. 

But  tactics  like  About.com's  hidden 
window  suggest  that  traffic  increases 
aren't  always  as  healthy  as  they  seem. 
Hidden  windows  are  just  one  of  the 
gimmicks  dot-coms  now  employ  to  in- 
flate unique  visits  with  little  regard  to 
whether  the  visitors  end  up  using  the 
site  to  buy  products  or  view  ads. 

The  biggest  sources  of  suspect  traf- 
fic are  lottery  sites,  such  as 
FreeLotto.com,  Luckysurf  and 
Iwon.com.  FreeLotto,  for  example,  has 
users  pick  lottery  numbers  for  prizes  up 
to  $1  million.  To  register  the  bet,  Web 
surfers  must  click  on  a  banner 
ad.  That  click  transports  visi- 
tors to  an  advertiser's  site, 
where  a  unique  visit  is  regis- 
tered. Visitors  are  then  free  to 
leave  the  site  immediately. 
FreeLotto  says  it  has  registered 
10  million  users  since  launch- 
ing the  site  a  year  ago. 

"I've  had  pre-IPO  clients 
come  to  me  and  say  they  just 
want  to  increase  their  Media 
Metrix  numbers,"  says  Evan 
Grossman,  vice  president  of 
HookMedia.  which  helps  con- 
strue t  and  analyze  Web  ad  cam- 
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views  shrunk  from  seven  in  December 
to  four  in  May,  according  to  Nielsen. 
(Dealtime  disputes  the  data,  saying  its 
internal  numbers  show  page  views 
growing.) 

A  variant  of  the  lotto  sites  are 
prize-driven  nd  vehicles  such  as 
Treeloot.com.  The  site  lets  Web  surfers 
click  on  a  tree  with  thousands  of  tiny 
leaves.  Pick  the  right  leaf  and  you  could 
win  a  few  hundred  dollars.  Treeloot  ag- 
gressively drives  Web  surfers  to  its  ad- 
vertisers' sites.  At  one  point  an  ani- 
mated gorilla  pops  up  to  say:  "I'm 
going  to  eat  you  alive  if  you  don't  start 
visiting  more  sponsors!"  The  site  con- 


Potemkin  Visitors 


stantly  promises  to  reward  Web  surfers 
with  better  odds  of  picking  the  right] 
leaf  if  they  visit  advertisers,  especially  ifj 
they  register  with  those  sites  as  users. 

Treeloot  has  proven  to  be  a  major 
source  of  traffic  for  Coolsavings.com,  a 
coupon  site.  Since  January  Coolsavings' 
number  of  registered  households  had 
shot  up  32%  to  6.6  million.  In  May  traf-( 
fie  was  up  50%,  according  to  Nielsenj 
Those  increases  helped  Coolsavings  gen 
its  May  initial  public  offering  off  the 
ground  following  Nasdaq's  April  crash. 

But  the  site's  new  users  aren't 
sticking  around  for  long  (see  charts) 
Coolsavings  Chief  Executive  Stevenj 
Golden  dismisses  the  importance  oB 
the  change  in  visit  length.  "This  is  not 
a  site  where  people  are  meant  to  come 
and  spend  a  lot  of  time,"  he  says. 

Another  tactic  for  inflating  traffic  is 
to  attract  longtime  Web  users  because 
they  are  more  likely  to  be  included  in 
the  Media  Metrix  sample  audiences. 
Some  sites  that  cater  to  Web  veterans, 
mainly  older  sites,  even  pitch  their  ad- 
vertisers with  that  come-on.  Becaus 
Media  Metrix  uses  55,000  Web  users  t(j 
represent  78  million,  getting  one  sam 
pie  member  to  visit  is  the  same  as  get- 
ting 1,400. 

Nielsen  and  Media  Metrix  both  say 
they  are  working  to  prevent  their  ratings 
from  being  gamed,  and  are  constantly 
improving  their  sampling  techniques 
"We  do  our  best  to  catch  these  tricks, 
but  new  ones  come  up  all  the  time,* 
sighs  Jerry  Hsu,  a  Nielsen  spokesman 
Investors,  be  forewarned.  ¥ 


An  increasing  amount  of  Coolsavings. corn's  traffic  is  coming  from  lotto  and  other  prize- 
driven  sites.  These  surfers  don't  stick  around,  so  traffic,  measured  in  minutes,  is  down. 
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LEADERS  SELECT  LEADERS 

It's  easy  to  set  up  a  web  store,  but  much  more  difficult  to  actually  sell  online.  That's  why  eCommerce  leaders 
Cisco  and  Dell  both  chose  Selectica  to  power  their  next  generation  Internet  Commerce  configuration  capabilities. 
With  Selectica,  Cisco  and  Dell  will  provide  their  customers  a  unique  interactive  buyer  experience.  Our  Internet  Selling 
System  enables  customers  to  find,  configure  and  accurately  order  even  the  most  complex  products  easily  and  efficiently. 
Find  out  how  in  our  free  guide  Seven  Keys  to  Internet  Selling  Success.  Plus,  learn  how  eCommerce  leaders  Cisco, 
Dell  and  others  successfully  sell  complex  products  and  services  online  in  the  new  book,  Net  Ready  (a  $24.95  value, 
free  to  qualified  respondents).  Just  call  toll-free  800-900-2850,  ext.  3000  or  visit:  www.SELECTICA.COM/netready4 


<£>  SELECTICA 

*  The  Internet  Selling  Systems  Company 


Go  to  WWW.SELECTICA.COM/NETREADY4  to  qualify  for  a  FREE  copy  of  Net  Ready  (a  $24.95  value),  the  story  of  how  eBusiness  leaders  like  Cisco 
and  Dell  achieve  online  success  (free  to  qualified  respondents).  Plus,  all  respondents  will  receive  a  free  copy  of  Seven  Keys  to  Internet  Selling  Success. 
Offer  valid  through  10/31/00.  Void  where  prohibited.  View  complete  rules  at  www.selectica.com/qualiflcations. 
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The  New 
Newport  News 

Why  did  Bill  Gates  buy  into  a  114-year-old  shipbuilder? 
Maybe  he  liked  the  software.         Rfef>- 


BY  HOWARD  BANKS 

YOU  PROBABLY  WOULD  NOT  HAVE 
envied  William  P.  Fricks  on  his  ap- 
pointment to  the  top  job  at  New- 
port News  Shipbuilding  in  late  1995. 
Here  was  an  old-time  metal  bender,  with 
scant  prospects  for  growth  and  no  way 
to  make  big  profits  in  the  cost-plus  world 
of  defense  contracting.  And  in  a  shipyard, 
things  move  at  the  speed  of  cold  mo- 
lasses. It  takes  seven  years  to  build  a  nu- 
clear aircraft  carrier,  36  months  just  to 
refuel  and  refit  an  existing  one. 

Since  Fricks,  now  55,  took  over,  he 
has  withstood  two  hostile  takeover  at- 
tempts, from  Litton  Industries  and  Gen- 
eral Dynamics,  a  bitter  four-month 
strike  and  catastrophic  losses  on  a  ven- 
ture to  build  double-hull  petroleum 
tankers.  Newport  News  now  counts  on 
the  U.S.  Navy  for  98%  of  its  revenues. 
Fricks  eked  out  a  4.4%  net  profit  margin 
(including  a  nonrecurring  gain)  last  year 
on  sales  of  $1 .9  billion. 

What  do  you  do  to  iazz  u  p  a  heap  of 
is?  Gel  technology — specif- 
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ically,  software.  Three  years  ago,  at  the 
height  of  the  turmoil  at  Newport  News, 
Fricks  called  in  IBM  to  analyze  the  way 
work  flowed  through  the  huge  shipyard, 
which  covers  555  acres  along  prime 
James  River  waterfront.  To  implement 
the  changes  he  appointed  Steven  C.  Has- 
sell,  then  a  30-year-old  computer  science 
graduate  of  the  Naval  Academy. 

Hassell  has  learned  a  lot  about  forc- 
ing an  all-embracing  information  sys- 
tem into  a  1 14-year-old  company.  "I  was 
young  and  new  to  the  industry,  so  I 
could  ask  the  stupid  questions,"  Hassell 
says.  Stupid  maybe,  but  revealing.  His 
initial  survey  at  Newport  News  showed 
that  there  were  225  different  data  pro- 
cessing systems,  that  they  had  9.7  mil- 
lion lines  of  code,  mostly  in  Fortran  and 
Cobol,  and  that  it  was  impossible  to  hire 
people  who  could  write  in  these  near- 
dead  languages.  "If  we  had  done  noth- 
ing, the  160  programmers  we  have 
would  soon  have  spent  100%  of  their 
time  on  maintenance,"  Hassell  says. 

First  lesson:  Avoid  a  "toy  hunt."  He 


means  do  not  let  people  choose  software 
or  hardware,  however  neat,  before  you 
determine  exactly  how  the  business 
works  and  how  to  make  it  work  better. 
Second  lesson:  Use  the  best  available 
off-the-shelf  software.  Plagiarize,  says 
Hassell,  steal  the  best  experience  of  oth- 
ers. IBM's  knowledge  played  here.  And 
at  all  costs  stop  in-house  programmers 
and  engineers  from  writing  their  own 
enhancements  to  prepackaged  software 
to  "optimize  it."  All  that  does  is  block 
you  from  updates.  "In  the  two  years 
since  we  really  got  started  we  have  put 
in  the  second  upgrade  of  SAP,  the  third' 
of  Aspect  (which  manages  material  and 
components  supply)  and  several  on  Or- 
acle database  management,"  Hassell 
says.  Also  make  the  system  suppliers  re- 
sponsible for  routine  maintenance  of 
their  packages.  Other  important  conn 
ponents:  an  IBM  data  management  pro- 
gram to  link  the  differ 
ent  applications  and 
computer-aided  design 
from  an  IBM  partner, 
Dassault  Systemes. 
The  software  is  hav 
ing  an  impact.  Newport  News  used  i 
maintain  13  catalogs  using  8.5  millio 
part  numbers  for  ships  over  the  ages. 
Now  there  is  one  list  of  3.5  million  part 
numbers.  Designers  can  search  the  whole 
list  in  under  15  seconds  to  see  if  there  is 
already  a  suitable  part,  without  drawing 
a  new  one  for  each  new  ship.  The  new 
design  tools  eliminate  the  need  foi 
mock-ups  of  submarines.  Instead,  the 
Navy  brass  walk  through  a  virtual  sub- 
marine sitting  in  a  computer's  memory 
Newport  News  has  10,000  fiber-con 
nected  PCs  in  a  yard  that  employs  17.00C 
people.  That  means,  says  Fricks,  "getting 
the  information  into  the  hands  of  shof 
supervisors  and  giving  them  the  author- 
ity to  change  things  to  cut  their  costs.  I' 
used  to  be  that  they  operated  to  satisfy 
the  boss  who  shouted  loudest." 

Somebody  is  noticing.  This  year  Bil 
Gates  revealed  that  his  private  holding 
company,  Cascade  Investment,  has  ac 
cumulated  an  8%  stake  in  Newpor 
News.  Since  1996  the  latter's  stock  ha 
more  than  doubled  to  $38.  I 


Like  big  ships, 
shipyards  take 
eons  to  turn: 
William  P. 
Fricks  has  the 
helm  hard  over. 


"AT&T  Business  Network  gave  us  a  single-source, 
Web-based  networking  solution  that  easily  keeps  up 
with  our  company's  rapid  expansion." 


*m 


ake  me 

I  to  the  corner  of  Speed  and  Integration. 


Hurry,  I'm  on  Internet  time.  nashcom,  one  of  the  nation's 

leading  broadband  service  providers,  wanted  a  more  innovative  and  cost-effective  communications 
network  that  adapts  as  their  company  expands. They  also  wanted  to  manage  the  solution  in 
a  Web  environment.  AT&T  Business  Network  provided  Flashcom  an  integrated  network 
solution  consisting  of  a  full  range  of  data,  IR  wireless,  local,  international  and  long  distance 
services.  All  through  one  contract,  one  monthly  bill  and  a  single  point  of  contact  for  cus- 
tomer care.  And,  AT&T  Business  Network  allows  Flashcom  to  order  services,  track  maintenance 
requests  and  pay  charges  -  all  online.  If  your  company  wants  simplicity  and  cost-effectiveness  from 
a  company  that  can  grow  with  you,  let  AT&T  Business  Services  take  you  there  -  now. 


AT&T 


Business  Services  |    I  800  ATT- 3  1 99   |    www.att.com/business_services 
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Repairing 
the  Brain 

Scientists  are  illuminating 
the  molecular  mechanisms  of 
brain  damage,  gaining  clues 
to  new  ways  to  treat  stroke. 


BY  ROBERT  LANGRETH 

STROKE  HITS  600,000  AMERICANS  A 
year  and  kills  160,000  of  them, 
trailing  only  cancer  and  heart  dis- 
ease in  mortality.  Yet  only  one  mildly 
effective  drug  is  used  today  for  the  most 
common  form. 

That  form,  called  an  occlusive 
stroke,  occurs  when  a  clot  cuts  off  the 
supply  of  oxygen -laden  hlood  to  a  sec- 
tion of  the  brain.  The  less  common 
form  is  the  hemorrhagic  stroke,  involv- 
ing a  leakage  in  a  blood  vessel. 

In  a  clot-caused  stroke,  some  cells 
die  almost  immediately.  At  least  half 
of  the  damage,  however,  occurs  hours 
later,  as  the  initial  injury  sets  off  a 
complex  and  poorly  understood 
chemical  cascade  that  disables  sur- 
rounding cells.  Drugmakers  have  for 
years  tried  and  failed  to  intervene.  The 
brain  is  so  delicate  that  finding  a  safe 
and  effective  drug  has  been  all  but  im- 
possible. For  now,  treatment  of  strokes 
is  pretty  much  limited  to  Genentech's 
clot-busting  drug,  Activase,  a  tissue 
plasminogen  activator,  which  is  pri- 
marily used  to  treat  heart  attacks.  Ac- 
tivase isn't  all  that  effective  against  oc- 
clusive strokes,  and  risks  killing  the 
patient  if  in  fact  he  is  suffering  from  a 
hemorrhagic  stroke. 

Yet  ever  so  slowly  researchers  are 
beginning  to  decipher  some  of  the 
basic  molecular  mechanisms  in  the 
toxic  cascade  that  does  so  much  dam- 
age in  the  aftermath  of  a  stroke.  Their 
insights  may  offer    <ew  ways  to  shut 
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down  the  pathological  process.  The 
findings  could  yield  a  powerful  new 
wave  of  medicines  five  or  ten  years 
from  now. 

"We  are  getting  much  more  so- 
phisticated in  developing  molecular 
ways  of  dealing  with  the  damaging 
events  in  stroke,"  says  Solomon  Sny- 
der, a  neuroscientist  at  Johns  Hopkins 
School  of  Medicine.  Some  early  fruits 
of  this  new  understanding  have  al- 
ready produced  drugs  now  in  final- 
stage  human  testing  by  companies 


such  as  Bristol-Myers  Squibb  Co.  B 
Dr.  Snyder's  lab  has  found  two  of  tl 
most  intriguing  new  stroke  target 
and  Baltimore-based  Guilford  Pha 
maceuticals  is  pursuing  them. 

The  targets  are  brain  molecules  th 
seem  to  be  involved  in  causing  a  dead 
hyperactivity  that  depletes  brain  ce 
of  energy  after  a  stroke.  By  blockh 
these  errant  molecules,  called  D-seri 
and  poly  ADP-ribose  polymera: 
known  as  PARP,  researchers  may  1 
able  to  stop  brain  cells  from  dyin 


THE  FINDINGS  COULD  YIELD  A  WAVE  OF 
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Happy  Holidays! 


Y2K  Bouquet 

Ring  in  [he  new  year 
millennium  with  our 
commemorative  Y7K 
bouquet'  $49.99- 
$69  99 
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1 -800-FL0WERS.COM  is  one  of  the  world's  lead- 
ing and  fastest  growing  online  retailers.  With  a 
complex  network  of  thousands  of  florists  world- 
wide offering  over  7,500  products  —  reliability, 
speed,  and  efficiency  are  crucial. 

Unicenter  TNG®  monitors  and  manages 
1  -800-FLOWERS.COM's  worldwide  infrastructure 
and  support  systems,  enabling  them  to  fulfill 
online  orders 
with  subsecond 
response  times 
to  over  eight 

million  customers.  To  help  ensure  the  reliability  of 

|   1  -800-FL0WERS.COM,  Unicenter  TNG  proactively 

detects  and  corrects  problems  before  they  impact 

formance.  From  the  front-end  website  to  the  underlying  network  infrastructure,  Unicenter  TNG 

v'des  the  most  complete,  end-to-end  eBusiness  management  solution  available. 
Join  1 -800-FLOWERS.COM,  and  wake  up  and  smell  the  roses.  It's  time  to  reap  the 

ards  of  eBusiness  with  Unicenter  TNG.  For  more  information,  visit  us  at 

rnetsolutions.cai.com. 
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while  avoiding  the  toxic  side  effects 
that  have  plagued  previous  experi- 
mental treatments. 

Guilford  has  licensed  rights  to  the 
work  and  is  well  along  in  developing 
druglike  chemicals  based  on  it.  "We 
are  moving  as  quickly  as  possible," 
says  Peter  Suzdak,  senior  vice  presi- 
dent for  research  at  Guilford,  although 
no  human  trials  have  begun.  If  the 
methods  work,  "you  could  reduce 


tamate,  which  normally  plays  a  crucial 
role  in  learning  and  memory  by  stimu- 
lating nerve  cells  to  fire.  After  a  stroke, 
far  too  much  glutamate  is  released, 
overworking  nearby  brain  cells  until 
they  expire. 

Experiments  at  Snyder's  lab  and 
elsewhere  have  shown  that  excess  levels 
of  glutamate  activate  the  mysterious 
PARP  enzyme.  The  enzyme  normally  is 
involved  in  repairing  damaged  DNA, 


DRUGS  AIMED  AT  THE  NEW  TARGETS  COULD 


TREAT  EPILEPSY  ANI 

stroke  damage  by  half." 

Besides  stroke,  Dr.  Suzdak  says,  drugs 
aimed  at  the  new  targets  could  prove  use- 
ful for  treating  spinal  cord  injuries,  Lou 
Gehrig's  disease  or  even  epilepsy — be- 
cause the  same  toxic  cascade  that  occurs 
after  a  stroke  also  happens  after  many 
other  types  of  brain  damage. 

One  of  the  key  culprits  in  the  cas- 
cade is  a  chemical  messenger  called  glu- 


but  in  this  instance  it  gobbles  up  brain 
cells'  energy  stores. 

In  animal  tests  Guilford's  PARP  in- 
hibitors can  reduce  stroke-induced  brain 
damage  by  up  to  70%.  If  all  goes  well, 
human  tests  will  begin  late  next  year. 

A  more  direct  approach  might  be 
to  create  drugs  that  block  glutamate  it- 
self, by  shutting  down  related  receptors 
in  the  brain.  Some  drug  companies 


have  experimented  with  chemicals  thai 
do  this,  but  the  medicines  bombed  ir 
human  testing  because  they  caused  hal 
lucinations  and  other  nasty  side  effects 

So  a  gentler  way  of  blocking  glu- 
tamate is  needed.  Dr.  Snyder  may  hav< 
found  one  in  his  serendipitous  dis 
covery  of  how  D-serine  functions 
Several  years  ago  he  read  a  paper  in  ; 
scientific  journal  by  a  Japanese  scien 
tist  who  had  discovered  D-serine  ii 
key  areas  of  the  brain  but  didn't  knov  h 
why  it  was  there. 

Snyder  was  intrigued,  if  only  be 
cause  the  molecule  was  a  biologica 
oddity.  Molecules  for  amino  acids  an<  - 
proteins  come  in  two  basic  configura 
tions,  one  a  mirror  image  of  the  othei  (S 
D-serine  was  of  the  "right-handed 
configuration,  which  is  almost  neve 
seen  in  the  human  body. 

In  the  past  year  Snyder's  lab  ha  r 
conducted  a  series  of  experiments  tha  i 
suggest  D-serine  acts  in  concert  wit)  rai 
glutamate  to  stimulate  nerve  cells  ti 
fire.  Without  it  glutamate  appears  to  b 
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Stroke  Solutions 


Guilford  Pharmaceuticals  is  in  the  forefront  of  the  search  for  new  drugs  to  fight  stroke  and  other  neurological  disorders.  By 
!  targeting  biochemical  processes  that  go  awry,  Guilford  hopes  its  drugs  will  limit  further  damage  and  help  rebuild  neurons. 


Drug 


How  it  works 


Status 


'MP  inhibitors 


Block  DNA  repair  enzyme  that  is  believed  to  build  up  to  excessive  levels 
after  a  stroke  or  spinal  injury,  depleting  brain  cells  of  their  energy  stores. 
In  animal  tests  simulating  a  stroke  these  experimental  drugs  can  reduce 
brain  cell  damage  by  50%  to  70%. 


Human  testing  could  begin  next  year. 


GPI-5693 


Blocks  the  release  of  excessive  amounts  of  harmful  neurotransmitters 
and  promotes  protective  brain  chemicals. 


Slated  for  this  year,  initial  human  tests  will  target 
patients  with  diabetic  nerve  damage. 


Drugs  against  D-serine 


D-serine  is  a  newly  discovered  brain  messenger  that  works  in  concert 
with  glutamate  to  stimulate  brain  cells.  Blocking  it  should  protect  the 
brain  cells  from  dangerous  overstimulation  after  a  stroke. 


Guilford  recently  obtained  commercial  rights  from 
Johns  Hopkins  and  has  started  designing  compounds 
to  block  the  enzyme  that  produces  D-serine. 


1ILA 


Unlike  the  other  three  classes  of  drugs,  which  aim  to  protect  brain  cells 
from  further  injury,  this  one  aims  to  actually  regenerate  damaged  neurons. 


With  partner  Amgen,  large-scale  human  testing  to 
begin  anytime  now  in  Parkinson's  disease  patients. 


Source:  Guilford  Pharmaceuticals. 

•.  rgely  impotent.  Why  would  such  an 
iddball  substance  be  found  in  the  brain 
|  all?  Dr.  Snyder  believes  D-serine  is 
[iere  as  a  fail-safe  to  make  sure  mem- 
ry  cells  spring  into  action  only  when 
J  ley  are  supposed  to — a  process  that 
[reaks  down  during  a  stroke. 

Snyder's  team  has  isolated  the  key 
iizyme  involved  in  producing  D-ser- 


ine. Guilford  researchers  hope  to  find  a 
chemical  that  can  block  this  enzyme, 
thereby  stopping  the  toxic  effects  of 
glutamate  without  having  to  bludgeon 
brain-cell  receptors  with  noxious 
chemicals. 

And  since  D-serine  is  so  rare,  re- 
searchers hope  drugs  that  thwart  its 
production  won't  have  unwanted  ef- 


fects elsewhere  in  the  body.  Guilford 
has  already  concocted  D-serine  block- 
ing compounds  and  will  soon  begin 
animal  tests  to  see  whether  they  live  up 
to  their  promise.  If  they  do,  human  tri- 
als might  begin  within  a  few  years.  It's  a 
long  shot,  but  any  success  in  treating 
stroke  would  have  immense  value  in  re- 
ducing human  suffering.  F 
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Digital  Spin  By  John  C.  Dvorak 


Format  War 


■ 


ANARCHY  HAS  REIGNED  OVER  DVD  OPTICAL  STORAGE. 
Battling  formats  and  technologies  are  confusing  the 
marketplace.  Recently  a  witches'  brew  of  a  specifica- 
tion called  DVD  Multi  has  emerged  as  a  way  to  end  the  feud- 
ing and  halt  customer  confusion.  Let's  hope  it  works. 

Why  is  this  important  now?  As  anyone  with  a  computer 
knows,  the  floppy  disk  has  been  supplanted  by  the  CD-ROM 
as  the  way  to  load  programs.  To  save  large  amounts  of  data 
most  people  now  use  CD-R,  the  drive  that  allows  you  to 
write — or  "burn" — your  own  CD. 

The  drawback  to  CD-R  is  that  it  cannot  be  erased  like  a 
hard  disk  or  floppy.  The  newer  CD-RW  changes  that.  Now 
everyone  can  have  an  optical  drive  in  the  form  of  a  CD-RW 
for  less  than  $200.  Too  bad  this  took  so  long,  since  the  CD- 
ROM,  no  matter  how  fast  or  fancy,  holds  only  650  to  700 
megabytes  in  an  era  when  a  desktop  computer  can  often 
have  a  30-gigabyte  hard  disk. 

We  all  have  more  stuff  to  save  than  the  650MB  drive  can 
handle.  Enter  the  DVD  and  its  offspring,  the  DVD-RAM,  the 
DVD-R/W  and  the  DVD-R.  These  and  other  DVD  formats 
should  have  supplanted  the  CD-ROM  by  now,  but  have  failed 
due  to  simple  incompatibility. 

Here  is  the  current  breakdown  of  DVD  technologies: 

DVD  Video:  Used  for  movies.  Total  capacity  is  1 7  giga- 
bytes if  two  layers  on  both  sides  of  the  disk  are  utilized,  but 
typically  only  one  layer  of  one  side  is  used,  which  amounts 
to  4.7  gigabytes,  or  about  one  movie. 

DVD-ROM:  The  same  basic  technology  as  DVD  Video, 
with  computer-friendly  file  formats.  Used  to  store  data. 
Should  supplant  CD-ROM  soon. 

DVD-R:  Developed  separately  by  Panasonic,  Hitachi,  Pio- 
neer and  Philips,  this  technology  has  standardized  at  4.7 
gigabytes.  Fully  compatible  drives  should  ship  by  year-end 
at  around  $1,500  to  $2,000  each.  As  with  CD-R,  the  user  can 
write  only  once  to  the  disk.  This  is  the  format  that  was  ex- 
pected to  be  used  to  copy  movies  from  DVD  to  DVD. 

DVD-RAM:  Developed  by  Hitachi,  Toshiba  and  Pana- 
sonic, this  makes  a  DVD  act  like  a  hard  disk  with  a  random 
read-write  access.  Aopen  (Acer),  JVC,  LG,  Samsung  and  Teac 
have  joined  this  team.  Products  should  be  out  by  year-end. 
No  prices  have  been  announced.  This  was  initially  a  2.6-gi- 
gabyte  drive  but  it,  too,  became  a  4.7-gigabyte-per-side  disk. 

DVD-RW:  Similar  to  DVD-RAM  except  that  the  technology 
mimics  CD-RW  and  uses  a  sequential  read-write  access  more 
like  a  phonograph  than  a  hard  disk.  Developed  by  Pioneer. 
Ricoh  and,  possibly,  Sony  are  expected  to  join  forces.  Has  a 
read-write  capacity  of  4.7  gigabytes  per  side. 

RW:  A  technology  devel<  pod  by  Philips  and  Sony, 
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initially  designed  to  deUveil 
gigabytes  per  side,  is  expect! 
to  increase  to  4.7  gigabyd 
Sony  seems  to  have  lost  intd 
est  in  it  while  Philips  a] 
nounced  plans  to  ship  the  i 
vice  someday.  No  one  else| 
taking  it  seriously. 

DVD  Audio:  New  auc 
format  introduced  by  Par 
sonic  that  arguably  doub( 
the  fidelity  of  a  standard 
Should  eventually  replace  tl 
CD  recording.  Sony  has  gol 
its  own  way  with  SuperCD. 
hDVD:  Developed  by  Sol 
and  others  to  present  hig| 
definition  TV  signals  fror 
special  DVD.  Nobody  expe<j 
to  see  this  for  at  least  t\ 
years.  It  won't  be  included  | 
any  DVD  Multi  specification 
The  DVD  Forum,  a  col 
sortium  of  DVD  technolol 
companies,  recognizes  thl 
the  format  chaos  is  costij 
them  a  bundle.  Consumers  are  not  going  to  invest  time  a: 
money  on  a  medium  that  risks  being  orphaned  a  year  lat 
And  so  DVD  Multi  aims  to  deliver  a  truce  that  will  dn 
consumers  back  to  the  retail  counter. 

While  DVD  Multi  doesn't  make  everyone  adopt  t 
same  standard,  it  does  intend  for  a  DVD  mul 
player/recorder  to  be  able  to  read  and  write  multiple  fc 
mats.  This  kind  of  thinking  years  ago  would  have  result 
in  a  VCR  that  played  both  VHS  and  Beta.  It's  a  fine  idea  th 
should  make  everyone  happy — at  a  price.  A  multiplay 
will  require  more  components  and  redundant  mechanisr 
such  as  multiple  heads. 

Computer  and  consumer  (as  in  home  theater)  D\ 
drives  using  the  trademarked  DVD  Multi  logo  will  be  requir 
to  read  DVD-Video,  -ROM,  -Audio,  -RAM,  -RW  and  -R  disks 
well  as  standard  CD-ROM  and  CD  audio  disks.  In  addition,  t 
computer  drive  must  be  able  to  write  on  DVD-RAM,  DVD-f 
and  DVD-R  disks.  If  this  device  comes  to  market  at  a  reaso 
able  price,  it's  what  you  should  buy. 


DVD  format  mania 
will  cost  companies 
millions  of  dollars 
unless  some  con- 
solidation happens 
soon.  DVD  Multi  is 
meant  to  do  that. 


□ 


John  C.  Dvorak,  columnist  and  author,  is  host  ^/Silicon  Spir 
a  daily  TV  show  on  ZDTV.  Visit  him  at 
www.forbes.com/columnists/dvorak. 


Boom!  Just  when  you  thought  that  your  company's 
information  systems  couldn't  get  any  more  com- 
plicated, along  comes  the  e-commerce  revolution. 
And.  with  it.  an  explosion  of  new  data  about  online 
customers  and  supply  chains.  As  the  world  leader 
in  data  warehousing  and  e -Intelligences  AS  trans- 
forms this  data  into  the  know  ledge  you  need.  To 
optimize  customer  and  supplier  relationships.  To 
reveal  unseen  opportunities  for  cross-selling  and 
enhancing  customer  loyalty.  Ultimately,  making 
your  e-commerce  operation  an  e-profit  machine. 
For  more  details  on  e-Intelligence  solutions  from 
SAS,call  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know,. 


e-Intelligence 
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Software  Horizon  By  Joseph  R.  Garber 


Flight  Training  for  Network  Experts 


MENTOR  LABS  SWITCHED  ON  ITS  WEB  SITE  IN 
May  of  last  year.  Since  then  it  has  had  150,000 
visitors  pay  $65  an  hour  to  use  its  online 
"V-Lab"  training  system.  If  it  sounds  like  a 
money  machine,  it  is.  A  subsidiary  of  privately 
held  Mentor  Technologies,  Mentor  Labs  hopes  to  take  in 
$50  million  this  year — double  last  year's  figure. 

There's  a  good  reason  outfits  like  Mentor  have  more 
business  than  they  can  handle.  Corporations  have  more 
high-tech  hardware  than  skilled  people  to  run  it.  Computer 
and  communications  equipment,  lab  devices,  factory  au- 
tomation gear  and  a  whole  bunch  of  other  pricey  tech- 
nologies require  expert  operators  to  baby-sit  finicky  ma- 
chines. For  this  reason  most  businesses  routinely  send 
employees  to  training  courses  mounted  by  their  technol- 
ogy suppliers.  Four  days  at  school  will  cost  an  employer 
$2,000  and  up  per  student,  plus  at  least  that  much  for 
travel,  lodging,  meals  and  lost  productivity.  In  return  stu- 
dents get  hands-on  hardware  and  software  tutorials  that 
probably  will  be  out  of  date  in  6  to  12  months.  Then  it's 
back  to  school  again. 

Mentor  Labs  does  this  training  online,  specifically  for 
computer  network  system  operators  and  engineers.  These 
are  the  folks  you  run  to  when  your  corporate  network 
crashes.  In  online  training  Mentor  has  lots  of  company,  in- 
cluding publicly  traded  firms  such  as  SmartForce  and  Dig- 
italThink  which  create  and  deliver  their  own  content. 
Other  companies  such  as  Centra  and  Interwise  develop  the 
technology  that  lets  other  tech  firms  educate  engineers  on- 
line. If  you  don't  think  online  training  is  hot,  consider  Dig- 
italThink's  stock,  which  has  nearly  tripled  since  mid-April. 

The  new  angle  here,  though,  is  that  not  just  the  class- 
work  but  also  the  hardware  is  on  the  Web.  That's  not  sim- 
ulated hardware,  but  rather  the  real  gear  fully  configured 
just  as  it  would  be  in  trainees'  workplaces.  Students  taking 
Mentor's  telecommunications  courses  get  to  play  with  a 
pretty  robust  network  operations  center — roughly  $3  mil- 
lion worth  of  Cisco  routers,  switches,  voice  networks  and 
servers  installed  at  Mentor's  Annapolis,  Md.  headquarters. 

Everything  students  work  with  is  no  different  from 
what  they'll  find  in  their  own  company's  computer  room. 
Including  technology  that  crashes. 

"We  give  'em  bug-for-bug  compatibility,"  says  Men- 
tor General  Manager  Gregory  Long,  44,  echoing  the  "plug- 
to-plug  compatibility"  trumpeted  hv  mainframe  salesmen 
of  yore.  "Bugs  are  the  real  world,  and  the  real  world  is 
what  they  have  to  learn  to  handle 

Sufficiently  ingenious  to  have  v    n  an  information  sys- 
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There  is  a  wide- 
open  opportunity 
to  combine 
educational  and 
technological  skills 
to  help  solve  our 
labor  shortages. 


terns  innovation  award  from 
the  Smithsonian  Institution 
Mentor's  V-Lab  Web  site  is 
Cisco's  preferred  tool  foi 
schooling  and  certifying  the 
folks  who  work  with  its  sys 
terns.  Why?  American  indus-, 
try  has  jobs  for  about  200,000 
more  network  techies  than 
currently  exist  (and  those  jobs 
pay  $100,000  and  up).  Get 
ting  as  many  people  as  possi 
ble  up  to  speed  is  merely  ir 
Cisco's  best  interest. 

Network  engineering  is 

only  the  tip  of  the  iceberg 

According  to   IDC  analyst 

Ellen  Julian,  last  year,  glob 

ally,  businesses  spent  $19.4 

billion  on  outside  technica 

training.  A  lot  of  that  mone) 

was  for  communications  ane 

computer  courses.  But  a  big 

chunk  (I'd  guess  somewhere 

between  20%  and  30%)  went 

to  teaching  operators  how  tc 

run  high-tech  equipment  found  outside  the  computei 

room — the  sort  of  computer-controlled  machinery  usee 

by  every  laboratory  and  factory  in  the  world. 

Therein  lies  a  business  proposition.  These  days  virtually 
every  big-ticket  control  system,  lab  device  and  manufactur- 
ing robot  comes  with  built-in  network  communication; 
and  a  PC  for  a  control  console.  Which  means  it's  no  differ) 
ent  from  a  Cisco  OPS  center — all  that  hardware  can  b< 
hooked  up  to  the  Internet,  and  operators  given  hands-or 
training  from  afar.  All  it  takes  to  create  such  a  Web-basec 
system  is  the  same  kind  of  entrepreneurial  talent  (and  cap- 
ital) Mentor  Labs  employed. 

Why  doesn't  Mentor  branch  out  and  offer  these  type: 
of  training  itself?  Because,  with  a  couple  of  new  product 
waiting  in  the  wings  (for  example,  training  for  Microsof 
network  engineers),  Greg  Long  figures  the  company  ha: 
enough  on  its  plate.  There  is,  in  short,  a  wide-open  oppor 
tunity  for  entrepreneurs  who  can  combine  educational  anc 
technological  skills  in  a  way  that  helps  solve  the  country': 
manpower  shortages. 


Joseph  R.  Garber's  e-mail  address  is  garber@well.com. 


bring  something  different 
to  the  table. 


Nobody  knows  this  better  than  our  Chairman  and  CEO  Phil  Laskawy.  That's  why 
Women  in  Technology  International  has  chosen  Phil  to  receive  its  annual  WITI  CEO 
Recognition  Award.  Under  his  leadership,  Ernst  &  Young  has  pioneered  professional 
women's  networks  within  the  firm  and  developed  mentoring  programs  to  assist  in 
career  advancement.  And  he  has  helped  implement  life  balance  initiatives  that 
enable  all  employees  to  better  balance  their  professional  lives  with  their  personal 
goals.  Maybe  that's  why  we've  also  been  recognized  as  one  of  the  100  Best 
Companies  to  Work  For  in  a  survey  by  FORTUNE'  magazine.  Congratulations  Phil. 

ey.com 


=U  Ernst  &  Young 


From  thought  to  finish 


00  Ernst  4  Young  up 
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Peter  Pestillo  and  an  auto 

containing  every  part 

Visteon  makes. 


The  Sum  of  Its  Parts 


As  an  industry,  auto  parts  get  lumped  in  with  the  big  three.  Big  mistake.  Some  are  better  buys. 


BY  ROBYN  MEREDITH 
AND  MICHAEL  MAIELLO 

FORI)  MOTOR  CO.  SHAREHOLD- 
ers  recently  found  a  new  in- 
vestment parked  in  their  port- 
folios— something  called 
Visteon,  the  massive  auto  parts 
maker  Ford  spun  off  in  June. 

Auto  parts?  These  are  among  the 
least  glamorous  denizens  of  the  smoke- 
stack economy.  You'll  never  see  a  trade 
show  with  slinky  models  draped  over 
emissions  systems.  The  parts  suppliers' 
stocks  closely  track  those  of  their  cus- 
tomers, the  car  companies.  In  other 

132      FORBES*   August  7, 2000 


words,  they're  out  of  favor:  Both  the  big 
three  and  the  partsmakers  trade  at  low 
multiples  to  trailing  earnings.  Visteon, 
a  recent  $15  per  share,  is  barely  above 
its  opening  price.  Wall  Street  expects 
rising  interest  rates  to  bite  into  every- 
body's sales  in  Detroit. 

Well,  it  hasn't  happened  yet.  And 
there's  a  strong  argument  that  the  top 
parts  companies  are  among  the  best 
value  plays,  better  even  than  their  behe- 
moth clients.  We've  culled  a  list  of  the 
best  parts  suppliers,  ones  that  show  su- 
perior long-term  promise.  Aside  from 
Visteon,  this  group  includes  Borg- 


Warner,  Delphi  Automotive  Systems 
Lear  and  Johnson  Controls. 

Buying  shares  in  these  companie; 
at  the  top  of  the  economic  cycle  is  no' 
as  dumb  as  it  sounds  for  those  willing  ) 
to  hold  on.  Here  are  five  reasons: 

Their  stock  is  near  the  bottom  now 
These  companies  are  cheap  partly  be 
cause  some  of  the  next  downturn  i: 
already  priced  into  their  shares.  Sc 
if  a  recession  hits  next  year,  they  prob 
ably  won't  go  much  lower. 

They  stand  to  get  more  business.  Th< 
world's  automakers  are  buying  bigge: 
and  bigger  pieces  of  cars  preassembled 


i  car  company  used  to  get  a  radio  from 
ne  supplier  and  the  air  conditioning 
ontrols  from  another,  then  fit  them 
jgether  on  the  assembly  line.  Lately  it 
rants  a  fully  assembled  unit. 

Their  high-tech  wares  are  especially 
i  demand.  And  these  are  high-priced, 
do.  Sophisticated  communications 
nd  steering  systems  are  going  into  cars 
lese  days.  Visteon  is  a  leader  in  voice- 
ecognition  technology.  Voice  prompts 
nd  the  car's  replies  will  give  drivers 
ands-free  access  to  cell  phones,  navi- 
ation  systems  and  the  Internet. 

They're  better  insulated  from  reces- 
ion  than  their  automaker  customers. 
arts  companies  have  booked  business 
rell  into  the  future.  The  big  three  can 
ut  back  on  orders  to  a  degree  in  hard 
mes,  but  the  suppliers  can  depend  on 
guaranteed  minimum  of  sales. 

Another  source  of  comfort  is  that, 
1  a  slump,  parts  outfits  sell  more  after- 
larket  parts  to  car  dealers,  garages  and 
hains  like  Pep  Boys.  When  people 
ren't  buying  new  cars,  they  need  to 
ep  their  old  ones  running.  The  after- 
larket  accounts  for  20%  of  the  S600 
illion  global  market  for  auto  parts. 

They  are  growing  faster  than  the  auto 
impanies.  Credit  the  trend  toward  out- 
jurcing.  Merrill  Lynch  analyst  John 
asesa  calculates  that  from  1983 
irough  1999  GM's  and  Ford's  com- 
ined  net  income  (excluding  extraordi- 
ary  items)  expanded  2.3  times,  but  a 
roup  of  six  leading  suppliers — not  in- 
luding  Delphi  and  Visteon,  which 
eren't  public  for  the  full  period — 
rew  8  times.  (Casesa  didn't  include 
hrysler  because  it's  now  German- 


owned.)  In  the  1990-91  recession  the 
suppliers  were  profitable  while  the  big 
three  lost  money.  Suppliers  do  better  in 
good  times,  too:  The  1 999  aftertax  re- 
turn on  assets  for  suppliers  averaged 
7.9%;  automakers'  ROA  was  5.8%. 

Yes,  the  car  companies  offer  more 
generous  dividends  than  the  suppliers. 
Ford's  dividend  yield  is  4.2%  and  GM's 
3.2%;  Delphi's  is  1 .8%  and  Visteon's 
1.8%.  If  you  prefer  paying  taxes  at  the 
capital  gains  rate  (21.2%)  to  paying  at 
the  ordinary  income  rate  (40.8%),  this 
is  a  positive  for  the  parts  companies, 
not  a  negative. 

Ford's  spinoff  of  Visteon  is  a  good 
thing  for  Visteon.  Until  now,  rival  car- 
makers dealing  with  Visteon  had  been 
reluctant  to  give  a  Ford  subsidiary  pric- 
ing and  technical  information.  Ford 
now  accounts  for  88%  of  Visteon's 
business,  but  Visteon  Chairman  Peter  J. 
Pestillo  plans  to  reduce  that  to  80%  in 
2002  by  winning  new  business. 

Visteon,  with  $19  billion  in  sales,  is 
divesting  its  remaining  albatross,  a 
moneylosing  glass  business.  It  has  cut 
costs  by  $600  million  in  each  of  the  last 
three  years.  Aside  from  seeking  new, 
non-Ford  business  in  the  U.S.,  the  com- 
pany is  poised  to  expand  in  Europe, 
where  it  has  less  than  10%  market 
share.  Pestillo  says:  "My  first  focus  is  on 
geography,  not  product  line." 

Delphi,  spun  off  by  GM  last  year,  is 
the  largest  auto  parts  company  and 
boasts  $29  billion  in  revenue.  And  just 
as  Pestillo  is  doing  at  Visteon,  Delphi 
Chief  Executive  J.T.  Battenberg  III  is 
committed  to  becoming  more  than  a 
metal-bender.  "We're  not  just  an  auto 


parts  company,  we're  a  technology 
company,"  he  says. 

Delphi  is  the  provider  for  GM's 
OnStar  dashboard  communications 
system,  currently  offered  in  Cadillacs 
and  due  to  be  installed  in  1  million 
GM  vehicles  by  year-end.  Next  year 
Delphi's  Quadrasteer  steering  system 
will  hit  the  market,  improving  han- 
dling enough  to  give  a  full-size  pickup 
truck  the  same  tight  turning  radius  as 
a  compact  car. 

Lear  (no  relation  to  the  jets)  makes 
things  like  ultralight  seating,  which  will 
go  in  some  of  Volkswagen's  new  Audi 
A2s  to  keep  down  weight.  While  solidly 
profitable,  $12  billion  Lear  doesn't  have 
the  balance  sheet  strength  of  the  other 
companies  on  our  list.  With  a  debt-to- 
capital  ratio  of  70%,  Lear  is  selling  off 
noncore  assets  like  sealant  and  foam- 
rubber  operations  to  raise  the  money 
needed  to  deleverage. 

BorgWarner's  diesel  engine  fuel  in- 
jection systems  and  turbochargers  are 
selling  well  in  environmentally  con- 
scious Europe.  And  its  automatic-trans- 
mission business  is  growing  as  drivers 
there  find  difficulty  maintaining  their 
stick-shift  tradition  while  talking  on  the 
phone.  Also,  Borg  is  buying  back  up  to 
1.2  million  shares,  4.5%  of  its  common. 

Johnson  Controls  concentrates  on 
building  instrument  panels  and  design- 
ing cockpits  for  automakers.  (One-quar- 
ter of  sales  are  nonauto,  such  as  ther- 
mostats.) Johnson  recently  said  it  would 
buy  Japanese  car  seat  manufacturer  Lkeda 
Bussan.  The  deal  should  help  this  $16  bil- 
lion outfit  strengthen  its  base  in  the  re- 
bounding Asian  auto  market.  F 


Supplying  Cheap  Prices,  Stingy  Dividends 


Auto  parts  suppliers  are  as  cheap  as  the  big  car  companies  but  don't  pay  dividends  as  high  as  their  customers'. 
One  in  our  group  has  no  payout. 

PRICE  Market 


Company/business 

recent 

52-week 
high            low 

P/E1 

Dividend 
yield 

value 
($"H) 

Sales1 
($mil) 

BorgWarner/transmissions  and  drive  trains 

$3700 

$57.25 

$29.75 

7 

1.6% 

$976 

$2,458 

Delphi  Automotive  Systems/telematics  and  steering 

15.69 

21.13 

14.00 

8 

1.8 

8,832 

29,192 

Johnson  Controls/cockpits,  seating  and  interiors 

54.19 

73.88 

46.88 

12 

2.1 

4,646 

16,139 

Lear/seating  and  interiors 

21.88 

52.00 

19.25 

5 

0.0 

1,441 

12,429 

Visteoi/multimedia  and  fuel  injectors 

14.75 

18.75 

11.94 

9 

1.8 

1,918 

19.366 

Price  as  of  July  II     Latest  12  months.  Sources  Market  Guide  and  Interactive  Data  Corp  via  FactSet  Research  Systems. 
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TAXING     MATTERS 


Insiders'  Tax  Break 

What  docs  Marc  Andreessen  know  that  most  taxpayers 
don't?  Investors  and  employees  in  some  successful 
startups  can  defer  capital  gains  taxes. 


BY  ASHLEA  EBELING 

LAST  FALL  MAW  ]  ANDREESSEN  S(  >]  I ) 
$5.7  million  of  AOL  stock  to  fi- 
nance his  25%  stake  in  his  hot  new 
Wei)  site  development  company,  I.oud- 
(.I<iik1,  and  he  didn't  pay  a  penny  in  cap- 
ital gains  taxes.  Andreessen's  basis  in 
A()I.  is  close  to  zero;  he  got  the  stock 
when  A()I  swallowed  his  first  venture, 
Netscape.  But  he  deferred  tax  by  rolling 
his  gains  into  Loudcloud. 

The  three-year-old  Section  1045  of 
the  tax  code  is  just  being  discovered  by 
the  smart  money.  It  says  that  you  can 
roll  over  capital  gains  from  one  small- 
business  investment  to  another,  defer- 
ring your  day  of  reckoning  with  the  tax 
collector.  Detailed  rules  on  eligibility  are 
a  bit  complicated,  says  I  toward  (  Aibell, 
a  Boston  lawyer,  but  the  essence  of  them 
is  this:  An  eligible  business  is  one  tli.it 
starts  up  after  mid- 1993,  has  assets 
below  $50  million  when  you  get  in,  is 
active  (an  incorporated  portfolio  would 
not  qualify)  and  is  not  in  certain  vet 
boten  lines  ol  work.  The  unapproved 
lines  ol  business  include  banking,  farm- 
ing, hotels,  restaurants  and  prolessinn.il 
services  (like  engineering  consulting). 
Michael  Molii,  the  finance  consul- 
tant in  Los  GatOS,  Calif,  advising  An- 
dreessen, has  several  clients  who  have 
stalled  doing  rollovers  on  a  regular 
basis.  "Instead  ol  just  walking  away  with 

profits,  these  people  are  reinvesting  in 
the  economy,"  he  says.  "The  law  creates 
an  incentive  for  people  to  put  money 
behind  something  thai  is  iust  an  idea." 
To  qualify  foi  the  rollover,  you  must 
buy  Or  receive  VOW  Stock  directly  from 
the  corporation,  not  from  .mother  in 
vcslor.  It  could  be  stock  VOU  got  in  an 

employee  stock  option  or  stock  ov 
ship  program. 

( )nce  you've  made  voui  inv<  ti 
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there's  no  limit  to  how  big  the 
company  can  grow,  how  much 
you  can  roll  over  or  how  many 
times  you  can  do  a  rollover — 
provided  you  can  find  another 
small-business  stock  to  roll 
your  gains  into.  You  must  hold 
each  stock  for  at  least  six 
months  and  make  your  new  in- 
vestment within  60  days  of  selling  off 
the  old  one.  Your  original  basis  is  simply 
carried  over  into  your  new  investment. 

The  rollover  concept  is  an  old  one 
in  tax  law.  That's  the  way  stock-for- 
stock  mergers  work  most  of  the  time. 
It's  the  way  capital  gains  on  homes  were 
handled  until  recently.  The  reason 
rolling  over  is  such  a  pleasure  for  tax- 
payers is  that  a  tax  deferred  is  a  tax  ef- 
fectively reduced — or  even  eliminated,  if 
you  ultimately  give  the  appreciated 
property  to  charity  or  bequeath  it  to 
your  relatives. 

There  are  pit  fills.  Your  stock  can  lose 
its  eligibility  il  the  company  takes  cer- 
tain actions,  such  as  buying  back  too 
many  ol  its  shares.  If  your  company  is 
acquired  for  stock,  as  was  Netscape, 
then  any  gains  up  until  the  acquisi- 
tion—  but  not  additional  gains  (which 
Andreessen  didn't  have  on  this  particu- 
lar block  iii  AOl  ) — will  continue  to 
qualif)  for  rollover  treatment  when  you 
sell  oil  the  acquirer's  stock. 

One  pleasant  surprise:  You  don't 
have  to  have  known  about  Section 
1045  when  you  made  your  original  in- 
vestment. II  you've  been  backing  new 
ventures,  VOU  may  have  lucked  into  el- 
igible stock. 

Obviously,  it's  easier  to  pull  off  a 
rollovei  it  you  can  control  trie  timing  of 
your  investments  and  are  close  to — or 
o\^c  of-  -the  lolks  running  these  com 
panic's.  "It  works  best  if  you're  rubbing 


shoulders  with  other  entrepreneu 
going  on  to  the  next  deal  with  yoi 
buddies,"  says  Jeremiah  Doyle,  an  esta 
planner  for  Mellon  Private  Asset  Ma 
agement  in  Boston. 

One  of  Doyle's  clients  put  $100,0( 
into  his  son's  Web  site  design  firm.  No 
after  a  public  offering  by  the  compar 
the  father's  stake  is  worth  $50  millio 
and  Doyle  is  advising  him  to  diversi 
using  Section  1045  rollovers  to  shelt 
and  reinvest  some  of  his  gains.  Conv 
niently,  the  son  has  the  contacts  to  g 
his  father  eligible  stock  from  oth 
promising  startups. 

For  wealthy  investors  without  su 
connections,  there's  another  option:  ( 
into  a  venture  pool  that  invests  in  nc 
businesses.  Kenneth  Kess,  chief  fina 
cial  manager  of  Venture  Investme 
Management  Co.  in  Boston,  says  1 
firm  has  taken  a  stake  in  22  small  bu 
nesses  that  qualify  under  Section  104 
and  is  looking  for  more.  The  $200  m 
lion  fund  is  open  to  individuals  rea 
to  put  in  at  least  $500,000. 

There's  one  more  related  goody, 
you  buy  a  stake  in  an  eligible  small  bu 
ness,  hold  for  at  least  five  years  and  i 
without  rolling  over,  then  your  ga 
might  be  taxed  at  only  14%  rather  th 
20%.  It  gets  tricky,  though:  There  a 
some  Alternative  Minimum  Tax  coi 
plications  and  also  a  ceiling  on  how  ri 
you  are  allowed  to  get  o((  this  partial] 
provision. 


El  POINT 


Commerzbank's 

international  banking  and  finance 

capabilities  in  perspective 

i 


Puzzled  by  the  big  picture 
in  changing  world  markets? 

Gall  in  the  experts  from  Commerzbank. 


n  this  era  of  dramatic  change  with  far-reaching 
consequences  for  companies  of  ail  sizes,  doing  business 
internationally  can  create  a  jigsaw  puzzle  of  financial 
challenges.  To  help  put.  the  right  pieces  in  place  with 
legibility,  turn  to  the  expertise  of  Commerzbank 

Commerzbank  ranks  among  Europe's  large  financial 
ast  it  i  it  ions  with  total  assets  of  over  €  4<X)bn  We  offer  a 
•omprehensive.  integrated  scope  of  universal  banking 
apabilities,  covering  all  key  areas  of  commercial  and 


investment  banking.  The  Group  is  a  leader  in  Internet 
finance  with  comdirect  bank  as  Europe's  biggest  direct 
broker.  With  about  70  outlets  in  45  countries  around  the 
globe,  the  Commerzbank  Group  is  present  in  all  key 
markets. 

For  a  focused  approach  to  the  big  picture  in  inter- 
national banking  and  finance,  call  on  Commerzbank  - 
a  premier  European  universal  bank  with  a  global 
sales  network. 


EXCELLENCE  IN  RESEARCH 


An  integral  part  of  Commerzbank  »  international  experience  built  up  over  130  years  is  the  excellence 
of  the  Group's  research.  Both  the  quality  and  scope  of  our  research  is  recognized  by  policy  makers,  the  business  and  financial  community 
and  the  press  around  the  world  For  more  information  about  Commerzbank's  broad  research  capabilities,  just  contact  us  in  Frankfurt 
(volkswirtschaft9commerzbank.com),  London  'cemsec@commerzbankib.com),  Prague  (research@ccme.cz).  New  York  (cbmailbox@cbkna.com), 
Singapore  (Fax  +85  225  39  43),  or  Tokyo    cbkjapan@gol.com).  Or  visit  our  website:  www.commerzbank.com 
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Northern 
Lights 

The  shift  toward  a  laissez-faire 
economy  has  Canada's  service 
businesses  humming  and  their 
stock  prices  moving  up.  But 
valuations  are  still  low. 

BY  ERIC  S.  HARDY 

CANADA'S  ECONOMY  IS  HOT 
right  now  thanks  to  lower  taxes, 
less  government  spending  and 
fewer  regulations.  GDP  rose  4.5%  in 
1999  and  could  expand  another  4.5% 
this  year.  Meanwhile,  core  inflation 
should  be  only  1.6%  this  year,  with  un- 
employment remaining  at  a  24-year 
low  of  6.5%. 

Canada  is  best  known  for  its  timber 
and  mining  stocks.  But  it  is  the  service 
sector  that  is  enjoying  the  fastest 
growth.  During  the  latest  12  months 
the  Canadian  service  sector  added 
294,000  jobs .  "It's  a  common  but  inac- 
curate perception  that  Canada  is  a 
commodity  economy,"  says  Joshua 
Mendelsohn,  chief  economist  of  the 
Canadian  Imperial  Bank  of  Commerce 
in  Toronto.  "Our  three  fastest-growing 
industries  are  communications,  busi- 
ness services  and  wholesale  trade." 

One  reason  why  service  company 
stocks  are  thriving  is  an  impending  tax 

Beyond  Commodities 


cut.  In  the  2005  fiscal  year  the  federal 
government  will  lower  the  income  tax 
rate  that  service  companies  pay  from 
28%  to  21%.  Another  reason,  according 
to  Mendelsohn,  is  that  Canada  is  dis- 
covering outsourcing:  Manufacturers 
and  miners  are  now  farming  out  pay- 
roll, accounting  and  other  jobs  that 
they  used  to  handle  themselves. 

But  Canadian  service  companies 
still  don't  have  much  of  a  following  on 
Wall  Street.  Our  table  lists  companies 
that  are  expected  to  increase  earnings 
per  share  at  least  8%  next  year,  versus 
2000,  yet  trade  for  no  more  than  15 
times  this  year's  earnings.  In  con- 
trast, as  a  group  Canadian  compa- 
nies— as  measured  by  Morgan  Stanley 


Capital  International — go  for  2 
times  this  year's  earnings.  (U.S 
stocks  trade  at  25  times  expectei 
current-year  net.) 

Brookfield  Properties  owns 
fice  buildings  in  Toronto  and  CalL 
gary  and  in  several  U.S.  cities.  ^ 
can  get  shares  on  the  New  York  amir: 
Toronto  exchanges  at  13  times  th* 
year's  earnings  estimate  of  $1.04 
(These  and  other  figures  in  the  tabl 
are  translated  into  U.S.  money  at  6  L 
cents  to  the  Canadian  dollar.) 

Air  Canada,  which  has  an  809 
market  share  in  Canada,  traded 
low  as  $3.38  last  year  before  On 
Corp.,  a  sort  of  Canadian  Kohlbe: 
Kravis  Roberts  (FORBES,  Mar.  6, 
announced    a    $5.50    per    shai 
takeover    attempt.    Air    Canad 
thwarted  the  raid  with  a  $750  millio: 
share-buyback  program.  At  $13.50 
stock  is  still  cheap  enough  to  attra> 
other  suitors.  Its  enterprise  multiple 
6.6,  compared  with  9  for  AMR. 

Five  of  these  stocks  trade  on  U.S.  e 
changes  or  Nasdaq  in  U.S.  curren 
The  remaining  three  can  be  bought  i 
Toronto  with  Canadian  funds.  Men 
Lynch  does  not  charge  to  convert  U. 
dollars  to  Canadian  ones  or  to  conv< 
your  dividends  back  into  U.S.  curren 
The  Canadian  government  skims  o 
15%  of  dividends  as  a  withholding  t 
but  you  get  this  money  back  via  you 
U.S.  tax  return.  As  an  American  tax 
payer  you  owe  capital  gains  tax  only  i 
the  U.S.,  not  in  Canada. 


Canada's  robust  economy  is  being  led  by  service  businesses.  The  eight  stocks  shown  below  are  pretty  cheap. 


Company/business 

PRICE 

P/E 
2000E 

EPS 

Sales 

($bil) 

Market 
value 

($bil) 

Enterprise 

multiple 

recent 

12-month 
high      low 

2000E 

2001E 

Where 
traded  f 

Air  Canada/airline 

$13.53 

$14.27 

$3.38 

10.9 

$1.24 

$1.95 

$4.5 

$4.5 

6.6 

T:0TC 

Brookfield  Properties/real  estate  development 

13.43 

13.52 

9.33 

12.9 

1.04 

1.20 

1.9 

1.1 

5.2 

T;  NYSE  J 

Clarica  Life  Insurance/life  insurance 

19.62 

21.39 

14.12 

12.7 

1.54 

1.72 

3.8 

1.8 

7.4 

T 

Fairfax  Financial  Holdings/financial  services 

109.79 

286.84 

99.52 

7.2 

15.21 

21.27 

4.0 

1.9 

NM 

T 

Quebccor/publishing;  media 

28.41 

42.89 

22  84 

13.5 

2.10 

2.26 

7.5 

1.8 

7.3 

T;A 

Royal  Bank  of  Canada/banking 

53.61 

55.59 

37.80 

12.2 

4.40 

4.81 

13.4 

16.0 

8.1 

T;  NYSE  I 

Sears  Canada/department  stores 

23.88 

29.16 

19.55 

15.0 

1.60 

1.91 

4.2 

3.8 

6.9 

T 

Sun  Life  Financial/life  insurance 

17.25 

18.06 

8.63 

14.3 

1.21 

1.37 

10.0 

6.7 

8.7 

T  NYStl 

Monetary  figures  are  in  U.S  dollars.  NM:  Not  meaningful.  'Enterprise  value  (market  value  of  common,  plus  debt,  minus  cash)divided  by  operating  income  T:  Toronto  Stock  Exchange^ 
OTC:  Over-the-counter.  A:  American  Stock  Exrharv  e  Sources    Worldscope  database;  Morgan  Stanley  Capital  International;  and  IBES  International  via  FactSet  Research  Systems. 
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e   Information 


BY  FAX 

Fax  attached  card  or  form  to 

630-739-9700 


BY  MAIL 
Fill  out  the  attached  post-paid  card 


it  emotive 

nerican  Honda  Motor  Company,  www.honda.com. 
D-33-HONDA 
,  icoln  Mercury.  Navigator,  www.lincolnvehicles.com 

1  a  Development 

.   nz  Department  of  Economic  Development. 

«  smart.state.ia.us/forbes 

.   iessa  Development  Corporation,  www  odessatex.com. 

£  )-363-3772 

h  mess  Classified 

.  iilico  Temporary  Tattoos,  calicousa.com. 

-f  3-225^269 

.  Ha  ware  Business  Inc. 

.   ilaware  Registry,  www.delreg.com 

.  tancorp.  www.francorpinc.com 

.  <  ass  Mechanix.  www.glassmechanix.com. 

-f  3-826-8523 

0  iternational  Business  Associates,  www.intbus.net 

-{3-485-8913 

HcGrow  Consulting.  1-800-358-8011 

2  )ptionetics.  www.optionetics.com 

3  'HD  Pharmaceuticals,  www  phd10.com 

4. 'rime  Marketing,  www  nevadacorp.onevegas.com 

5  teven  Sears  CPA-Attorney. 

6  Vorld  Bid  Corporation. 

7  Vorldwide  Business  Consultants. 

k  mess  to  business 

8agilera.com.  www.agilera.com 


1 


19.  Business  Partner.com.  www.businesspartner.com. 
1-800-695-9464 

*Corio,  Inc.  www.corio.com 

Computer/Technology 

20.  BackWeb  Technologies,  www.backweb.com. 
1-800-863-0100 

21.  Digex.  www.digex.com 

22.  Evoke,  www.evoke.com 

23.  Oracle  Corporation,  www. oracle  com 

Consumer  Products/Services 

24.  BMW  Motorcycles,  www.bmwusacycles.com 

25.  Infmiti.  www.infiniti-usa.com 

26.  Meritor  Automotive  Inc.  www.mentorauto.com 

Financial  Services 

27.  T.  Rowe  Price  Diversified  Small-Cap  Growth  Fund. 

1-800-401-4765.  www.trowepnce.com.  05491 7DSG 

28.  T.  Rowe  Price  Simple  IRA.  1-800-831-1421. 
www.troweprice.com.  05491 8SIMPI 

Insurance 

29.  Prudential.  1-800-THE-ROCK  Ext#6927. 
www.prudential.com 

Travel 

*Oneworld.  www.oneworldalliance.com 
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Play  Day 

MATTLl   SI  IAREHOLDERS  AREN'T  HAVING  MUCH 
fun  lately.  The  toymaker  was  in  the  red  for  1999 
and  2000's  first  quarter.  Since  April  the  stock  has 
tumbled  54%  to  a  recent  $13.  Much  of  the  trou- 
ble stems  from  its  disastrously  overpriced 
$3.5  billion  purchase  of  the  Learning  Co.  in 
May  1999.  W 

But  Mattel  (NYSE:  MAT)  still  has  its  Bar- 
bie dolls,  Hot  Wheels  cars  and  Fisher- 
Price  toys.  Jill  Krutick,  a  Salomon  Smith 
Barney  analyst,  is  encouraged  by  new 
Chief  Executive  Robert  Fckert's 
moves,  especially  to  shed  the 
Learning  Co.  He  has  already 
sold  off  one  segment  for 
$100  million.  The  rest  should 
be  gone  by  Labor  Day,  fetching 
an  estimated  $500  million.  Fckert, 
former  head  of  Philip  Morris'  Kraft 
Foods,  replaces  Jill  Barad,  who  left 
in  February  with  a  $40  million 
severance  package. 

This  Christmas  Mattel  will 
have  an  exclusive  line  of  Harry 
Pinter  games  and  collectibles. 
Krutick  expects  earnings  to 
hit  80  cents  a  share  this 
year,  and  then  climb 
briskly  to  $1  in  2001. 
Over  the  past  decade 
the  company  averaged  a 
price/earnings  multiple 
of  18.5. 

— Michael  Freedman 


Mattel. 


Feeling  Better 

A  STRATEGY  SHIFT  AND  THE  END  Ol  A 
legal  nightmare  are  tonics  for  health 
benefit  manager  Caremark  Rx.  Clifford 
W.  Henry,  manager  of  the  Worthington 
Growth  Fund,  sa\s  Caremark  INYSF: 
CMX)  is  on  the  brink  of  strong  growth 
that  will  increase  profitability.  He  pre- 
dicts the  company  will  earn  4  1  cents  a 
share  in  2000  and  62  cents  in  2001.  At  a 
recent  $8,  the  stock  is  trading  at  18 
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times  the  former  number. 

Caremark,  previously  known  as 
MedPartners,  used  to  be  in  a  mone]  los 
ing  business  as  a  physician  practices 
management  company.  In  1998  it 
moved  into  servicing  health  plan 
providers  like  health  maintenance  or 
ganizations — which  command  more 
predictable  revenue. 

Another  plus  is  the  end  of  a  vexing 
lawsuit  b\  investors  in  a  debt  instru- 
ment issued  by  the  company.  Thej  get 


Caremark  shares  and  Caremark 
trieves  $481  million  held  in  escrow, 
it  can  whittle  down  its  onerous  dt 
load.  — Michael  Mai 

How  Long  Can 
This  Go  On? 

VIGNETTE  DEVELOPS  SOFTWARE 
services  to  help  businesses  conne 
with  suppliers  and  customers  onl 
This  viable  company,  with  more  thi 
600  clients,  increased  revenues  sixfd 
in  the  last  quarter  to  $55  million, 
it's  doubtful  Vignette  (Nasdaq:  VIG I 
can  continue  to  pay  for  that  kind  I 
market- wowing  growth:  The  compa 
posted  $83  million  in  losses  for  t| 
quarter,  twice  1999's  red  ink. 

At  $48  a  share  Vignette  boast^ 
market  cap  of  $9.4  billion,  43  times ; 
nualized  first-quarter  revenues.  Tl 
newsletter  Overpriced  Stock  Service  rd 
ommends  shorting  Vignette  anywh< 
above  $39  a  share  and  covering  at  $J 
With  a  public  float  of  140  millij 
shares,  there's  plenty  to  borrow. 

— Christopher  HelrrA 

Codec  Momenl 

IN  A  BOOM  TIME  FOR  SEMIGONDU' 
stocks,  one  player  has  been  left  out. 
Cube  Microsystems,  a  maker  of  vie 
chips  for  digital  devices  like  DVD  pi 
ers  and  set-top  boxes,  was  spun  off 
the  public  in  May  from  a  parent  w 
the  same  name. 

At  a  recent  $20  the  new  C-Cui 
(Nasdaq:  CUBE)  trades  at  just  2  tint 
sales  and  16  times  earnings.  Comp 
tor  Broadcom,  at  $250,  sells  at  1 
times  sales. 

Campbell  Gibson  ot  ["GT  Capi 
Partners  sa\s  the  market  still  asso 
ates  C  Cube  with  its  onetime  c( 
business,  supplying  chips  tor  thin 
like  karaoke  machines.  But  C-Cub( 
pushing  into  more  promising  markt 
most  notably  coder-decoder  chjf 
used  in  recordable  DVD  players 
John  Dvorak's  column,  p.  128),  \\< 


sed  phone  service  and  streaming 
eo.  It's  an  enticing  takeover  target 
Broadcom  or  Texas  Instruments, 
ich  have  big  set-top  box  businesses 
t  no  codec  lines,  says  Gibson. 

— Leigh  Gallagher 

>lone  Depot 

ME  DEPOT  IS  THE  KING  OF  BIG-BOX 
dware,  having  buried  such  chal- 
gers  as  Hechinger  and  Grossman's. 
t  don't  look  for  its  remaining  rival, 
idly  growing  Lowe's  Cos.,  to  bite  the 
vdust. 

Kevin  Risen,  comanager  of  Neu- 
ger  Berman's  Guardian  Fund,  says 


ve's  won't  get  drilled  by  its  rival 


we's  (NYSE:  LOW)  is  a  better  value 
in  Home  Depot.  At  $47  Lowe's 
des  at  25  times  trailing  earnings, 
ile  Home  Depot  at  $56  has  a  P/E  of 
Lowe's  first-quarter  earnings  were 
50%  on  $4.5  billion  in  revenue, 
me-store  sales  managed  a  healthy 
i  increase  (although  Home  Depot 
*  7%). 

Risen  says  Lowe's  softer  merchan- 
ing  and  strong  relations  with  do-it- 
urselfers  should  keep  it  a  contender 
th  lots  of  room  for  growth.  The  602- 
>re  chain  will  add  95  outlets  by  the 
d  of  2001  as  it  moves  in  on  Home 
pot's  turf  in  metropolitan  areas. 

— Kiri  Blakeley 
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To  check  on  Streetwalker's  performance 
and  discuss  stocks,  visit  our  Web  site  at: 
www.forbes.com/streetwalker. 


UIVERSIFY  FOR  GROWTH 
POTENTIAL  WITH  SMALL-CAPS 


How  $10,000  Invested  6/30/97 
Would  Have  Grown 


S  16,000- ■ 


14,000 


I  :  I  I  i    I     


T.  Rowe  Price  Diversified 
Small-Cap  Growth  Fund  (PRDSX) 
uses  proprietary  quantitative 
methods  to  tap  the  long-term 
growth  potential  of  small  compa- 
nies. These  companies,  which  are 
still  in  their  development  stage, 
are  expected  to  achieve  earnings 
growth  at  above-average  rates 
over  time.  Small  companies  often 
have  narrower  markets,  limited 
financial  resources,  and  less-liquid 
stocks  than  larger  companies,  and 
their  share  price  will  be  more  volatile.  Past  performance  cannot  guarantee 
future  results.  No  sales  charges. 


6/97 


3/98 


3/00 


Call  24  hours  for  your 
<  free  investment  kit 
including  a  prospectus 

1-800-401-4765 

www.  troweprice.com 


Invest  With  Confidence® 

T.RoweFHce 


-Ik, 


59-20%,  15.45%,  and  18.58%  arc  the  funds  average  annual  total  returns  for  the  1-year,  2-year,  and  since- 

inception  (6/30/97)  periods  ended  3/31/00,  respectively.  Figures  include  changes  in  principal  value,  reinvested 

dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more 

or  less  at  redemption  than  at  original  purchase. 

For  more  Information,  including  fees  and  expenses,  read  the  prospectus  carefully  before  investing. 

T.  Rowe  Price  Investment  Services.  Inc.,  Distributor.  ds<  105 1917 


How  can  product  returns  in  Omaha 
create  brand  new  smiles  in  Baton  Hou£e? 


Gifts  In  Kind  International  helps  companies  like  yours  donate 
products  to  people  in  need  —  and  reap  the  tax  benefits. 

Why  do  so  many  leading  companies,  including  40%  of  the  Global  Fortune 
500,  work  with  Gifts  In  Kind  International?  Because  we're  the  world's  leading 
charity  in  product  philanthropy. 

Whether  you  are  a  manufacturer  or  a  retailer,  we  make  it  easy  for  your 
business  to  donate  recreational  goods  or  other  products,  with  confidence  that 
only  qualified  charities  receive  them.  We'll  customize  a  program  that  meets 
your  philanthropic  goals,  handle  all  the  logistics,  and  supply  records  that 
support  your  tax  deductions  —  all  at  no  cost  to  you.  \bu  may  write  off  as 
much  as  twice  the  cost  of  the  goods. 

Call  today  for  details.  It's  the  first  step  toward  smiles  all  around. 


gp  Gifts  In  Kind  International* 

333  North  Fairfax  Street,  Alexandria,  VA  22314  USA 

Telephone:  703-836-2121 

Internet:  http://www.GiftsInKind.org       Email:  ProductDonations@GiftsInKind.org 

The  'World's  Leading  Charity  in  Product  Philanthropy 
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INTRODUCING  THE  VAN   KAMPEN    SELECT  GROWTH   FUNE 


Run  by  a  seasoned  management 
our  newest  fund  focuses  on  a  smaller  number  of  specifically  chosen  growth  stocks  and  other  equities.  Su 
selective  investment  strategy,  while  presenting  greater  risk,  may  also  offer  more  performance  potential.  To  fine 
if  this  fund  is  right  for jou.  call  tour  financial  advisor  or  l-800-?13-3450-  Or  p*5*'  *'*,tt'-  vankampen. 


VAN  KAMPE 
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ek  performance 
f  7/14/00 


All-US  Index1 

5.6% 

it  Barra  Growth  Index2 

2.4 

iarra  Value  Index3 

5.5 

1  •  Jones  industrials 

3.5 

>00 

3.8 

0.5 

fves  Internet  Index 

10.4 

s  40  Index  (total  return) 

4.1 

Barra  All-US  Index  of  9,200  stocks 
200-day  moving  average 

Market  value:  $18.5  trillion 


8500 
7500 

6500 
5500 

4500 
3500 

2500 


Sources:  Barra  Inc.:  Bloomberg  Financial  Markets. 
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UEREST  RATES 


'94 


■95 


'96 


'97 


'98 


'99 


00 


1500 


E.imates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 

e  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  June  28. 


ACTUAL 


1999 

Latest 

Mean 

Chgfr  6/9/00 

3-year  Treasury  yield  (%) 

6.48 

5.88 

6.01 

-2.0 

3-onrh  Treasury  yield  (%) 

5.33 

6.17 

6.42 

2.6 

2000  ESTIMATE 


fteral  funds  watch 

L;t  action:  May  16,  2000,  +50  basis  points.  Current  rate:  6.5%. 
K<t  Federal  Reserve  meeting:  August  22,  2000. 


;CIAL  STOCK  FOCUS 


I  intended  acquisition  of  PaineWebber 

j  by  Switzerland-based  UBS  has 
tested  the  share  prices  of  many  broker- 
b=  firms.  Some,  like  Merrill  Lynch  and  AG 
I    irds,  are  already  trading  at  or  near 
t     alltime  highs.  But  there  may  still  be 
bargains.  The  seven  U.S.  brokers 
bow,  for  example,  are  trading  at  a  mini- 
mal 19%  discount  to  their  52-week  highs. 


The  latest  Purchasing  Managers'  Index 
(PMI)  for  the  manufacturing  sector  in- 
dicates the  economy  is  still  expanding, 
albeit  at  a  slower  pace.  June's  PMI  was 
51.8%,  which  corresponds  to  an  ex- 
pected 3.4%  increase  in  real  GDP  this 
year.  In  1999  the  index  averaged  54.6%, 
while  GDP  gained  4.2%. 


Edited  bv  Shlomo  Z.  Reifman 


FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change      Expected 
Estimated        versus       year-to-year 
P/E        3  months  ago   EPS  growth 


S&P500 


2000 


25 


-0.6% 


19% 


2001 


22 


-1.2 


14 


MSCI  World-ex  US4 


2000 


26 


0.4 


30 


2001 


22 


0.6 


17 


IRES  estimate  increases/decreases 
July  00 


July  01 


S&P500 


0.81 


1.18 


MSCI  World-ex  US4 


1.09 


1.23 


Rising  estimates 


China 
Hong  Kong 
Romania 
Russia 
Thailand 


Falling  estimates 


Argentina 

Brazil 

Croatia 

Japan 

Philippines 


Source:  IBES  International  Inc. 

FORBES  INTERNET  UNIV 


Index 

Recent 

6/9/88 

Value 

124.8 

118.6 

Companies 

313 

310 

Valuations 

Stock  price/sales 

11 

11 

Market  value  ($bil) 

$745 

$722 

Sales/employees  (Sthoi 

i)  $127 

$131 

12-month  sales  growth 

200% 

200% 

2000  estimates 

Sales  total  (Sbil) 

$45.8 

$46.2 

Stock  price/sales 

6 

6 

P/E 

201 

153 

Sources:  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

I  tapany^ 


Stock 

price    Chg6  P/E7 


laldsonLufkin&Jenrette  $50.38  -27%   11 


nan  Sachs  Group 

104.19  -19 

17 

ries  Group 

23.00  -24 

11 

it  Trading  Group 

35.31  -41 

13 

anal  Discount  Brokers 

37.75  -36 

23 

thwest  Securities 

31.88  -48 

13 

aterhouse  Group 

18.75  -31 

32 

s  52-wk  high.  72000  estimate.  Sources:  Bloomberg 
ial  Markets:  IBES  International  and  Interactive  Data 
Wa  FactSet  Research  Systems:  IBES  Express. 

WHAT  THE  FUNDS  ARE 

RUYING  AND  SELLING 

Buying 

Price 

Selling 

Price 

EPS8 

EPS8 

Ideirtix 

$16.38 

$-0.43 

Artesyn  Technologies 

$35.50 

$1.31 

Keithley  Instruments 

88.94 

1.78 

ConAgra 

21.00 

1.87 

MetaCreations 

12.00 

0.27 

Electronic  Arts 

79.88 

0.91 

Patterson  Energy 

27.81 

0.33 

O'Reilly  Automotive 

14.38 

1.11 

Secure  Computing 

17.38 

-0.56 

Zions  Bancorp 

47.75 

2.86 

See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


82000  estimate.  Sources:  steinbergindicator.com:  Bloomberg  Financial  Markets:  IBES  Express. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  "A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  US-based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 
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Should  I 
IBM  Global  Services  here. 


vision  heads 


Credit  card  division  to  launch 
shopping  service  online. 


Banking  CE 
declares,  "It's  ti 
Internet,  dummy.' 


/ 


Retail  department  to  sel 
travelers  checks  online. 


CEO  questions 

his  antacid's 

3Commended  dosage. 


Mortgage  department 
to  post  rates  online. 


Moneyline  i 
CEO's  ovi 
Internet  stra 


:EO  counts  37  separate 
Internel 


technology  insight.  IBlvf  Global  Services  has  the  people 
who  can  leverage  both  Visit  ibm.com/services/us3 
or  call  1  800-IBM  7777  and  ask  for  services 


(&  business  ronsultinj 
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Portfolio  Strategy  By  Kenneth  L.  Fisher 

2000  Is  1 960 


WANT  TO  SEE  HOW  THIS  YEAR  ENDS  UP?  EXAM- 
ine  1960,  because  we've  been  here  before. 
Similarities:  Only  a  tiny  rise  in  the  Standard 
&  Poor's  500  and  Europe's  delivering  the  best 
equities  performance. 

The  parallels  between  the  preceding  decades  that  set  the 
scenes — the  1950s  and  1990s — are  uncanny.  In  the  July  15, 
1954  FORBES,  columnist  Sidney  Lurie  coined  the  phrase  the 
Fabulous  Fifties.  Years  later  it  caught  on.  So  I'm  hopeful  that 
my  coinage  (May  20,  1996), 
the  Nifty  Nineties,  will,  too. 
I've  steadily  likened  the  two 
decades,  most  recently  in  my 
June  1,  1998  column,  "1998 
Looks  Like  1958"  (available  in 
my  archives  at  the  FORBES  site 
listed  below). 

The  1950s  were  a  great  in- 
vestment road  map  to  the 
1990s.  Replace  IBM  and  Texas 
Instruments  in  the  1950s  with  Microsoft  and  Oracle  in  the 
1990s.  One  factor  you  must  ignore  in  making  comparisons, 
though,  is  short-term  interest  rates.  Because  their  move- 
ments are  priced  into  the  market,  they're  not  very  important 
for  this  exercise. 

My  start-of-the-year  forecast  was  for  a  flat  S&P  500  in 
2000;  in  1960  the  S&P  returned  0.5%.  America  dominated 
the  world's  economy  in  1960,  just  as  it  does  today.  It  was  18 
years  after  1942's  market  bottom,  when  our  longest, 
strongest  bull  market  began.  This  year  is  18  years  after 
1982's  bottom,  which  led  to  the  second-longest  bull  market. 
Both  1960  and  2000  saw  stocks  trading  at  abnormally  high 
multiples  of  their  earnings  and  their  dividends. 

Politics  is  similar;  just  switch  the  parties.  Both  years  are 
the  final  ones  for  two-term  presidents.  As  I  wrote  on  May  4, 
1998,  Presidents'  third  or  fourth  years  see  a  negative  S&P  500 
only  under  extraordinary  conditions  (in  1931,  1932  and 
1939,  1940— the  Great  Depression  and  the  start  of  World 
War  II ).  So  don't  expect  a  negative  2000.  And  as  I  noted  on 
June  1,  1998,  Clinton  and  Ike  are  by  far  the  most  similar 
20th-century  Presidents  in  terms  of  market  impact. 

Note:  Nixon  would  never  have  gotten  nominated  in  1960 
had  he  not  been  vice  president— in  his  case  to  a  lame-duck 
President  who  was  a  do-nothing  because  ol  th<  opposition- 
controlled  Coi  Al  Gore?  Nixon  had  his 
Checkers  scandal  and  Gore  b  using  m, 

Where  would  JFK  have  been  in  1960  without  his  father? 
of  where  George  W.  would  be  without  his.     either  did 

:ooo 


Just  like  40  years 

ago,  Europe  will 

post  the  best  stock 

showing.  And  the 

S&P  will  be  flat. 


much  to  justify  leading  the  Free  World.  Each  is/wav< 
relatively  inexperienced,  popular  with  female  voir 
perceived  as  charming.  Neither  has/had  been  in  th  r 
eye  long  or  run  nationally  before.  Kennedy  wasn  w 
seen  as  bright  until  1960.  Expect  Bush  to  win.  Don  e 
Bush  to  seem  bright. 

In  1960  stock  markets  did  better  in  continental 
than  here.  Like  now.  In  both  years  tech  stocks  con: 
the  year  progressed.  In  1958-59  and  1998-99  loc-t 

bonds  got  creamed 
1960  and  2000  Ion 
rose  in  price. 

Differences?  Arm 
the  economy  was  seens 
nant  in  1960,  unlike  i 
in  both  years  the  in 
stronger  than  reality, 
didn't  hike  interest 
1960 — but  remembc 
said  before,  that  sh 
rates  should  be  ignored  for  our  road  map. 

Finally  there  was  a  prevalent  market  euphoria  l 
that  is  echoed  in  2000.  In  1960  a  professional  dana 
Nicholas  Darvas  styled  himself  a  financial  wi. 
penned  a  glitzy  bestseller,  How  I  Made  $2,000,r 
Stock  Market.  Look  at  all  the  ridiculous  stock  mark 
out  now.  No  wonder  greed  replaced  fear  in  1959  and' 

To  keep  ahead  of  the  pack  this  year,  keep  a  healti 
weight  to  continental  European  stocks.  Novartis  (3, 
www.novartis.com)  is  the  world's  fourth-largest  d 
pany  New  to  the  New  York  Stock  Exchange,  the  S\ 
pany  is  cheap  relative  to  peers.  A  strong  prodm" 
and  huge  R&D  budget  will  propel  Novartis  for  yeai •- 
Encl  (42,  EN,  www.enel.it)  dominates  Italian  i 
power  generation.  Its  recent  privatization  allows  a 
tions  and  expansion  into  gas  and  broadband  telecoi 
Sweden's  Electrolux  (34,  ELUX,  www.electroli 
stumbled  since  I  wrote  about  it  last  Nov.  15.  Possev 
of  the  world's  leading  home  appliance  brands  like  Frio. 
Fureka  and  Poulan,  this  powerful  company  trades ! 
than  halt  of  annual  revenues. 

Germany's  dominant  Financial  institution,  D* 
Bank  (84,  DTBKY,  www.deutsche-bank.de),  has  set 
become  Europe's  premier  bank.  It  will  benefit  fron 
ing  economic  strength  on  the  Continent. 


□ 


Kenneth  L.  Fisher  lkcnfnhcr@fi.com)  is  a  Woodside, 

Calif.-based  money  manager. 

Visit  Ins  forum  at  www  forbei.com/fisher. 
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Stock  Trends  By  Laszlo  Birinyi  Jr. 

The  Fed  at  Rest 


IT  SEEMS  THAT  THE  FEDERAL  RESERVE  IS  FINISHED 
raising  rates  this  year.  On  Wall  Street  that's  the  widely 
held  view:  The  six  increases  we've  seen  are  the  limit.  You 
hear  a  lot  of  comparisons  between  now  and  1995,  the 
last  time  the  Fed  completed  a  rate-raising  campaign. 
From  Feb.  4, 1994  to  Feb.  1, 1995,  there  were  seven  increases, 
moving  short  rates  from  3%  to  6%.  And  after  the  Fed  was 
done,  the  S&P  500  went  up  30%  the  rest  of  the  year;  the  Dow 
Jones  industrial  average  gained  32%.  Fixed-income  investors 
could  celebrate  as  well.  The 
long  Treasury  dropped  from 
7.75%  to  5.95%. 

But  before  you  start  rub- 
bing your  hands  in  anticipa- 
tion of  a  rerun,  note  that  the 
investment  climate  in  winter 
1995  was  markedly  different. 
First,  we  were  coming  off  a 
bad  year:  1994  saw  a  decline  in 
the  price  of  the  S&P,  albeit 
only  1%,  and  the  Mexican  peso  was  being  revalued.  Addi- 
tionally, the  prevailing  outlook  on  bonds  was  bearish.  The 
30-year  Treasury,  at  8%  in  early  1995,  was  expected  to  reach 
9%.  Wall  Street's  bulls  only  looked  for  a  4100  peak  on  the 
Dow  (it  ended  the  year  at  51 17)  and  were  not  so  much  pos- 
itive on  stocks  as  negative  on  everything  else. 

The  roaring  market  that  followed  seemed  like  a  wind- 
fall. The  strongest  groups  were  electronic  defense,  drugs, 
medical  products,  aerospace/defense  and  communications 
equipment.  Chemicals,  oils,  semiconductors  and  computer 
systems  were  market  performers.  Only  98  stocks  in  the 
S&P  500  were  down  that  year. 

Will  we  enjoy  a  similar  market  spiral  now?  Doubtful. 

At  the  outset  of  2000  I  was  as  bullish  as  I  have  ever 
been.  While  I  am  still  bullish,  I  have  backed  off  my  pre- 
diction of  double-digit  returns.  Look  for  some  good  show- 
ings for  the  balance  of  2000,  but  nothing  like  what  we  saw 
in  the  late  1990s.  Expect  average  bull-market  returns  of 
8%  to  10%. 

Simple  math  is  the  reason.  An  amazing  number  of  mar- 
ket strategists  still  hold  to  their  beginning-of-the-year  fore- 
casts of  double  digits.  But  if  you  expected  a  15%  gain  for 
2000,  you  were  in  effect  looking  for  just  over  1%  on  average 
per  month.  Now,  though,  after  half  a  year,  and  with  the  mar- 
ket flat,  the  Dow  would  have  to  appreciate  at  a  rate  of  2%  a 
month,  or  almost  30%  annualized.  That  is  asking  too  much. 

Since  the  market  is  more  likely  to  disappoint  than  to  de- 
light, the  stocks  to  own  are  some  Old  Economy  ones.  The 
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question  now  is  which  ones? 


Will  the  market  go 
wild  when  the  Fed 
stops  tightening, 
as  it  did  in  1995? 
Not  a  chance. 


The  traditional  names  would  certainly  include  papers 
chemicals  and  steels.  Okay,  but  International  Paper  is  dowr 
44%  this  year,  DuPont,  30%  and  USX-U.S.  Steel  Group,  41% 
My  philosophy  is  to  buy  strength,  not  bargains.  So  I  don'l 
want  to  go  into  weak  stocks  like  these. 

The  weakness  is  pervasive.  In  this  year's  second  quarter 
23 1  S&P  stocks  were  up;  267  were  down.  And  declines  weref- 
steeper  than  advances  were.  The  winners  added  $697  billion 

in  market  value,  while  the 
losers  lost  $1,124  billion.  The  : 
winning  is  very  concentrated 
in  the  health  care  sector.  Pfizei 
added  $44  billion  in  value 
Johnson  &  Johnson,  $43  bil- 
lion; and  Eh  Lilly,  $40  billion 
This  is  a  sector  in  which  to  pul 
money  for  the  second  half  ofl  \ 
2000.  Today  the  real  strength) 
in  this  sector  has  shifted  tcf 
Johnson  &  Johnson  (95,  JNj),  Eli  Lilly  (95,  LLY)  and  GlaxtW 
Wellcome  (56,  GLX). 

Another  sector  that  has  been  perking  up  is  food  manu-l 
facturing.  The  S&P  food  group,  helped  by  Unilever's  buyoulf 
of  Best  Foods,  is  up  1%  so  far  this  year.  Within  that  oft- L 
snubbed  group,  I  recommend:  H.J.  Heinz  (41,  HNZ),  up  38%  [ 
from  its  low;  Kellogg  (28,  K),  up  48%;  and  Campbell  Soup*- 
(28,  CPB),  up  7%  despite  management  turmoil. 

And  while  we're  at  it,  there  are  good  prospects  for  some  *- 
Nifty  Fifty  stocks  of  a  generation  back:  Coca-Cola  (58,  KO) 
Gillette  (32,  G)  and  Avon  Products  (37,  AVP).  Coke,  for  in-  : 
stance,  seems  to  be  getting  a  grip  on  its  problems  under  it1 
new  chairman,  Douglas  Daft.  And  just  to  show  you  how  the 
situation  has  changed,  I  point  out  that  in  my  May  15  col- 
umn I  advised  against  investing  in  Coke  and  Gillette. 

Look  at  retailers.  Earlier  this  year  I  highlighted  Sear. 
(36,  S),  to  which  I  now  would  add  Safeway  (47,  SWY).  Nei- 
ther these  nor  the  consumer  goods  manufacturers  have 
the  glitz  of  anything.com.  But  traditional  growth  name? 
warrant  consideration  in  long-term  portfolios  such  a* 
trust  funds  for  grandchildren  or  401  (k)s  with  a  life  ex-j 
pectancy  of  25  years. 

Assuming  the  Fed  stands  pat,  we  can  look  forward  to  a 
second  half  that  should  give  respectable,  if  not  generous,  re- 
wards. And  they'll  come  from  solid  stocks  that  have  beer 
around  for  a  long  time  and  will  continue  to  be. 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn, 
based  financial  consulting  firm.  Website:  www.lbirinyi.com. 
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Financial  Strategy  By  A.Gary  Shilling 

Defensive  Duds 


F  YOU  AGREE  THAT  THE  BEAR  HAS  EMERGED  FROM 
long  hibernation,  it's  time  to  adjust  your  portfolio.  My 
advice  has  been  to  find  a  haven  in  bonds,  especially 
long-term  Treasurys  (see  my  Mar.  20  column  for  de- 
tails). I  forecast  that  a  global  recession  is  ahead  that  will 
I  jig  mild  deflation  of  1%  to  2%.  That  will  prompt  the 
Ideral  Reserve  to  ease  monetary  policy.  If  long  Treasurys 
lly  from  a  5.9%  yield  now  to  3%  in  two  years,  a  30-year 
Ind  will  return  65%,  including  interest.  A  30-year  zero 
Kupon  bond  going  from 
|t%  to  3%  will  return  1 12%. 
I  Staying  with  stocks  in  this 
Ivironment  is  very  risky. 
I  ey  start  falling  before  a  re- 
|;sion  arrives  and  keep 
I  ling  until  well  into  the 
Iwnturn.  Interest  rates  typi- 
lly  decline  as  the  Fed  eases 
I  combat  the  business  slump, 
It  the  positive  effect  on  equi- 
ks  is  offset  by  disappointing  earnings. 
I  You  will  hear  that  there  are  defensive  stock  groups  that 
I  better  than  average  in  bear  markets.  Don't  fall  for  that. 
|me  produced  consistent  positive  gains  in  the  past  six  sig- 
licant  U.S.  market  declines — that  is,  bear  markets  brought 
I  by  recessions,  not  short-term  dips  like  the  1998  Asia- 
liSsia  mess.  My  good  friends  at  the  Leuthold  Group  corn- 
led  the  data,  which  cover  bear  markets  beginning  with  the 
I  e  in  1957  and  continuing  through  the  1990  slump.  History 
Id  recent  events  suggest  that  only  drug  and  utility  stocks  are 
Inotely  worthwhile  as  defensive  plays,  and  even  these  two 
■  tors  were  not  entirely  reliable  in  those  six  selloffs. 
I  Professional  investors  may  be  content  with  beating  the 
|:rages.  For  individuals,  though,  performance  is  relative  on 
I?  way  up  but  absolute  on  the  way  down.  Losing  less  than 
I?  overall  market  is  cold  comfort  when  your  retirement 
I  rtfolio  lies  in  ruins. 

I  Classic  defensive  stocks  include  consumer  goods:  soft 
links,  foods  and  household  products.  People  buy  these 
loducts  in  booms  and  busts.  Still,  all  three  of  these  S&P  in- 
I  stry  groups  rose  in  only  two  of  the  past  six  bear  markets. 
Iiey  may  fare  poorly  in  the  next  bear  market,  because  big- 
land  companies  like  Coca-Cola,  Campbell  Soup  and  Proc- 
I  &  Gamble  have  pushed  to  the  limits  of  consumer  toler- 
Ice  with  their  price  increases.  Consumers  are  more  willing 
I  switch  to  house  labels,  and  powerful  mass  retailers  and 
I  v  inflation  are  killing  big  brands  (see  my  June  12  column). 
Tobacco  companies  rose  in  five  of  six  bear  markets.  But 


, 


You  can't  find  safe 

haven  in  stocks. 

Drugs  and  utilities 

are  simply  the  best 

of  a  bad  lot. 


that  was  then.  This  time  around  the  tobacco  producers  are 
under  assault  by  liability  lawyers.  Note  that  mighty  Philip 
Morris,  once  pugnacious  toward  its  enemies,  has  turned 
meek,  pulling  its  ads  from  magazines  read  by  youths,  hoping 
to  stave  off  further  ad  restrictions. 

Stocks  of  the  big  oil  companies  did  better  than  the  S&P 
500  in  the  past  six  recessions,  but  still  fell  every  time.  Recent 
oil  stock  strength  reflects  the  OPEC-led  spike  in  crude  prices, 
but  OPEC's  ability  to  enforce  its  price  range  in  a  worldwide 

downturn  is  highly  suspect. 
Cheating  on  assigned  export 
quotas  is  already  increasing, 
even  as  crude  prices  rise.  I  rate 
major  oils  as  lousy  bear  mar- 
ket buffers  this  time. 

Telephone  stocks  made 
money  for  investors  only 
twice  in  the  past  six  recessions. 
Deregulation  and  recent  tech- 
nological advances  in  cable, 
satellite,  cell  phones  and  wireless — not  to  mention  merger 
prospects — have  so  changed  the  industry  that  its  safe-haven 
status  now  is  even  less  clear.  In  any  event,  the  recent  weak- 
ness in  many  phone  stocks  may  be  ominous. 

Gold  stocks  were  winners  only  twice.  With  the  world  es- 
sentially at  peace  and  low  inflation  prevailing,  bullion  prices 
and  gold  mine  stocks  will  probably  continue  to  fall. 

Utilities?  The  reliable,  dividend-dispersing  monopoly  in- 
dustry is  history.  The  business  is  fragmenting  vertically  and 
learning  how  to  compete.  Montana  Power,  for  example,  may 
sell  its  generating  plants  and  concentrate  on  fiber  optics  and 
other  telecommunications.  Will  it  be  safe  in  the  next  selloff 
of  tech  stocks?  I'd  stay  with  lower-key,  rate- sensitive  outfits 
like  Texas  Utilities  and  GPU.  Note,  however,  that  utilities  only 
made  money  in  two  of  the  last  six  bear  markets. 

Drug  stocks  have  been  mediocre  in  recent  years,  and 
they  rose  in  only  three  bear  markets.  Broader  drug  coverage 
by  Medicare  is  likely,  although  it  may  come  at  a  stiff  price — 
to  wit,  price  controls.  Working  in  the  sector's  favor:  Drugs 
are  cheaper  than  hospitalization  and  surgery,  and  ads  aimed 
at  consumers  are  hyping  demand  for  some  prescriptions. 
On  balance,  drug  stocks  may  be  effective  sanctuaries.  But 
they  still  aren't  as  rewarding  as  bonds  during  a  recession. 

If  you  want  to  prepare  for  the  worst,  you  simply  can't  be 
heavily  invested  in  stocks.  F 

A.  Gary  Shilling  (shil@ix.  netcom.com)  is  president  of  A.  Gary  Shilling  & 
Co.,  economic  consultants,  investment  advisers  and  publishers  o/Insight. 
Web  site:  www.agaryshilling.com. 
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I  E  S  L  I  F  E 


Footsteps 


adventure!  Following  a  knife- 
edge  in  British  Columbia— and 
revisiting  a  bit  of  adolescent  terror. 

pulsory  wrinkly"  in  our  little  expedition 
We  were  trudging  up  the  glacier,  mayb 
8,000  feet  above  sea  level,  where  our  pilo 
lens,  had  deposited  us  from  the  Bell  Alpin 
212  helicopter  two  hours  earlier.  No  on 
knows  who  climbed  Syphax  first,  but  there' 
a  good  chance  it  was  Conrad  Kain,  the  Aus 
trian  guide  who  pioneered  much  of  this  ter 
rain  in  the  early  1900s.  The  massive  Conrai 
Glacier  lay  just  across  the  valley  from  us.  Bu 
it  would  have  taken  Kain  a  good  week  just  ti 
trek  through  the  valley  and  up  to  the  poin 
where  we  started  out  that  morning. 

The  way  up  presented  few  technical  diffr 


Tbarely  had  time  to  spit  out  a  loud 
and  sincere  curse  before  I  felt  the 
line  Virginia  was  holding  go  taut." 


THIS  SPRING  IN  THE  PURCELL  MOUNTAINS  OF 
western  Canada  was  an  especially  wet  and  cold 
one.  So  Mount  Syphax  was  still  mostly 
shrouded  in  snow  right  up  to  the  summit  (9,446 
feet  >  as  late  as  the  end  of  June.  This  didn't  make  scaling  it 
any  easier,  particularly  since  none  of  us  had  ever  done  any 
real  climbing  before. 

Not  me,  not  Jim  and  Virginia  Wilson,  two  married 

engineers  from  Cincinnati,  not  Jeffrey  from  England, 

at  64  years  old,  cheerfully  dubbed  himself  the  "com- 


: 
.: 

ki 

i 

:.. 
culties — no  sheer  rock  faces  with  teensy  toe 
holds.  But  it  was  slow  going  and  tiring.  W  . 
made  it  a  point  to  steer  well  clear  of  th< 
rocks  to  our  right,  since  their  retained  hea 
would  soften  the  surrounding  snow  am 
make  it  more  liable  to  give  way  underfoot.  I 
didn't  matter,  though,  since  a  blistering  sui 
had  already  started  thawing  the  approach. 
As  a  result,  we  were  struggling,  oftei 
sinking  two  or  three  feet  with  each  step  as  we  crunchec 
through  the  snow  crust.  The  anoraks  came  off  first,  thei< 
the  sweaters  and  gloves  as  each  of  us  labored  to  follow  h 
the  footsteps  of  the  climber  directly  ahead. 

But  then  every  so  often  we  stopped  and  turned  around 
There,  gleaming  across  the  glacial  valley,  was  the  spire  o 
Mount  Thorington  and,  beyond  it,  the  Selkirk  range  and,  be 
yond  that,  the  Monashees.  In  the  other  direction,  across  th 
Columbia  Valley,  lay  the  granite  Rockies — the  youngest  o 
the  four  ranges  you  can  see  from  the  top  of  Syphax.  None  o 
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;  needed  much  more  inspiration  than  that  to  keep  going. 

J.  Monroe  Thorington,  the  spire's  namesake,  captured 
pretty  well.  Thorington  was  a  Philadelphia  doctor,  but  he 
as  better  known  as  Conrad  Kain's  most  accomplished 
:olyte;  through  1949  he  logged  52  first  ascents  of  the  sur- 
mnding  peaks.  He  wrote  the  following  a  long  time  ago, 
id  as  soon  as  we  saw  the  cross  on  Syphax's  summit,  we 
>uld  each  feel  the  truth  of  it: 

"Many  of  us  have  ideals,  of  course,  but  the  opportu- 
ity  for  attaining  them  is  often  remote,  and  the  desired 
ids  float  away  into  the  realm  of  impossibility.  How  dif- 
rent  it  is  with  the  climber!  He  has  a  peak  to  scale,  and 
ith  it,  the  enjoyment  of  all  the  splendor  of  the  mountain 
odd — and  in  a  day,  usually  in  less  time,  he  sets  foot  on  the 


esired  height  with  all  the  joy  that  comes  with  the  com- 
.etion  of  a  self-appointed  task." 

But  what  would  Thorington  have  made  of  Canadian 
fountain  Holidays,  which  ferries  tenderfeet  of  all  ages  and 
imbing  abilities  around  the  Bugaboo,  Purcell,  Selkirk  and 
ariboo  ranges  in  its  helicopters?  "We  try  not  to  be  too 
ecadent  about  it  and  just  skim  the  cream,"  says  Bryan 
eefer,  the  wry  mountain  guide  who  had  led  some  of  us  up 
knife-edge  ridge  minutes  after  we  arrived  at  the  lodge. 

My  guess:  Thorington  would  have  applauded  the  open- 
ig  of  his  glacial  Eden  to  city  slickers  like  me,  who  could 
ot  tell  a  crampon  from  a  carabiner.  (Oh,  you  either? 
rampons  strap  on  to  hiking  boots  to  grip  the  ice;  cara- 
iners  are  metal  loops  into  which  ropes  get  hooked.) 

About  45  of  us  were  spending  three  days  in  CMH's  Bobbie 
urns  lodge,  deep  in  the  wilderness  but  a  short  chopper  flight 
om  Golden,  British  Columbia,  which  lies  two  hours  by  bus 
om  Banff.  Our  appetites  for  physical  challenge  varied  con- 
derably.  While  the  Wilsons  and  I  were  panting  up  Syphax, 
ustin,  a  delightful  paunchy  Brit  with  bad  knees,  was  sniffing 
ildflowers  in  alpine  meadows.  The  only  difference  was  where 
)u  hopped  off  the  chopper  in  the  morning. 

There's  been  a  surge  of  interest  in  amateur  moun- 
ineering  lately,  and  tour  operators  who  offer  helicopter- 
iking  services  (see  box)  have  been  prime  beneficiaries.  The 
MH  people  suspect  it's  at  least  partly  due  to  the  popular- 


ity of  Jon  Krakauer's  true-life  tale  of  a  fatal  expedition  up 
Everest,  Into  Thin  Air. 

Maybe  so,  but  none  of  us  at  the  lodge  had  any  hanker- 
ing to  wager  life  and  limb  in  the  wild.  "Well,  we've  cheated 
death  yet  again,"  sniggered  our  guide  Patrick  at  the  end  of 
a  day's  climbing.  That's  guide  humor. 

But  fear — well,  that's  another  thing,  and  we  all  got  to 
face  as  much  of  that  as  we  wanted.  Which  is  not  so  bad, 
either.  Once  upon  a  time,  back  in  high  school,  I  had  spent 
a  day  rock  climbing,  petrified  I  would  slip  from  the  rock 
face.  The  cure,  I  was  advised,  was  simply  to  take  my  hands 
off  the  rock  and  fall,  even  though  I  might  manage  not  to. 
Since  there's  no  such  thing  as  climbing  without  falling,  bet- 
ter to  vanquish  that  fear  right  away  and  learn  firsthand 
that  the  belay,  the  rope  securing  you,  is  pretty  dependable. 

Now  here  I  was  again,  and  the  old  fear  hadn't  gone 
away.  This  time  around,  though,  I  didn't  have  to  try  to  fall. 
A  tricky  ledge  on  the  route  Patrick  had  picked  for  me  and 
the  Wilsons  did  all  the  work  on  its  own.  I  barely  had  time 
to  spit  out  a  loud  and  sincere  curse  before  I  felt  the  rope 
Virginia  Wilson  was  holding  go  taut,  suspending  me  just 
alongside  the  overhang.  It  took  another  fall  before  I  suc- 
ceeded in  mastering  that  damned  stretch  of  rock.  It  had 
only  taken  me  30  years  to  do  this,  and  falling  turned  out  to 
be  no  big  deal  after  all.  Wait,  I  take  that  back.  It  turned  out 
to  be  a  very  big  deal  indeed.  — J.L 


Ain't  No  Mountain  High  Enough 

CANADIAN  MOUNTAIN  HOLIDAYS 

The  granddaddy  of  helicopter  hiking  and  mountaineering. 
Five  cushy  lodges  in  southeastern  British  Columbia. 
Three  nights  at  Bobbie  Burns:  $1,205  per  person 
Phone:  800-661-0252 
www.cmhhike.com 

HEU  CANADA  ADVENTURES 

Located  near  Revelstoke,  B.C.  Lodge  at  the  Hillcrest  Resort, 
couched  between  Selkirk  and  Monashee  mountains. 
Heli-mountaineering  for  five  days:  $1,352  per  person 
Phone:  888-837-5417 
www.helicanada.com 

BACK  OF  BEYOND  ADVENTURE  CO. 

Ascend  the  classic  peaks  in  Banff  National  Park.  After- 
hours  luxe  accommodations  at  Baker  Creek  Lodge 
and  Emerald  Lake  Lodge. 
Six  days:  $1,735  per  person 
Phone:  800-732-7251 
www.canadianrockies.net/backofbeyond/index.html 

ALPENGLOW  AVIATION 

Located  in  Golden,  B.C.,  nestled  between  the  Canadian 

Rockies  and  Columbia  Mountains.  Will  customize  vacations 

for  glacier-bound  trekkers. 

A  two-day  weekend  retreat,  including  cabin  lodging, 

$580  per  person 

Phone:  888-244-7117 

www.rockiesairtours.com 
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American  Classics 

M  u  s  i  c  |  If  the  words  "modern  classical  music" 
make  you  run  for  cover,  have  no  fear.  Here  are 
four  modernists  whose  work  is  accessible, 
delightful  and  distinctly  American. 

BY  DAVID  L.  POST 

TH£  AN  COMPOSER  ROGER  SESSION'S  VVAS  ONCE 

asked,  "What  is  American  music?"  In  typical  curmud- 
geonly fashion  he  replied:  "It's  anything  written  by  an 
American."  But  with  all  due  respect,  it's  a  lot  more  than  that. 

Over  the  last  century  our  classical  music  has  come  a  long 
way  and,  in  the  process,  has  developed  its  own  traits.  It  has  a 
rhythm,  swagger  and  optimism 
not  found  in  the  more  academic 
traditions  of  Europe.  We  turned  to 
our  own  folk  songs,  hymn  tunes, 
square  dance  ditties  and,  of  course, 
jazz,  and  made  a  sound  that  the 
world  had  never  heard  before. 

We  found  our  unique  voice  for 
the  concert  hall,  no  longer  need- 
ing to  go  to  Europe  to  study  and 
return  sounding  like  a  Brahms 
knockoff.  In  the  20th  century 
there  were  giants  in  the  land: 
Charles  Ives,  Duke  Ellington, 
George  Gershwin,  Aaron  Copland, 
Leonard  Bernstein.  But  who  is  fill- 
ing those  shoes  now? 

Heading  many  lists  is  Aaron 
Jay  Kernis,  one  of  the  youngest 
winners  of  the  Pulitzer  Prize  in 
music,  at  age  38.  Bursting  onto 
the  scene  in  1983  with  a  New  York 
Philharmonic  premiere,  Kernis 
has  written  distinctive,  vivid 
music  in  virtually  every  genre. 

Marked  by  fine  workmanship, 
attention   to  detail   and  well- 
planned  effects,  his  music  is  completely  approachable  by  even 
the  most  skittish  of  new-music  listeners.  Upbeat  and  melodic, 
it's  got  rhythm,   snap  and  lots  of  wonderful  instrumental  color. 

Try  his  String  Quartets  1  &2  (the  second  of  which  won  the 
Pulitzer),  which  are  on  the  Arabesque  label,  or  discover  the 
gritty  100  Greatest  I  hince  Hits,  with  echoes  of  rock  and  salsa.  By 
turns  elegant,  earthy,  funny  and  tragic,  Kernis  envelops  the  lis- 
tener in  his  own  imaginative  world  and  takes  him  along  for  a 
wonderful  ride. 

Sharing  v  me  <  if  Kernis'  ebullience  and  exuberance  is  Michael 
aDeda  postminimalist,  Torke's  music  is  \ivid,  brac- 
ks dunk  and  propulsive,  with  a  fine-tuned  sense  of  orches- 
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Four  young 
composers 
who  are  filling 
the  giant  shoes 
of  Ives, 
Bernstein 
and 


Aaron  Jay  Kernis 
uses  rock  and  salsa 
in  his  compositions. 

tration.  To  his  credit,  Torke  u 
above  giving  us  a  tune  we 
hum  in  the  shower  long  afteri 
music  is  gone. 

Unlike  so  many  of  the  a 
ious,    phobic,    hand-wrin. 
composers  working  toda 
seems  to  be  having  a  ball 
wants  us  to  share  in  his  fun.  Like  Kernis,  Torke  is  eclectic 
has  written  in  virtually  every  genre,  including  opera.  He 
shares  with  Kernis  the  distinction  of  having  been  comr 
sioned  by  Walt  Disney  Corp.  to  compose  a  choral  symp 
for  the  new  millennium. 

Listen  to  Javelin,  a  "sonic  olympiad"  commissioned  1 
Adanta  Olympic  Committee  (with  Yoel  Levi  and  the 
Symphony  Orchestra,  on  the  Argo  label,  and  also  with 
Williams  and  the  Boston  Pops  on  Sony).  If  that  gets  your  I 
running,  try  the  wonderful  Color  Music,  Overnight  Ma: 
Music  on  the  Floor,  all  on  the  Argo  label. 

Although  he's  been  at  it  for  more  than  25  years,  fiddler  | 
composer  Mark  O'Connor  has  begun  to  carve  out  a  placa 
his  own,  dressing  country  fiddling  in  classical  white  tie 
tails.  In  some  ways  the  heir  to  Aaron  Copland  (think 
Down"  from  the  ballet  Rodeo),  O'Connor  has  taken  things  i 
eral  steps  further.  In  a  tradition  as  old  as  Charles  Ives,  he  i 
Appalachian  fiddling  as  the  basis  of  several  of  his  comr. 
tions,  most  particularly  his  Tlic  Fiddle  Concerto. 

O'Connor  has  worked  with  classical  heavyweights  I 
list  Yo-Yo  Ma  and  double  bassist  Edgar  Meyer,  and  the  trio's 
Appalachia  Waltz,  also  on  Sony  Classical,  is  well  worth  a  I 
Most  difficult  to  characterize,  yet  no  less  gifted,  is 
Zorn.  A  descendant  of  an  iconoclastic  ,\nd  experimental  l 
tion  in  American  music  that  began  in  the  1950s,  Zorn  has  I 
many  of  these  elements  and  pushed  them  to  their  absolute  I 
its.  A  saxophonist  and  compose]  at  home  in  the  dov 


THE  GOLF  SWING.. .Simplified 

Reduce  Your  Handicap  by  25%  with  Natural  Golf 


e  head  rotates  around  | 


CONVENTIONAL  SWING 

nventional  golf  "tips"  above  represent  some  of  the  advice  from  a 

sue  of  a  leading  golf  magazine.  It's  no  wonder  that  the  average  golfer  is 

1  and  does  not  improve.  The  conventional  golf  swing,  with  its  severe  hand 

rotation,  is  extremely  difficult  to  coordinate  and  repeat  consistently. 


NATURAL  GOLF  SWING 

The  Natural  Golf  swing  is  much  simpler.  The  focus  is  on  the  four  basic  principles 
above.  In  the  Natural  Golf  swing,  much  of  the  rotation  is  eliminated  and  the  club 
moves  down  the  target  line,  creating  a  more  accurate  swing.  Natural  Golf  will 
reduce  your  handicap  by  25%... guaranteed. 


atural  Golf  Has  Been  Embraced  By  Over  100,000  Golfers  All  Over  the  World. 


hooked  on  Natural  Golf.  To  switch  from 
unable  to  swing  a  golf  club  to  having 
mty  that  I  could  hit  the  ball  straight  and 
an  extraordinary  experience. " 
—  Anthony  Robbins.  inspiration  to 
millions  on  how  to  create  an 
extraordinary  quality  of  life. 


"I  saw  improvement  very  quickly. . .  this 
is  what  I  would  go  after  -  Natural  Golf  - 
for  everybody. " 

—  Ron  Santo,  Chicago  Cubs  legend. 

"/  have  lowered  my  handicap  from  a  17 
to  a  10  I'm  more  confident  and  I  hit  it 
straighter."  —  Tom  Keenan,  Natural  Golfer 


"I've  seen  the  Natural  Golf  method,  and  it's 
awesome!  The  clubhead  travels  right  down 
the  target  line  producing  straighter,  longer 
shots.  Natural  Golf  can  help  everyone  from 
a  low  handicapper  to  the  beginning  golfer. " 
—  Bob  Rosburg,  PGA  Champion  & 
Golf  Commentator 


Natural  Golf's  Instructional  Package  Gives  You  Everything 
You  Need  to  Play  the  Best  Golf  of  Your  Life 

^  The  Lifetime  of  Better  Golf  Instruction  Package  contains  an  80  page 
book  on  the  Natural  Golf  method,  two  videotapes  on  The  Natural  Golf 
Swing  and  the  Natural  Golf  Short  Game,  a  40  minute  audiotape  on  the 
mental  approach  to  Natural  Golf  and  a  Personal  Progress  Diary.     ^^^_ 


Only  Two  Easy  Payments  of 

* 


$39.95 


ADDED  BONUS 

If  you  act  now,  you  will  also  receive  a 

year's  subscription  to  Natural  Golfer 

and  Goll  Digest  Magazines. 


NATURAL 

www.naturalgolf.com 


The  Natural  Golf  Guarantee:  We  guarantee  that  you  will  play  better  golf!  If  for  any  reason  you  are  not  totally 
satisfied,  just  return  the  product  for  a  refund  of  the  product  price. 


CALL  NOW  800-544-4671 


"Two  payment  plan  available  tor  credit  cards  —  plus  $9.95  for  shipping  and  handling. 
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music  scene  of  New  York  City,  Zorn  writes  music  with  no 
boundaries.  He  seems  to  delight  in  challenging  the  listener  to 
get  up  and  leave,  or  stay  and  punch  him  in  the  nose. 

Heavily  improvisational,  but  based  on  well-thought-out 
rules,  the  resulting  music  is  composed  by  chance  and  the  whims 
and  skills  of  the  musicians.  In  the  late  1980s  Zorn  founded  the 
band  Naked  City,  which  acquired  something  of  a  cult  follow- 
ing. When  they  broke  up  in  the  early  1990s  Zorn  formed  the 


Forget  Fido 

w  I  L  D  L I  F  E  |  Yes,  we  know, 
dogs  are  man's  best  friend 
and  cats  curl  up  comfortably 
in  your  lap.  But  have  you 
considered  the  advantages 
of  walking  your  hedgehog 
Sylvester  down  the  street? 
The  fact  that  hedgehogs  also 
eat  cockroaches  is  just  gravy 
(which  hedgehogs  like,  too). 
In  this  age  of  the  pet  fashion 
statement,  ownership  of 
exotic  critters  is  soaring. 
Here's  a  guide  to  some  of  the 
more  popular  beasts  on  the 
furry  fringe. 


HEDGEHOG     1 

The  good  stuff:  Really  cool-looking 

(like  small  porcupines),  eat  roaches. 

The  bad  stuff:  Often  vicious,  hard  to  pet. 

Keep  in  mind:  Sharp  quills. 

Estimated  number:  40,000  households. 

Cost:  $50-$200. 


—Kiri  Blakeley 
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group  Masada,  which  has  created  hundreds  of  compositior 
based  on  the  theme  of  Jewish  identity. 

His  more  recent  work  has  brought  him  to  more  tradition^ 
musical  language.  One  of  the  best  examples  of  this  is  The  Strit 
Quartets,  released  last  year  on  his  own  label,  Tzadik.  He's  will 
ing  to  bathe  in  the  great  streams  of  music  from  jazz  to  rock  tl 
the  classics,  and  he  is  equally  at  home  in  all  of  them.  You  can] 
get  more  American  than  that. 


SUGAR  GLIDER 

(marsupial  flying 
squirrel) 
The  good  stuff: 
Friendly,  intelligent, 
portable. 

The  bad  stuff:  Ten- 
dency to  drown  in 
toilets;  require  two 
hours  of  play  with 
owner  every  evening 
or  they  die  of  loneli- 
ness; confuse  people 
with  trees  and  sink 
claws  into  flesh  to  at- 
tach themselves. 
Keep  in  mind:  When  threatened  make  a  loud  nois 
like  an  electric  pencil  sharpener. 
Estimated  number:  5,000-8,000  households 
Cost:  $l00-$300. 


The  good  stuff:  Incredibly  soft;  most  people  who  are 
allergic  to  cats  or  dogs  are  not  allergic  to  them;  less 

T  smelly  than  ferrets. 

The  bad  stuff:  Like  moles,  chinchillas  hate  loud 
noises  and  bright  lights,  are  susceptible  to  heat 
stroke,  need  regular  dust  baths. 
Keep  in  mind:  Overdoses  of  raisins  can  kill. 
Estimated  number:  80,000  households. 
Cost:  $50-$l50. 

LLAMA 

The  good  stuff:  Sociable,  clean,  quiet,  eat  cheap  (alfalfa 
or  hay  preferred),  happy  to  stay  outside  year-round. 
The  bad  stuff:  Need  lots  of  room  to  roam;  won't  let  you 

touch  them  unless  you  train  them  carefully;  need  other 

llamas  to  play  with  or  they  pout. 

Keep  in  mind:  Annual  spring  shearing. 

Estimated  number  kept  in  small  herds  as  pets:  17,000. 

Cost:  $I00-$I0,000. 

2000 


IGUANA      I 

The  good  stuff:  Friendly  if  socialized,  quiet,  soli- 
tary, weird  tongue. 

The  bad  stuff:  Males  can  grow  up  to  6  feet  and 
weigh  up  to  20  pounds;  commonly  carry 
salmonella. 

Keep  in  mind:  Will  "sneeze"  out  excess  salts  in 
the  body;  males  in  a  glass  cage  tend  to  attack 
their  own  reflection. 
Estimated  number:  705,000  households. 
Cost  $l5-$30  plus  about  $l50-$200  in  startup 
equipment. 


nd  Fbrbes  ASAP:  Big 


Mt^^LJliinn^iniTnm^tYtm^Q^i^^mMinriWWJtf^ 


t  Conroy,  Martha  Stewart,  Jay  ChjakJVIichael  IVIoritz,  arfid  ovei 
other  modern  greats  reveal  "What  is  True  in  this  Digital  Age" 


Space  Closes  8/14.  On  Sale  9/8.  


Jh  year,  the  Big  Issue  features  legendary  contributors  writing  about  the 
it  important  topics  of  our  time.  High-tech  visionaries,  Nobel  Laureates 

Pulitzer  Prize  winners  together  in  one  amazing  issue.  No  wonder  last 
r's  Big  Issue  was  read  by  over  4  million  tech-savvy  decision  makers 

named  a  Finalist  for  a  2000  National  Magazine  Award. 


Forbes 


[  defining  the  digital  age  ] 


ADVERTISE:  CONTACT  CAT  LUKAS  AT  (650)  558-4842  /  CLUKAS@FORBES.COM  OR  VISIT  WWW.FORBESMEDIA.COM 
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Financial  Services 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Surrey  brings  you 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  In  Common  Stocks 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55 

Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS:  Wall  Street 

Words,  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 

price.  $12.00).  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts  You  also  get  explanations  and  Ideas  from  Industry 

professionals  on  50  special  topics,  including  tax  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL  TOLL-FREE   1-800-535-9651 

BONUS  CODE    S16NFWD07     American  Express.  MasterCard.  Visa  or  Discover 

24  hours  a  oay.  7  days  a  week  II  you  are  not  completely  satisfied  return  all  materials 

in  good  condition  within  30  days  from  the  start  of  your  trial  subscription  for  a  full 

refund  of  your  fee  Allow  4  weeks  for  delivery  Foreign  rales  upon  request 

.  Order  Online  at  www.valueline.com/ads/f5dnf 


The  Value  Line  Investment  Survey*. 

PO  Box  3988.New  York  NY 
10008-3988 


Financial  Services      ^Business  Opportunities 


Take  Your 
Company  Public 

Call:  1-800-827-8388 
or 

I  http://gopublic.cmacs.com 


Worldbid.com  is  seeking      \ 
business  partners  worldwide  to 
develop  Worldbid. corn's  vertical 
and  regional  trade  portals. 

View  details  at: 
www.worldbidpartners.com 

#Worldbid.com 


Legal  Services 


Asset  Protection 


(  nr|>orations,  Ltd.  Partnenhlns,  I  I  Cl 
Offshore  fonts, <  Dtps,,  Private  Banking 

•  K'sl  Jurisdictions  •  Maximum  I 
•Tax  Saving  •  Estate  Manning 

Professional  •  Confidential 


Steven  Sears.  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


Buy  Foreclosed  Property. 

Use  OUR  Money  Split  Big  Profits. 

Complete  Training.  Call  for  Free 

Information  Package 

800-995-0049  Ext.  7675 


REDUCE  or  ELIMINATE 

Capital  Gams  -  Ordinary  Income 

Int'l  law  firm  with  26  years 

experience  in  domestic  and 

international  tax  planning. 

McKenzie-Finch  S.A. 

(800)774-9797    (801)304-5800 


Legally  &  Ethically 


Own YOUR  Own 

OFFSHORE  BANK 

FREE  Report 

800-733-2191 


Hl'SIM  SSI  s 
AVAILABLE 
rLocalty-Naoonally«Man)  Ret 

f 
1 

sjnlernational  Business  \ssociate\ 


Business  Opportunities 


e-mcorporate.com 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

8QO. 423. 2993 


NEVADA  &  OFFSHORE 

CORPORATIONS 


♦Asset  Protection.  Privacy.  Tax  Free 

♦  Licensed  Offices:  Las  Vegas-Nassau 

♦  Credit  Cards.  Bearer  Shares.  Banking 


ORDER  BY  PHONE  FREE  INFO 

1-800-997-2550 

www.ncvadacorp.onevegas.cor 


OPPORTUNITY  KNOCKS 

Once  in  a  while  an  opportunitj  conic 
along  ili.ii  «ill  never  repeal  itself.  Gel 
in  on  the  ground  floor  Extreme!)  high 
income.  Training,  loads,  secured  ae- 
counts  to  c.ill  on.  Opportunity  of  a  Life- 
time. Let's  talk,  ilin  Reo,  I 
Arras  Going  Fust. 
1-800-675-6144 


MAKE  BIG  $  $  $ 

HM/IM(  OtACKSIHWINDSHIfLDS 


U00-S26-&522 

Usa/Canada 


www.glassmechanix.com 


INCORPORATE  IN  DELAWARE 


Sfi.uhh  hi  aflng  up  Mo— t  Cupowjore.  6— id,  t&om. 
Boo*  t  Shtl  Corporators  C  d  a  wrk  h  out  ffff  UV 


n»§  privwt  C 


35nSJ«mdilM.*l(M8»Wii«gion,K  US*  I9SI0 

30N77WOO  •  800-32Kutf  •  FAX  30W77-W1 1 

l-adl  capOtMnaam  •  hknt  hnp://chkag  com 


MAKE  MONEY  AS  A 

BUSINESS  FINANCE 

CONSULTANT 


Arrange  Business  Loans  and  Equipment 
Leases  from  $1,000  to  $10  million.  No  co- 
brokenng  Work  directly  with  National 
Lenders  Unlimited  earnings  potential  and 
residual  income 
FREE  45  minute 
video  •eminaT  and 
information  packet 

CALL  1-800-336-3933 

L.   The  Loan  Consultants.  Inc.  ^ 
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For  information  am     ites  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  \  i     a  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 
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Supplements 


\mmm 


Safe  steroid  replacement 
with  absolutely  no  side  effects! 

No  prescription  needed  Anything 
stronger  would  be  illegal' 
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3C  TRIPLE  XXX 
Anabolic  Compound 

Increases  Testosterone  levels  to 
337%!  Testosterone  is  the  most  pow- 
erful anabolic  muscle  producing  hor- 
mone found  in  the  body  Triple  XXX 
contains  the  newest  anabolic  on  the 
market,  5mg  Dihydroxyflovone,  5mg 
Boron,  500mg  Tnbulus  Terrestns  and 
50mg  Androstenedione  IT  HELPED 
THE  GREAT  HOMERUN  RECORD! 
100%  GUARANTEED  RESULTS! 


_ Cine  Baffle,  90  Tablets  129  96  ♦  13  00  S4H 
Jtai  Mta 

ItMoat  ftt  M  FREE)  159  90 1 13.00  S4H 
_rREE  underground  Newtletter  with  order 
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State.  Zip 
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ow  many  telephones  are  in  use  in  the  U.S.?  The  figures  are  amazing.  The  Bell  System 
has  just  installed  its  30-millionth  telephone — in  the  home  of  Harold  Bragg,  a  26- 
JLW*.  JmL- year-old  war  veteran.  Including  the  6.5  million  telephones  served  by  independently 
owned  companies,  this  brings  the  total  to  36.5  million  interconnected  phones — one  for  every  four  per- 
sons, as  compared  with  about  one  for  every  90  persons  in  the  rest  of  the  world.  The  number  of  Bell 
System  telephone  conversations  completed  reaches  125  million  every  day.        — B.C.  FORBES  (1948) 


The  secret  of  a  happy  marriage 
remains  a  secret. 

— HENNY  YOUNGMAN 


My  mother  buried  three  husbands,  and 
two  of  them  were  just  napping. 

—RITA  RUDNER 


( rood  Amei  u  uns,  when  they  die,  go  to 
Pans. 

—THOMAS  APPLETON 


Ah,  summer,  what  power  you  have  to 
make  us  suffer  and  like  it. 

—HI  ssi  |  i  BAKER 


When  <me  realizes  that  life  is  worthless, 
One  either  commits  suicide  or  travels. 

I  DWARD  I 'All  I  BERG 


The  literary  era  has  come  to  an  end.  I  he 
evident  e  is  the  culture,  the  evidence  is 
the  society,  the  evidence  is  the  screen,  the 
■ii  from  the  movie  u  reeii  to  the 

television  screen  to  the  computet 

— PHII  IP  ROTH 


What  the  American  public  always  wants 
is  a  tragedy  with  a  happy  ending. 
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A  desert  is  a  place  without  c.xpcc  tation. 
-NADINF.  GORDIMl  K 


To  say  nothing  is  out  here  is  incorrect; 
to  say  the  desert  is  stingy  with  every- 
thing except  sp,n  e  and  light,  stone  and 
earth,  is  closer  to  the  truth. 

—WILLIAM  LEAST  HI  A I  MOON 


Art  has  to  move  you  anil  design  does 
not,  unless  it's  a  good  design  lot  a  has. 
—  DAVID  I  KM  KNEY 


She  gave  me  a  smile  I  could  feel  m  my 

hip  pocket. 
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A  bottle  oj  wine  begs  to  he  sinned;  I 
have  never  met  a  miserly  wnu-  lovci 

—CI  II  ION  IADIMAN 


The  more  specific  the  name,  the 
the  wine. 

—FRANK  SCHOONMJ 


Good  shot,  bad  luck  and  hell  are  I 
five  basic  words  to  be  used  in  a  gar 
tennis,  though  these,  of  course,  can  i 
slightly  amplified. 

— VIRGINIA  G 


New  Yorkers  love  it  when  you  spill] 
guts  out  there.  Spill  your  guts  at  W'iti 
bledon  and  they  make  you  stop  and\ 
clean  it  up. 

—JIMMY  CONN 


The  smaller  the  ball  used  in  the  spc 
the  better  the  book. 

—GEORGE  PLIMP 
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who  could  have  predicted  how  the  internet  has  reshaped  business  in  the  last  six  months? 
or  what  will  happen  in  the  next  six  days?  the  way  to  win  in  the  surge  economy  is  to 
stay  open  to  change,  one  server  platform  gives  you  the  flexibility  you  need  to  stay  agile. 
ir\tel- based  servers  keep  you  open  to  more  leading  software  and  hardware 
vendors  than  other  platforms,  that's  why  75%  of  all  deployed  internet  servers  are 
based  on  intel's  open  architecture!  and  no  one  wants  to  be  stuck  with  an  inflexible, 
proprietary  server  as  change  accelerates,  because  in  the  surge  economy,  one-way 
thinking  can  lead  to  a  dead  end.   (solutions  for  the  surge  economy  -»  Intel. com/go/ebizj 
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If  you  want  to  succeed,  you  need  a  proven  expert  behind  you.  It's  true  in 
politics  and  it's  true  in  business.  That" s  why  industry  giants  ike  Dana  Corporation, 
Motorola  and  Visa  have  chosen  Ariba  for  their  B2B  solutions.  And  why  more 
companies  use  the  Ariba  B2B  Cornrnerce  Platform'  to  power  their  eMarketplaces 
and  eProcurement  systems  than  any  other  offering.  Looking  for  some  B2B 
advice?  Give  us  a  call  at  800-535-3471  or  visit  us  at  www.ariba.com/partner. 
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asset  management  products  and  services  to 
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the  benefits  of  global  strength  and  innovation 
everywhere  your  money  matters.  ING,  clearing 
the  way  to  your  financial  future.  Big  time. 
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Award  winning  Internet  security  solutions. 
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Information  Systems  Security  Association.  Inc. 

Th«  VoiM  of  lb*  Information  Security  Prof*»*ionnl 


Ernst  &  Young  has  been 

honored  by  the  Information 

Systems  Security  Association 

as  Outstanding  Information 

Security  Organization  of 

the  Year.  And  while  this  is 

nice,  the  fact  that  our  eRisk 

Solutions  have  been  so 

successful  for  our  clients  is 

what  makes  us  really  proud. 
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is  now  helping  companies  stop — 
and  even  apprehend — the  bad  guys. 

Phoney  Baloney  Voice  portals  such  as 
Tellme.  Be  Vocal  and  Quack  let  anv- 
one  with  a  phone  go  to  the  Web  toll- 
free  for  information  like  traffic  and 
stock  quotes.  But  is  there  enough  of 
a  market  for  such  services? 

Online  Peddler  Steedman  Bass  liked  the 
Strida  bicycle  so  much  that  he 
started  a  distributorship  to  sell  the 
uniquelv  designed  $400  to  I 
bike.  Now  he's  using  the  Web  to 
sell  more  of  these 

Rethinking  Retirement 

MOO  raise  annual  contr 
limits  to  401  (k    and    - 

Forbes.com  takes  a  fresh  1. 
asset-allocation  strategies. 


Online  Columnists 


Freeman 


Leitres 


Solan 


TGChnOrOlitiCS  Our  man  in  Washington.  James  Freeman,  reports  fro 
the  Republican  National  Convention  in  Philadelphia  on  technology 
issues  in  the  2000  presidential  election. 

NOT  UBfltS  Even  if  Napster  ultimately  loses  in  court,  Adam  Leitzes  and 
Joshua  Solan  say  the  outcome  won't  bring  an  end  to  file-sharing  over 
the  Web  because  the  practice  is  so  widespread.  Our  experts  look  at 
other  sites  where  media  freeloaders  can  get  their  download  fixes. 

Backseat  Driver  Is  it  time  to  break  up  DaimlerChrysler?  Veteran 
automotive  industry  columnist  Jerry  Flint  says  the  merger  isn't  workia 
for  investors,  auto  sales  or  Chrysler  employees. 


The  IPO  market  is  showing  renewed  signs  of  life.  Fim 
hAfnPC  The  clata  vou"  neec'  on  upcoming  new  issues,  including 


i  ■com 


analysts  of  each  pending  deal,  business  descriptions, 
fundamentals  and  underwriters  at  the  Fbrbes.com  home  p 


Find  Outlf  It's  a  Dog. 

The^Je^Forbes.com 

Mutual  Fund  Center 
1 

See  our  updated  Mutual  Fund  center, 
www.forbes.com/funds.  for  the  online  ver- 
sion of  FORBES  magazine's  annual  fund 
survey,  with  detailed  data  on  thousands 
of  funds— including  reviews  from 
forbes.com  s  Best  of  the  Web.  And  visit  our 
fund  chat  rooms  and  meet  other  investors. 


Go  to  the  boards.  Through  a  p« 
with  Raging  Bull,  Forbes.com  readers  | 
access  10.000  stock  message  boards  j 
postings  on  thousands  of  stocks, 
soon:  boards  for  the  Streetwalker  i 
umn— both  the  print  and  biweekly 
versions— and  FORBES'  columnists 
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THE  ENTIRE  INTERNET  FITS 


THE  PALM  OF  YOUR  HAND. 


QUALCOMM's  next  generation  of  CDMA  chipsets  and  system  software  is  truly 
the  future  of  wireless  communications.  By  providing  the  bandwidth  necessary 
to  deliver  the  full  power  of  the  Internet,  our  new  CDMA  chips  transform  your  mobile 
phone  into  a  Web  browser  you  can  carry  wherever  you  go.  In  addition,  QUALCOMM 
CDMA  chips  deliver  superior  call  quality,  higher  connect  rates,  and  longer  talk  and 
standby  times. 

The  QUALCOMM  name  will  always  guarantee  the  integration  of  the  most  advanced 
features  available.  As  manufacturers  produce  increasingly  innovative  products. 
QUALCOMM  CDMA  chips,  backed  by  our  superior  support  tools,  customer  service, 
and  dedication  to  partnership,  will  play  a  critical  role. 

Look  to  the  future.    Look  to  QUALCOMM. 


alcomm.com/cdi.natechpu 

LCOMM 


QUALCOAAAA 

■    CDMA  Technologies 


Enabling  the  future  of  communications. 
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Travel  hasn't 
lost  its  magic 


Master 
Geographic 

With  its 
ingenious 
system  tor 
displaying 
multiple  v 
time  zones, 
the  Master 
Geographic  is  in  a  world 
of  its  own.  Just  select 
a  city,  and  the  time 
on  the  subdial  adjusts 
immediately.  The 
complicated  automatic 
movement,  created 
entirely  by  our  own 
watchmakers,  reflects 
our  passion  for 
innovation.  It's  travel 
at  its  most  magical. 


ouRnenu 

I    •  PAIM  BEACH  •  BAL  HARBOUR  •  SOUTH  COAST  PtAZA  •  HOUSTON 
SINCE  1900 

SHOP  AT  HOME:  1-800-348-3332 
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Sell  MORE  stuff 

with  LESS  work? 


this  possibly  be  good 

for^America? 


Announcing  a  serious  blow  to  the  Puritan  work  ethic.  It's  called  FairMarket:SM  a  powerful 
suite  of  no-sweat  selling  tools  to  supercharge  your  Web  site.  FairMarket  delivers  auctions, 
automatic  price  markdowns  and  other  e-commerce  functions — on  your  site,  with  your 
brand,  effortlessly  and  quickly.  We  handle  security,  customer  support,  the  works.  And, 
with  the  exclusive  FairMarket  Network,'"  your  goods  sell  not  only  on  your  site,  but  on 
MSN,  Lycos,  Excite®  and  other  primo  Web  addresses.  Kick  back  with  a  copy  of  our 
white  paper,  at  fairmarket.com.  Or  call  800-531-0529. 

How   the   e-world    sells    more   stuff.5" 
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Kodak  In  The  Digital  Age  Remember  the  paperless  i 
fice?  It  hasn't  happened  yet;  instead,  computers  enable  us 
crank  out  more  printed  pages  than  ever  before.  I  think  abo 
this  whenever  I  hear  that  Kodak  is  doomed  as  photograp 
goes  electronic.  Here's  an  ac- 
count from  Bruce  Upbin,  au- 
thor of  the  story  on  page 
106,  about  this  ancient  behe- 
moth. "After  I  bought  a  digi- 
tal camera — a  Leica  Digilux 
Zoom — I  was  wowing 
friends  and  family  with  in- 
stant pictures  viewable  on 
the  LCD  screen  in  the  back, 
zooming  and  cropping  on 
the  computer,  e-mailed  pho- 
tos of  my  3-month-old.  But 
then  the  strangest  thing  hap- 
pened. Instead  of  never 
needing  to  buy  film  again,  I 
started  taking  more  pictures 
than  I  ever  had  with  my  old 
35mm  point-and-shoot,  and 
even  started  buying  dispos- 
ables for  the  beach.  Who 
takes  a  $500  camera  onto  the 
sand?"  As  Upbin  keeps  the 
film  and  photo-paper  facto- 
ries humming,  Kodak  accu- 
mulates the  cash  that  fi- 
nances an  ever  deeper 
penetration  of  the  digital 
photography  market.  There's 
a  good  chance  his  next  digi- 
tal camera  will  carry  the 
Kodak  brand. 


Kodak  on  the  beach,  then  and  n 


Fidelity's  SiZZle  The  old  Fidelity  Investments,  perso 
fied  by  Peter  Lynch,  sold  performance.  The  new  Fidelity  s< 
efficiency  and  convenience.  Which  kind  of  fund  company 
you  want?  Jack  Egan  asks  the  question  in  "Has  Fidelity  L 
Its  Sizzle?"  the  lead  article  in  our  45th  annual  fund  sun 
The  fund  review,  edited  by  Senior  Editor  Larry  Light,  of) 
rich  detail  on  both  performance  and  efficiency  for  1,( 
funds,  in  55  pages  starting  on  page  185.  You  can  see  I 
unique  FORBES  perspective  on  thousands  of  other  fundi 
www.forbes.com/funds. 
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re    Because  unlimited  bandwidth  will  mean  unlimited 
;w's  networks  to  benefit  from  this.  Because  now  there's  a  n1 
■ie  bandwidth  that  makes  the  transmission  of  mission- 
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4  ons  and  information  at  the  speed  of  light  an  everyday  reality,  the  Qwest  Network  delivers  today  what  other 

1  i  will  only  do  tomorrow.  To  find  out  how  you  can  revolutionize  the  way  you  do  business,  visit  qwest.com  or 

0  RIDE  QWEST  (1  800  743  3793)  for  more  on  the  Qwest  Network  and  how  it  can  change  everything,  today. 
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A  Chancy  Bet? 

I  was  disappointed  that  "High 
Stakes"  (July  3,  p.  74)  was  so  unbal- 
anced. While  discussing  Interna- 
tional Game  Technology's  initiatives 
for  slot  machines  in  California  and 
that  one  casino  will  not  buy  the 
company's  slot  machines,  you  ne- 
glected to  mention  IGT  continues  to 
deliver  for  its  shareholders  as  evi- 
denced by  a  multiyear  reduction  of 
outstanding  shares  by  almost  one- 
half.  You  also  didn't  mention  the  ex- 
traordinary cash  flow  generation 
that  the  company  provides  and  the 
application  of  that  cash  flow  to  con- 
tinue buybacks.  Finally,  IGT  made  a 
strategic  acquisition  of  Indian  gam- 
ing company  Sodak,  which  has  sig- 
nificant relationships  with  the  tribal 
community. 

Since  you  compared  IGT  to  Mi- 
crosoft, IGT  should  be  honored,  and  I 
will  always  be  pleased  to  purchase  a 
stock  with  leading  software  capability 
at  an  earnings  multiple  one-third  of 
Microsoft's. 

BRUCE  S.  SHERMAN 

Chief  Executive  Officer 

Private  Capital  Management 

Naples,  Flo. 

Exotic  Animal  Alert 

Hey  FORBES,  stick  with  what  you 
know!  In  "Forget  Fido"  (Aug.  7, 
p.  152>  you  espouse  the  attributes 
of  exotic  faniilv  pets.  I've  spent  the 
last  ten  years  as  a  volunteer  at  my 
local  /oo  trving  to  convince  the  pub- 
lic to  stick  to  domesticated  animals. 
Why?  Because  the  vast  majority  of 
owners  don't  have  a  clue  as  to  how  to 
properly  care  for  an  exotic  species. 
Often  these  owners  become  disen- 
chanted w  ith  the  animal  shortly  after 
obtaining  it.  As  far  as  pets  being 
"fashion  statements,"  that  in  itself  is 
vet  another  example  of  human  ego- 
centrici:  5  -:ick  to  finance  and 
lea\e  the  animal  advice  for  the 
experts. 

NTHIA  TOWER 
Seattle.  Wash. 


Business  Unusual 

I  just  read  "No  Ordinary  Joe" 
(Aug.  7,  p.  82).  I  own  a  small 
business,  and  about  a  year  ago 
signed  up  for  one  of  Qwest's 
business  plans.  What  a  mess! 
Some  of  my  business  phone  lines 
were  brought  on  board  and 
some  weren't. 

Then,  to  add  insult  to  injury, 
the  one  main  line  that  never 
made  it  on  was  billed  by  Bell- 
South. This  meant  it  was  neces- 
sary for  me  to  fax  a  copy  of  those 
bills  to  Qwest  for  them  to  credit 
me  through  BellSouth,  which 
took  60-plus  days.  This  Qwest- 
created  situation  also  required  a 
call  to  BellSouth  every  month  to 
let  them  know  why  they  weren't 
receiving  full  payment. 

Instead  of  Nacchio  attempt- 
ing to  become  "king  of  the 
world,"  he  should  be  looking  to 
clean  up  his  own  house.  Re- 
member, Joe:  "Those  who  live  in 
glass  houses  shouldn't." 

DON  MAUER 
Raleigh,  S.C 


Spending  Spree 

The  bad  news,  according  to  FORI 
( "Higher  Ed  at  Lower  Cost,"  July 
p.  112),  is  that  the  U.S.  higher  edu 
tion  system  consumes  2.6%  of  G 
more  than  twice  the  proportion  in 
dustrialized  competitors  like 
and  Japan.  Bad  news?  It's  great 
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POWERSTREET.  NOW  AT 
THE  INTERSECTION  OF 

PHONE  AND  WEB. 


1  POWERSTREET  6  FIDELITY.COM 
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Trade  on  the 

SPRINT    PCS 

WIRELESS    WE  a" 


NOW  POWERSTREETSM  LETS  YOU  TRADE  FROM  VIRTUALLY 
ANYWHERE  ON  THE  SPRINT  PCS  NETWORK. 

With  our  InstantBroker?w  technology  and  the  Sprint  PCS  Wireless  Webf  you  get  much 
more  than  just  quotes  on  the  phone.  You  can  place  trades,  check  balances,  receive  nev 
updates,  place  limit  orders...  practically  even-thing  you  can  do  by  computer.  (.And  stock  trades 
start  at  just  $14.95.)  For  more  information  on  trading  with  your  wireless  Internet-ready 
phone,  just  visit  Fidelity.com/goto/wireless. 
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www.flexjet.com 


SOUND  EXACTLY  THE  SAME 
OVER  A  SPEAKERPHONE 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  A  Learjet®  or  Challenger® 
business  jet  from  Flexjet  enables  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  business  forward.  We 
offer   the   most   complete   range   of  latest 
technology  aircraft  available  today.  So  while 
there  may  be  other  options  to  Flexjet,  there 
can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits 
of  fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail  call  1-800-FLEXJET. 


FLEXJET 

we  build  the  aircraft 
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OuickTake.com 


Like  20/20  hindsight 
upfront/online"" 


Confirm  your  gut  reaction 

.QUICKTAKE     IT! 
# 

Ask  a  few  hundred  people  if  they 
think  you're  on  the  right  track — from 
your  computer,  in  minutes,  via  the 
Internet — at  a  fraction  of  the  cost  of 
doing  it  the  old-fashioned  way. 

Select  your  precise  target  from 
people  all  across  the  Internet. 

Answers  tabulated  in  real  time — 
final  results  on  your  PC  in  just  hours. 
Need  answers  on  the  run?  Now  you 
can  view  results  on  your  Palm  VII 
anytime,  anywhere! 

Find  out  how  this  new  Internet 
tool  can  help  you  make  all  the 
right  moves. 

Get  online  at  www.quicktake.com- 
and  get  the  answer. 
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Let's  not  lower  investment  in  places 
worship  or  philanthropy,  either.  Ami 
ica  is  worth  it. 

MARTIN  MICHAELSO: 
Washington,  D.t 

Girl  Scout  Capitalism 

It's  interesting  how  each  generatio 
changes  ("Join  the  Girl  Touts,"  Aug. 
p.  58).  The  generation  that  grew  up  i 
the  1960s  and  1970s  wanted  to  chang 
the  world.  The  current  generation  wan 
to  own  it. 

JEREMY  E.  ALPERIN,  M.l 
Weslaco,  Tt 

Clean  Up  the  Dirt 

Maybe  I  missed  the  point  of  "The 
Gang"  (July  24,  p.  145),  but  what  I  di 
miss  is  very  sad.  Not  one  of  these  ric 
and  powerful  people  had  the  courage 
the  leadership  ability  to  say  what  mi 
parents  believe  about  the  Internet:  Un 
it  gets  cleaned  up  it  will  never  reach 
potential  all  of  them  anticipate.  Busini 
leaders  should  be  very  concerned  by 
electronic  garbage — pornography,  d^ 
rooms — that  exists  on  the  Internet 

Parents  certainly  are.  America  w 
built  on  values  and  so  should  the  Intt 
net  if  it  is  to  reach  the  full  potential 
12  talked  about. 

T.J.  GALV 
Watkinsville,  C 


Overseas  Accolade 

In  "Wasted  Opportunity"  (July  a 
p.  129)  FORBES  did  an  excellent  j< 
highlighting  the  need  for  U.S.  univen 
ties  to  recruit  foreign  students.  It's  i 
secret  that  most  young  companies  | 
the  high-tech  area  were  founded 
highly  skilled  international  stude* 
who  had  studied  at  top  U.S.  schools 
wound  up  staying  here.  American  in 
versities  have  been  the  stepping-std 
for  these  entrepreneurs  and  should* 
main  so  if  the  country  is  to  maintain] 
huge  lead  in  the  new  economy. 

SAM  K.  KASSEGNE,  P« 

Founder,  EdulixJl 

Carlsbad,  C§ 
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Send  e-mail  to  readers@forbes-0 
Letters  will  be  edited.  Please  ind 
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Profit-oriented  Management 
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lake  health  care,  for  example  re  looking  for  a  way  to  offer  employees  and  retirees  qualits  health  eare  at  an  afford! 

One  person  cares  more  about  cost— another,  quality.  And  for  someone  else,  it  could  be  a  preferred  doctor.  Enter  Sagel 
alternative  that  can  take  on  sour  md  provide  your  employees  and  retirees  access  to  a  broad  arras   of  hea 
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on  how  to  use  their  -nd  a  library  of  interactive  health  and  medical  educational 

from  Mayo  Clinic.  If  your  is  looking  for  a  cost-effective  way  to  deliver  health  care  to 

•  and  retirees  isn'l  '-<>'  Contact  us  at  1-877-465-7000  or  visit  w-ww.sageo.com. 
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Field  Goal 
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^.-former  ,1        15  1999    Now/ 
plans  in  dSsarrav.  Toberman,  44,  just  filed  a  start* 
lawsuit  in  Los  Angeles:  Seeking  financing,  he  felln 
phony  backgrounds  and  resumes,  lost  5500,0 
=  :■:--. ;  -5e scam  arc  neg  tiatedun    htingh/wima 
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Effective  Mechanism  for  Whom 


►  In  fivers  and  on  its  Web  she  the  National  Associatu  ji 
Securities  Dealers  states  that  settlements  under  its  maif 
tory  stun  Mies  arbitration  program  of  $10,000  or  rr« 
:  to  the  public.  Not  true.  As  a  conditu  j 
settling,  many  errant  stockbrokers  insist  that  tfl 
wrongful  acts  be  removed  from  their  regulatory  reoiJ 
and,  say  opposing  lawyers,  they  often  are.  The  N  D, 
which  avoids  drawing  attention  to  the  possibility  om 
pungement.  proudlv  calls  its  are  program 

e  mechanis"  — \\  8 

Extremely  Slim  Pickings 

►  A-  -  :g  investors  bailed  out  of  troubled  e-music 
:af_er  CONow.  celebrate.  m  bottom-fisher  Cartas ! 

- :  :  million  over  the  JJ      stake.  BuO 

month  German  multimedia  giant  Bertefaaum  grabbed  < 

1  million,  valuing  billionaire  Slims  holding  at  $9 1 
fion — aquK-  .at.  — Leigh  < 

Using  Energy  to  Call  Stockbrokers 

►  ■•  ■    ;  selling  ~  -ate  insiders  bothers  vou, , 
Enron.  Tu             says  First  Call  Thomson  Financial,  two  dd 
biggies  have  sold  an  eve-popping  $525  million  of  the 
ton  highfiier.  wfu             -  has  neartv  doubled  as  it  moves 
vond  energv  to  telecommunications.  The  leader  Energy  I 

-  Lou  L  Pai.  who  unloaded  S22 1  rnilhon.  Cha 
>— wtti  Lay  v   d  $7    million  worth.  President  letfrev  Sk 
collected  a  more  modest  So  rnilhon.  — Lynn 
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Trashed 

EARLIER  THE 

high  -stakes  reinsurance  same  in  which 
underpriced  workers"  compensation 
policies  were  passed  among  insurers 
like  hot  potatoes.  We  warned  of  huge 


writeoffs.  Sure  enoug  -  nsurance 

broki  nnounced  a  sizable  write- 

off and  rival  E.W.  Blanch  may  soon, 
too.  Each  has  lost  more  than  a  quarter 
of  its  market  value.  In  California,  where 
the  ""pass  the  trash"  scheme  started  two 
years  ago,  regular  i  one  insurer 

and  ratings  for  a  half-dozen  other- 
ored  c  compan 
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based  Paula  Financial,  is  in  te^ 
default  on  a  bank  loan. 

One  much-publicized  los 
Reliance  Group, 
pany  is  trying  to  sell  assets  to : 
ther  cuts  to  its  ratings,  but 
vestor  Leucadia  National  just 
buying  it  Worse,  brokers  have  i 
promoting  some  of  its  policies. 

The  industry's  total  writ 
workers   comp  me 
counting  — Bernard  I 
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Stayirr  Alive 

WE  WARNED  THAT  F 
ment  Chief  Strauss  Zelnick 
with  disaster  as  he  clashed  wit 
nd  Clive  Calder.  twoi 
rd  company's  biggest  idoli 
But  Zelnick  isn't  writing 
iust  vet.  He  replaced  the  muc 
but  aging  P  h  Antonk 

-.rista 
te  their  pro- 
Arista's  superstars,  including] 

na  and  Whitney  Houstc 
planning  to  leave  and  join 
new  label  venture.  Zelnick  also ; 
suit  he  filed  against  Cafc 
runs  20*«  BMG-owned  Zomba  1 
ing,  for  vanking  the  red-hot 
ivtromBMi 
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way  ahead 


CNN  is  way  ahead  of  its  competition. 
Ne-s,  real-time,  where  it  happens,  when  it  happens,  around  the  world,  around  the  clock.  CNN  set  new  standards 
for  ews  delivery  and  it  needed  new  technology  to  make  it  happen.  Informix  Software's  Media360™  is  the 
on'  web-based  software  solution  providing  CNN's  Atlanta  newsrooms  real-time  access  to  its  on-air  library  of 
ra\  and  edited  audio-visual  material.  Media360  gives  over  300  writers,  producers  and  editors  immediate 
^c  ss  to  all  of  the  day's  news  video,  audio  and  metadata  right  from  their  desktops,  facilitating  and  speeding 
thnurnaround  of  news  to  the  world  — keeping  CNN  way  ahead  of  its  competition. 


Inform/: 


informix.com  or  1-800-331-1763 

i        jrmu  Corporation  All  rights  reserved 
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itel  is  a  registered  trader 


intel 

online 

services 


in  web  hosting,  there's  no  such  thing  as  overkill,  the  tiniest  loophole  can, 
in  an  internet  instant,  become  a  floodgate,  that's  why  inter  online  services 
manages  your  e-business  with  the  kind  of  precision  that  intel  is  renowned  for. 
our  contingency  plans  are  tailor-engineered  to  prepare  you  for  even  the  most 
unexpected  events,  web  and  application  hosting  specialists  certified  in  over  35 
web  and  networking  standards  are  on  the  job  around  the  clock,  and  we  monitor 
the  entire,  end-to-end  web  path  from  you  to  your  customers  in  over 
40  countries  around  the  world,  because  in  the  surge  economy,  obsession 
is  the  price  of  admission,  to  take  the  first  step,  visit  us  online  or  call 
320-2662.  (web  hosting  for  the  surge  economy  -»  intelonlineservices.com/info) 
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Paint  the  Town  White 

Before  upending  society  to  battle  global 
warming,  why  not  try  something  easier, 
like  better  reflecting  the  suns  heat? 


continue  with  a  small  annual  dose  of  brightening  to  count 
act  the  new  damage  from  today's  fossil  fuel  burning.  This  i 
nual  obligation  would  be  on  the  order  of  a  few  percent  of  t 
one-time  cost. 

There  is  plenty-  of  space  to  install  this  cheap  and  passive  i 
surance  against  climatic  bracket  creep:  Even  at  a  rate  of  5,0 
square  miles  a  year,  it  would  take  centuries  to  exhaust  the  si 
plv  of  treeless  badlands.  Compared  to  the  draconian  ec 
nomics  of  global  carbon  taxation,  whitewashing  might  i 
something  of  a  bargain. 

The  greatest  benefits  would  arise  from  whitening  i 

brightening  dark  unvegetated  landscapes  in  sunny  climates 

providing  "snow"  that  would  not  disappear  from  roc 


RUSSELLSEITI 

nrrun  FOR  STRATEGIC  5 

Al  C-  ning  is  Fusing  foss 

Th.- 

the  _  ^  but     uplands  with  the  coming  of  summer.  The  bright  surface  n 

be  power  of  the  sun. '  greenho .  not  be  artificial — introducing  and  propagating  any  of  m 

ecies  of  bright-leafed  vegetation,  natural  or  genetically 
.      .  _    .■  _   leered,  can  have  the  same  effect. 

Or  we  could  lighten 
the  hundreds  of  thousands 
square  miles  of  roofs  a| 
roadways  that  already  ex 
rting  with  those  expa 
oi  asphalt  that  already  cc 
tribute  to  cities  being  warr 
than  the  countryside.  Tij 
nium  dioxide  is  the  best  ] 
ment   for  producing  til 
"White  House  Effect": 
during,  utterlv  nontoxic  I 
dirt   cheap — one   pennl 
worth  will  cover  a  square  fd 
nicety.  China  clay,  or  kaoll 
is  less  efficient  as  a  reflec 
but  an  order  of  magniti 
cheaper.  Applying  a  pal 
film  of  either  can  suffice | 
raise  the  reflectiveness 
st  natural  surfaces  frq 
5  \>  or  mc 
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u  understand  thepcwtr of  the  sum, 

can  comprehend  how  carbon  tiixation  nould  I 
d  enormit\-  and  itn  environmental  irrelc\  m 


at  a  mate      -  -    si  on  the  order  of  around  $250,000  per  sq 
mile.  s  annual  per  capita  share  of  such  a  global  sol 
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K«tya  s  mom  no  longer  worries  where  her  next  meal  is  coming  from. 

ks  in  part  to  the  Philip  Morris  family  of  companies,  Katya's  mom  knows  she  can  always  get  free 
d  from  the  food  pantry.  Over  the  past  decade,  Philip  Morris  has  given  over  $350  million  in  donations 
food  -  including  many  of  our  brands  like  Kraft  Macaroni  &  Cheese,  Post  Cereals,  and  Jell-0  - 
felp  feed  the  hungry.  For  the  whole  story,  visit  philipmorris.com.  Working  to  make  a  difference. 


THE  PHILIP  MORRIS  FAMILY  OF  COMPANIES 


PHILIP      c  - 

MORRIS    pBm?\ 

U.S.A.  C- 
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-  IN  A  THOUSANDTH  OF  A  SECOND,  ELECTRONIC  SEAT  SENSORS  AL 
THE  ACURA  3. 2TL  TO  DECIDE  WHETHER  OR  NOT  TO  DEPLOY  TH 
PASSENGER  SIDE  AIR  BAG.  In  that  same  blink  of  an  eye,  the  It  can  make  c 
decisions  about  the  front  air  bag  as  well.  The  duat-stage  front  passenger  air 


senses  the  severity  of  an  impact  and  instantly  determines  at  \ 
for  optimum  safety.  All  of  which  help  make  the  TL  a  remarl 
a  closer  look  at  the  Acura  TL,  sir'' 
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>eed  to  deploy 
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The   Acura   TL.   Starting  at 
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JlCT  AND  CO MMXHX 

By  teve  Forbes,  editor-in-chief 

all  thy  getting  get  understanding" 


CHENEY:  EXCELLENT  CHOICE 

PRINCIPLED,  ARTICULATE,  WELL-INFORMED.  KEY  ARCHITECT  OF  A  BRILLIANT 
victory  in  a  real  war,  not  a  Beltway  spin  war.  Judicious,  but  decisive. 
And  Cheney  recognizes  the  need  to  cut  taxes. 

UNCONSCIONABLE  DELAY 


[•HE  F<  'D  &  DRUG  ADMINISTRATION  FINALLY  APPROVED  THE 
ise  ol  igital  mammography  machines  for  detecting  breast 
ancei  About  time.  Back  in  the  early  1990s  a  panel  at  the 
Nation;  Cancer  Institute  concluded  that  digital  mammogra- 
phy wold  vastly  improve  breast  cancer  detection.  Such  de- 
rices  aj  already  in  use  in  Europe  and  Canada.  The  FDA  has 
lisgra.ailly  prolonged  and  complicated  the  approval  process, 
ihereL  endangering — and  losing— the  lives  of  countless 
ihousads  of  women.  Traditional  X-ray  film  too  often  does 
lot  dc;t  small,  early  cancers,  especially  in  breasts  with  dense 


tissue.  Digital  mammography  will  better  detect  these  tumors. 

There  are  other  advantages.  Digital  mammography  reduces 
women's  radiation  exposure.  It  eliminates  the  need  to  store  films 
with  patient  records;  now  images  can  be  stored  electronically. 

Incredibly,  the  FDA  is  still  dragging  its  feet:  It  won't  allow  ra- 
diologists to  read  digital  results  on  a  computer  screen.  Instead, 
physicians  and  diagnosticians  have  to  print  out  the  digital  im- 
ages on  X-ray-type  film  or  laser  paper.  Instead  of  easily  manip- 
ulating an  image  to  thoroughly  examine  the  breast's  interior,  ra- 
diologists will  have  to  print  out  more  hard  copies.  How  stupid 


OTHERS  AREN'T  WAITING 


HE  NEED  FOR  THE  U.S.  TO  MOVE  WITH  A  SENSE  OF  URGENCY 
nd  emergency  to  create  an  effective  missile  defense  system  is  un- 
erscored  by  Russia's  creation  of  a  new  missile  dubbed  the  Iskan- 
er-E.  Moscow  is  apparently  ready  to  sell  this  missile  to  Middle  East 
ations,  ominously  claiming  the  rocket  can  overcome  Israel's 
row  antimissile  system.  The  Iskander-E  has  the  ability  to  be  fitted 
ith  a  cluster-warhead,  which  can  spew  out  54  "bomblets."  These 
eed  not  be  nukes;  biological  and  chemical  weapons  can  wreak 
evastation  as  well.  Effective  antimissile  technology  is  within  our 
rasp  if  it's  not  constrained  by  the  restrictive  1972  ABM  Treaty, 
hose  restrictions  are  why  that  ballyhooed  test  in  July  was  a  flop. 


Russia  can  launch  trouble  with  its  new  missile. 


GETTING  GERMANY  MOVING  AGAIN 


AN  GRMANY  EVER  BE  AS  NIMBLE  INNOVATIVE,  EXPANSIVE  AS 
was  1  the  1950s  and  1960s?  Berlin  has  taken  its  first,  meaning- 
il  step  by  reducing  the  country's  opportunity-killing  tax  bur- 
en.  Imided  in  that  package  is  the  elimination  of  capital  gains 
;vies  o  the  sale  of  corporate  assets,  which  should  set  off  the  re- 
many's  sclerotic  corporate  structure  so  badly  needs. 

idisputably  positive  result  of  the  Internet  and  global- 
atioi  ill  be  the  liberation  of  the  German  consumer,  who 
as  be ;  hobbled  by  ridiculously  restrictive  shopping  hours. 

nan  retailers  must  shutter  their  stores  from  4  p.m. 
aturc ,'  afternoon  until  Monday  morning,  and  they  can't 
ay  op  later  than  8  p.m.  on  weekdays  (an  Improvement  over 

m.  curfew  of  a  few  years  ago;.  These  restrictions  are 


helping  to  feed  the  Teutonic  appetite  for  electronic  retailing. 

The  European  Union  has  decreed  that  next  year  Internet  re- 
tailers can  sell  across  borders,  based  on  the  rules  in  their  home 
country.  This  means  retailers  will  be  able  to  offer  German  cus- 
tomers Amazon.com-like  discounts  on  an  array  of  merchandise. 

Two  other  retailing  relics  may  finally  be  discarded  as  well. 
One  is  a  1933  prohibition  on  discounting,  the  other  is  a  1932 
ban  on  promotional  giveaways,  such  as  offering  two  bottles 
of  perfume  for  the  price  of  one.  That  1932  act  prevents 
Lands'  End,  for  instance,  from  advertising  unconditional 
product  guarantees!  Deleting  these  antitrade,  anticonsumer 
restrictions  will  probably  add  another  point  or  two  to  Ger- 
many's economic  growth  rates. 
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SPLIT  DECISION 


REPUBLICAN  PRESIDENT1AI  -^GE  W.  BUSH 

has  :  g-  needed  overhaul  of  the  beleaguered 

Immigration  &  Naturalization  Service.  The  Clinton/Gore 
Administration  has  mismanaged  this  vhich  is  why 

our  border  patrols  are  overwhelmed  and  why  there  are 
glan:  •  .  .sistencies  in  how  applicants  are  treated,  de- 
pending on  what  part  of  the  countrv  they  are  in.  The  D 

rung  in  paperwork.  Applications  can  sometimes  take 
years  to  be  handled,  which  encourages  disrespect  for  the  law 


and  seems  to  reward  illegal  immigration. 

Governor  Bush  wants  to  split  the  INS  into  two  sep 
agencies.  One  would  focus  on  enforcement  in  securin 
borders,  the  other  on  immigration.  These  are  two  di- 
functions.  Trying  to  meld  them  has  given  us  the  worst 
worlds.  Bush  would  also  mandate  that  immigration  api 
tions  be  processed  within  six  months  and  that  the  hush 
wives  and  children  of  permanent  residents  be  granted  v 

-  while  the  INS  handles  their  residency  application 


MAKE  IT  A  POINT  TO  VISIT  SOON 


the  National  D-Day  Museum,  which  officially  opened  lune  6 
in  New  Orleans,  the  home  of  Andrew  lackson  Higgins,  who 
there  conceived  of  and  manufactured  the  landing  craft  that 
made  modern  amphibious  Landings  feasible  on  a  major  scale. 
Words  car  moving  the  opening  cere- 

monies were,  particularly  the  testimonies  given  by  both  D- 
^articipants  and  those  who  were  involved  in  the  Pacific 
invasions.  Many  dignitaries  spoke  and,  remarkably  almost  all 
rose  to  the  occasion.  The  museum  efTectivelv  and  simply 
chronicles — through  photos,  videos   including  personal  ac- 


counts by  participants  >  and  displays  of  military  gea 
equipment — the  Second  World  War  in  Europe.  Next  \ 
will  expand  to  include  a  wing  on  the  war  in  the  Pacific 

Historian  Stephen  Ambrose  '  author  of  D-Day,  juti 
1944  and  Citizen  Soldiers  I,  who  envisioned  and  workei 
lessly  to  create  this  museum,  was  praised  lavishly  at  the  I 
ing  events.  He  deserved  it  all — and  then  some.  The  musemis 
a  magnificent,  living  memorial  to  what  Tom  Brokau  i  I 
described  as  America's  greatest  generation,  which  wo  I 
only  this  civilization -saving  war  but  also,  ultimately,  the  j  I 


GLORIOUS  TRIUMPH 


The  Battle  of  New  Orieaaw— bv  Robert  V.  Remini    Viking, 

;    Superbly  written,  fast-paced  account  of  one  of  Ai  ner- 

most  significant  but  htde-remembered  militarv  victories, 

.^ew  Jackson's  stunning,  ofwrwhelming  defeat  of 

the  vastly  superior  British  force  that  had  humbled 

Napoleon  firmly  secured  America's  independence. 

The  War  of  1812  formaRv  ended  with  the  Treatv  of 

Ghent.  Dec.  I  -     -   -  but  no  one  in  America  knew 

because  of  slow  communications.  If  the  British  had 

succeeded  in  taking  New  Orleans  in  lanuarv  IS  1 5, 

thev  certainly  would  have  kept  it.  thereby  "detaching 

the  Mississippi  Valley  from  the  Union."  The  end  re- 

suh  would  have  been  a  weak  and  truncatec 


an  extraordinarv  mix  of  populations.  Jackson's  forces  ware 
surabtv  aided  when  he  cut  a  deal  with  the  areas  powerful,  a  I 
the-law  pirates.  His  armv  consisted  of  Indians,  Black  hv  I 
Frenchmen  thirsting  to  humiliate  the  British,  and  a- 
nessee  farmers,  who  were  sharpshooters  nonparei 
Excerpt  The  :  rmch  Creoles  as  a  doss  particular  n 

aid  graspin 
lacking  in  proper  manners.  Wealthy  male  C/'fc 
uU  never  appear  in  public  without  tie,  gloves.** 
hat.  1  er  chenrd  tobacco  or  spat  it  out  as 

•• 

For  their  part  the  i  ed  America)  t 

;an,  reveling 

Renmwondafuiyde5cri>estheott-eve^^  'teboud,  thegamingbt 

New  Orleans  and  of  Jackson's  forces.  The  city  provided  a  sett  ses,  most  of  the  C  4 

ofwhkhonh  Ffolywoodcouki  dream— lai^  tmerwbii  Bona*  J  hated  England  with  a  passio 
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RESTAURANTS:       ),  HER,  STOP 

-"  -""•'-'-  >       \  -.;-.;  '  ■•:  .:-.;.••■.••  t  v  ">K  :>•  >  eatery  experts  .".■••:  \ 
•  hitfii    Waloo-r  Astoria,  1 1 1  East  -P*h  St.  TeL 
An  tsbnd  ofujuuugtyoneringejquisile  Japanese  food  and  im- 
Se  service.  Has  the  reputation  :tempura 

■  the  ctv  re:  Ac  naVi  asBBBa  .l-.c  oaaa  dnha  are  aba  laps 

Acaca-: 
French  brasserie  is  quite  respectable — ver- 
withpesto  and  herb  crouton:  and  other  dassi.  s  iuranl  IS  tn<.  smartest  place  to 

•     :         -  •  -     .      •„.   .      v    .  >    vistas  and  pizzas. 

40     f  O  K  B  E  s  ■Japain  ;vwc 


Patrick  Cori. 

\  n.  The  proprietors  should  examine  the  pe 
-  .irefullv. 
•  Deft*  Fiwfcu    131  Fast  54th  St.  vTel.:  752-01 1 1 ).  FirM  | 
xialh  ^\vl  are  the  N  lame  lobster  salad  an 
I  lawaiian  tuna. 
*.  0r»-  est  46th  S  UJ9-7212  .  This  deli 
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So,    HOW  DO  YOU  FEEL  ABOUT 
YOUR  FINANCIAL  PLANS? 


A. 


B. 


Wi 


E   FEEL  PRETTY  GOOD  ABOUT  OURS. 


For  over  80  years,  TIAA-CREF  has  been  the  retirement  system  of  choice 
for  millions  of  educators  and  researchers.  Now,  our  low-cost,  high-quality 
personal  retirement  annuities,*  IRAs,  mutual  funds,  and  financial 
counseling  services  are  available  to  everyone. 

Isn't  it  time  you  find  out  more  about  the  company  Morningstar  says  "sets 
the  standard  in  the  financial  services  industry"?**  Of  course,  past 
performance  is  not  a  guarantee  of  future  results.  Call  800  226-0147  for 
more  information  about  TIAA-CREF's  products  and  services,  including 
charges  and  expenses,  or  mutual  fund  and  personal  annuity  prospectuses. 
Please  read  them  carefully  before  you  invest  or  send  money. 


Ensuring  the  future  for 

those  who  shape  it. 


ELEMENT  INSURANCE  MUTUAL    FUND5  TRUST   SERVICES  TUITION    FINANCING 


Jbject  to  state  approval     **  Source:  Morningstar.  December  31. 1999    TIM-CREF  Individual  and  Institutional  Services.  Inc.  distributes  CREF 

interests  in  the  TIAA  Real  Estate  Account  Teachers  Personal  Investor  Services.  Inc.  distributes  the  variable  component  of  the  personal  annu-         800       226-0147 
:F  Mutual  Funds,  and  Tuition  Savings  Agreements  TiAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities.  TIAA-CREF  Trust 
provides  Trust  Services  ©  2000  TIAA-CREF  NY.  NY  Investment  products  are  not  FOIC  insured,  may  lose  value  and  are  not  bank  guaranteed.  www.tiaa-tref.org 
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The  best  way  to  manage  your  projects  is  to  have  the  information  you  need  right  in 
;2000H    front  of  you.  Microsoft   Project  2000  gives  you  that  information  by  providing 
1e  tools  for  organizing,  viewing  and  analyzing  project  data  and  by  allowing  your  team  members  to 
s  their  status  through  the  Web. 

ce  the  most  accurate  status  information  comes  from  those  doing  the  work.  Microsoft  Project  2000 
.  a  simple.  Windows'  -based  interface  that  team  members  can  access  from  their  Web  browsers  to 
.  collaborative  input.  It's  called  Microsoft  Project  Central,  and  it  can  give  you  up-to-the-minute  data 
II  help  you  make  the  best  decisions  for  your  business.  To  learn  more  or  to  order  a  trial  CD.  visit  our 
te  at  www.microsoft.com/go/project. 

Microsoft 

Where  do  you  want  to  go  today? 


I     OTHER  COMMENTS 


Whether  it's  a  candidate  or  a  cookie, 
and  trustworthiness  of  ingredients  are  paramount. 
ompany  selling  shortbread  images  of  George  W.  Bush  and  Al  Gore. 
Bush  cookies  are  outselling  Gore  cookies  by  two  to  one, 
in  Boston  Globe 
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What  good  is  a  service  you  can't  tell  customers 
The  law  presumes  that  consumers  are  unable  to  make  i 
gent  purchase  decisions  on  their  own.  But  in  the  age  of  j 
puters  and  mass  media,  this  is  not  the  case  now. 

— STEVEN  BEC:  managing  < 

Lands'  End  Germanv.  Wall  Street  Journal  J 

United  They  Stood   New  Orleans']  citizen; 
denlv  realized  that  out  of  their  commonality  of  pi 

te  ethnic  population  of  French.  Spanish,  Portug 
Germans,  Italians,  Anglos,  Indians,  and  blacks  of  va 
d  been  brought  together  and  welded  i 
-  e  that  had  brought  about  the  nation's  first  militar 
nee.  Moreover,  thev  had  united^ 
.  .immon  cause:  Creoles  and  Tenness 
:ns  and  Kentuckians,  b  ad  whites,  slaved 

ien.  For  the  first  time  thev  came  to  realize  theyj 
Americans,  no  matter  their  ethnic  background,  social  j 
or  ...  And  as  Americans  thev  had  achieved 
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Rread-and-Butter  Issue  to  compare  i 
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Sternberg,  CEO  and  founder  of  Staples, 
pstred  his  domain  name  to  put  his  business 
iincat  register.com.  Visit  lis  at  www.register.com 
calus  at  1-800-7-WWW-NET,  and  we'll  help  you 
fistr  your  domain  name  right  over  the  phone. 
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._  TO  REDUCE  SULFUR  IN  GASOLINE 
HELPS  THOSE  WHO  DON'T  EVEN  DRIVE. 


\ 


■ 


Sulfur  is  a  naturally  occurring  element  in  gasoline 
and  contributes  to  air  pollution.  But  until 
recently,   the  methods  used  to  remove 


sulfur  from  gasoline  weren't  very  efficient.  So 
Phillips  is  developing  a  new  process  that 
removes  more  than  90%  of  tne  sulfur  in 


Phillips  is  developing  a  new  process  that 
removes  more  than  90%  of  tne  sulfur  in 
standard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that 
help  us  reduce  harmful  emissions  from  a 
improve  air  quality  and  meet  propo- 
sulfur  regulations  for  years  to  come.  A 
it's  just  one  of  the  many  ways  we  live  u: 
the  name  The  Performance  Company,  c. 

PHILLIPS  PETROLEUM  COMPANY  £ 


For  (i  copy  <>/  our  annual  report,  rati  ^18-661-3700.  write  to:  Phillips  Annual  Report,  B-41.  Adams  Bldg.,  Bartlcsville.  OK 

or  visit  us  at  www.phillips66.com. 


)n  Events  at  Home  and  Abroad 

t$y  Caspar  W.  Weinberger,  chair 


MEXICO  AND  VICENTE  FOX 


VISITED  MEXICO  SOON  AFTER  MCENTE  FOX  QUESADA  HAD 
ironed  the  71 -year-old  Institutional  Revolutionary  Party 
)  and  won  the  presidential  election.  After  meetings  with  gov- 
ment  officials  and  corporate  executives,  it  was  dear  to  us  that, 
e  current  officeholders  and  the  PPJ  were  still  in  shock,  there 
a  remarkably  unanimous  conviction  that  Mexico's  successful 
nomic  policies  will  not  change  when  Mr.  Fox  takes  office. 
Only  six  years  ago  Mexico  was  considered  a  virtual  eco- 
nic  basket  case,  with  enormous  foreign  debts  and  a  bank- 
system  in  collapse.  Inflation  rose  to  52°  o  in  1995  and  un- 
ployment  skyrocketed.  The  countrv 
made  remarkable  economic  and  polit- 
progress  under  President  Ernesto 
illo  and  his  brilliant  finance  minister, 
Angel  Gurria.  Foreign  direct  invest- 
lt  in  1999  was  SI  1.6  billion;  inflation 
123%;  unemployment  was  dropping; 
it  was  the  fourth  year  of  economic 
vth  and  declining  inflation,  with  more 
i  700,000  new  jobs  created.  Nafta  has 
l  a  major  factor  in  this  growth.  Ex- 
s  have  nearly  tripled,  from  S51.9  bil- 
in  1993  to  S136.7  billion  in  1999.  And 
tico  is  counting  on  similar  results  from 
e-trade  agreement  it  has  signed  with  the  European  Union. 
One  might  ask  why,  with  all  this  economic  success  and 
iity-of-life  improvement  for  so  many,  the  incumbents 
E  voted  out  of  office.  What  became  perhaps  the  prevailing 
e  of  the  campaign  was  the  impression,  fostered  by  Mr. 
a  charismatic  and  effective  campaigner,  that  there  is  sub- 
tial  corruption  and  rot  in  Mexico's  body  politic  and  that 
a  new  leader,  untouched  by  scandal,  could  remove  them. 
President  Zedillo  had  made  a  start  at  dealing  with  this  by 
ling  up  the  nominating  process  and  by  putting  the  election 
e  hands  of  a  truly  independent  commission,  whose  probity 
unquestioned.  But  that  was  not  enough.  -After  71  years  in 
er,  the  PPJ  was  more  than  a  party — it  was  the  government, 
innumerable  links  to  the  unions,  banks,  social  lobbyists 
every  other  facet  of  society.  It  was  much  like  the  older  par- 
)f  Europe,  whose  continued  efforts  to  defeat  the  Commu- 
parties  led  them  to  adopt  increasingly  populist  measures. 
PPJ  relied  on  the  poor  areas,  particularly  in  the  south,  the 
>n  of  greatest  unemployment,  for  much  of  its  electoral  sup- 
But  the  old  issues  had  become  stale  and  irrelevant  Mr.  Fox 
nised  to  double  real  growth  bv  creating  conditions  to  at- 
$20  billion  in  new  foreign  capital  investments,  compared 


with  the  SI  1  billion  that  had  been  invested  annually  for  the  past 
few  vears.  He  further  pledged  to  persuade  the  banks  to  lend 
more  to  small  and  medium-size  businesses,  long  starved  for 
credit  He  also  wants  to  channel  funds  into  education.  He  plans 
to  pav  for  some  of  this  by  reforming  the  tax  system,  there: 
curing  more  revenue  without  increasing  taxes. 

Will  Fox  succeed?  A  great  deal  depends  on  it.  Expecta- 
tions and  hopes  have  been  raised  to  extraordinary  heights 
among  people  who  for  far  too  long  have  had  neither. 

Mr.  Foxs  party  the  National  Action  Party  I  PAN I,  gained 
91  seats  in  the  Chamber  of  Deputies  and 
15  seats  in  the  Senate.  However,  the  PPJ  re- 
mains the  biggest  party  in  the  Chamber 
and  in  the  Senate,  and  it  still  holds  20  gov- 
ernorships. Clearly  Mr.  Fox  will  not  have 
an  easy  time  passing  his  proposed  reforms. 


President-elect  Vicente  Fox  looking 
ahead  to  Mexico's  future. 


Privatization  Is  Vital 

Privatization  of  Pemex,  the  state  oil  mo- 
nopoly, and  of  the  electric  energy  indus- 
try remain  a  distant  dream.  Bitter  labor 
union  opposition  will  block  these  mows. 
PAN,  which  favors  selling  off  both  giants, 
is  not  yet  strong  enough  to  push  through 
privatization,  and  the  PPJ,  which  took  tentative  steps  toward 
it,  is  not  in  a  position  to  support  unpopular  stands.  Of 
course,  the  left-wing  Democratic  Revolutionary  Party  !  PPJ)  I 
would  never  support  it 

The  formerly  state-run  phone  company,  Telmex,  is  still  a 
near  monopoly.  Although  some  competition  is  now  allowed, 
Telmex  effectively  shuts  out  newcomers  to  the  local  and  long- 
distance markets  by  charging  exorbitant  interconnection 
fees,  making  it  difficult  for  newcomers  to  compete. 

To  make  any  inroads  Mr.  Fox  will  have  to  work  out  com- 
promises with  various  factions  to  obtain  a  majority  vote  for  his 
programs.  These  compromises  may  end  up  weakening  good 
proposals  or  spelling  losses  for  some  of  his  highest  priorities. 
The  few  months  remaining  before  the  new  administra- 
tion takes  over  will  be  filled  with  speculation  over  appoint- 
ments and  what  new  programs  will  be  on  Fox's  agenda.  But 
no  one  should  overlook  the  vast  strides  democracy  has  made. 
This  election  was  completely  peaceful,  open  and  clean,  with 
the  PPJ  immediately  accepting  the  results.  The  first  step  in 
fulfilling  the  hopes  of  man}'  Mexicans  has  been  taken.  Now 
comes  the  more  difficult  part — doing  something  with  this 
shift  in  political  power.  F 
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E-business 
decisions 
can  leave 
thei 
on  yo 


Tax 

Consulting 

Assurance 

Business  Measurement  Process 
Assurance-Based  Advisory  Serv 
Employee  Benefits  Assurance 
Information  Risk  Management 
Management  Assurance  Servic 
Actuarial  Services 
Forensic  and  Litigation  Services 
Global  Financial  Strategies 

Today,  competitors  come  out  of  nowhere  and  inform; 
comes  from  everywhere.  Which  puts  the  pressure  on  y 
act  fast,  whatever  the  risks.  Our  Assurance  services  can| 
improve  the  integrity  of  the  information  you  depend  o 
your  decisions  are  based  on  facts  that  are  current,  relt 
and  reliable.  Now,  don't  you  feel  better? 

For  further  information,  call: 

Terry  Strange, 

Vice-Chairman, 

Assurance  and  Advisory  Servio 

at  1-877-ASK-KPMG 


It's  time  for  clarity. 


JIGITAL   RULES 


iy  Rich  Karlgaard,  publisher 


jblisher@forbes.com 


PLAY  LOOSE 


£  HE  COMES!  THE  TOP  LONG  SPRINTER  OF  ALL  TIME,  THE 
r  to  Jesse  Owens,  around  the  bend  at  27mph,  leaning, 
nping.  Then,  twang.  He  shoots  up  into  the  air,  and  ob- 
,rers  react  during  that  first,  incomprehensible  quarter  second 
1  neural  alarm  lights  apop:  W'ha?  (I  recall  reacting  similarly 
le  watching  the  1986  space  shuttle  Challenger  liftoff — see- 
sensing  that  first  blip  out  of  the  ordinary,  that  tick  fore- 
iowing  the  eerie,  Y-shaped  spiral  of  smoke:  Wha  . . .  huh? 
%  squints  at  the  TV  and  immediately  knows.  It's  all  wrong!) 
v,  seconds  later,  on  the  track  in  Sacramento  we  see  Michael 
nson  supine,  pounding  his  fists.  It's  all 
jng  again,  but  we  still  can't  believe  it. 
First,  shock.  Then  we're  sickened. 
->n  appalled.  Days  later,  I'm  still  ap- 
ed that  a  magnificent  sprinter  like 
nson,  a  thoughtful  and  well-spo- 
fellow,  a  noble  man-god,  would 
■  his  cool  in  a  rivalry  of  words  with 
cheap,    two-dollar-pistol-of-a- 
mter  named  Maurice  Greene, 
ry  sport  has  its  loud-mouthed  id- 
like  Greene.  But  the  Michael  Johnsons  are 
What  possessed  Johnson  to  become  so  overcoiled 
tense  during  a  mere  qualifying  trial  for  a  spot  on  the  U.S. 
mpic  team,  something  that  had  always  been  in  the  bag, 
in  doubt?  He  could  have  lollygagged  through  that  race 
is  warm-up  clothes. 

Loose  is  better — always.  The  more  intense  the  activity, 
truer  this  is.  Bud  Winter,  who  at  San  Jose  State  University 
he  1960s  counseled  the  top  sprinters  in  the  world  (in- 
ling  Tommie  Smith,  John  Carlos  and  Lee  Evans),  was  fa- 
os  for  advising  his  athletes  never  to  put  out  more  than  a 
o  effort.  Winter  knew  his  thoroughbreds  would  try  too 
i  and  strain  themselves.  He  would  say,  "Work  smoothly 
o  90%  and  you'll  go  fast,  and  faster  yet.  But  the  minute 
reach  for  100%,  you'll  strain  and  fall  apart."  Muscle 
is  to  wood;  speed  drops  like  an  anvil.  You  even  leave 
rself  open  to  injury.  It's  a  shame  Bud  Winter  isn't  alive  to 
:h  Michael  Johnson:  Run  loose! 


nds  Shaking 

New  Economy  invites  us  to  overstrain  and  pop  a  cylinder. 
sag  for  a  minute  and  our  rivals  sense  it,  as  if  by  watching  a 
>  cam  hidden  in  our  office,  and  swoop    — ^^ 
)n  Friday  a  venture  capitalist  snaps  his 


ers  and  by  Saturday  a  headhunter  is 


phoning  your  best  people  at  home.  Monday  you  stroll  in  and 
discover  your  company's  IQ  has  dropped  by  8  points. 

Or  you're  an  entrepreneur.  Next  week  you  have  to  deliver  a 
make-or-break  15-minute  presentation  at  Telecosm,  pitch 
three  final-cut  meetings  with  key  alliance  partners  and  two 
more  with  VCs,  as  well  as  attend  a  breakfast  with  a  Stanford 
professor  who,  if  he  joined  your  company,  would  get  both  VCs 
off  the  fence.  By  the  way,  no  pressure.  Just  because  you're 
about  to  miss  payroll,  your  credit  cards  are  tapped  out  and 
your  wife  refuses  to  sign  for  an  expanded  home-equity  line.  Or 
because  you're  behind  143  e-mails,  66  voice  mails  and  24  pager 

messages.  Or  because  your  car  is  screaming  for  oil;  your 

dentist  has  fired  you  for  skipping  a  fourth 

checkup;  and  your  hands  are  still  shaking, 

even  though  you  joined  AA  three  years  ago. 

Play  Loose!  Easy  to  Say,  Right? 

Readers  of  this  column  know  I'm  learning  to 
fly.  And  I'm  doing  it,  no  less,  in  a  Bonanza  A36, 
which  goes  200mph  and  has  retractable  landing 
gear,  a  GPS  and  other  knobs  and  sticks  not  found  in 
your  typical  trainer.  Students  and  instructors  will 
agree  that  landing  a  plane — main  wheels  over  the 
center  line,  nose  up  and  forward — is  a  hard  feat  to 
master,  consistently,  while  training  to  solo  and  be- 
come licensed.  That's  certainly  been  true  for  me.  Rational  in 
my  trepidation  over  pitching  down  toward  the  runway  num- 
bers on  final  approach,  I  would  clutch.  Stiffen.  Develop  a  bad 
case  of  what  my  instructor  colorfully  calls  "cement  shoulder 
pads"  and  "frozen  feet."  During  the  round  out  and  flare  be- 
fore touchdown,  I  was  all  thumbs.  Or  rather,  all  thumps.  Big 
thumps!  Large  thuds,  too.  Until  one  day  my  instructor  said, 
"Take  your  hands  off  the  yoke  and  shake  your  shoulders.  Now 
take  your  feet  off  the  rudder  pedals  and  shake  them." 
"Who's  gonna  fly  the  plane?"  I  asked. 
"Trim  it  right.  It  will  fly  itself." 

Breakthrough!  The  key  was  . . .  letting  up.  The  idea  of  let- 
ting up  at  all — to  the  point  of  withdrawing  my  hands  from 
the  yoke — when  I've  only  flown  a  few  dozen  hours  and  am 
astride  a  3,600-pound,  metal-and-Plexiglas  shark  with  very 
long  fins  pointed  downhill  at  90mph  toward  a  concrete  run- 
way, seems  contradictory.  And  yet,  that's  how  it  worked. 
Loosen  up,  or  continue  to  make  bad  landings. 
~  Loosen  up!  Try  it  in  your  speeches, 

For  further  discussion  of  this  and  other  r         /  /  r 

topics,  go  to  the  forum  at  our  Web  site    vour  pitches,  your  negotiations.  Your 

at  www.forbes.com/karlgaard.  golf  swing.  It  never  fails.  F 
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JOHN  ROTH'S  OFFICE  PC  Dis- 
plays a  live  feed  calculating 
Nortel  Networks'  up-to-the- 
minute  market  capitalization. 
"We're  up  to  $240  billion," 
the  chief  of  the  come-from-behind 
Canadian  telecom  firm  says  with  a  grin. 
"Maybe  I'll  go  buy  something." 

Maybe  something  big.  Not  content 
with  $11  billion  in  acquisitions  so  far 
this  year,  Roth  just  struck  a  new  deal  to 
acquire  Alteon  WebSystems  for  $7.8  bil- 
lion. He  says  he  will  spend  10%  of  Nor- 
tel's market  cap — every  year — to  buy 
the  new  technology  he  wants.  That's, 
um,  another  $24  billion  next  year,  right? 
"Maybe,"  Roth  says,  then  hints  it  could  go 
even  higher.  "Our  market  cap's  been 
going  up." 

Indeed  it  has.  Nortel's  value  is  up 
sixfold  since  Roth  took  over  in  1997, 
largely  on  its  strength  in  optical  net- 
working. He  vows  to  keep  it  that  way. 
Nortel  stock  has  gone  from  $20  to  $80 
in  just  the  past  year,  jumping  in  late  July 
on  leaks  that  it  might  sell  its  optics 
business  to  Corning  for  a  staggering  12- 
figure  sum:  $100  billion. 

Sell  off  the  company's  sizzle?  Not 
exactly — Nortel  was  looking  at  shed- 
ding the  low-margin  bottom  of  its  opti- 
cal-components business,  saving  the 
jazziest  lines  for  itself. 

The  Corning  talks  faltered,  but  the 
morning  after  that  news  broke,  Roth 
unveiled  his  plan  to 

buy  Alteon,  which      "CJSCQ  IlES 
makes  Web  switches 
and  other  Internet  trafficking  hard- 
ware. It  is  an  uncharacteristically  high- 
profile  pose  for  Nortel,  which  doesn't 
get  the  ink  and  Web  hyp  lisco 

gets,  or  have  the  beloved  following  Lu- 
cent had  before  it  tumbled. 

Roth  likes  it  that  way.  He  poses 
Nortel  as  a  digital  David  struggling 


a  bigger  market  cap,  Lucent  has  more  in  salfi&J 


against  corporate  Goliaths.  Tell  him 
Nortel  leads  m  optics,  and  Roth  insists, 
"(  isco  has  a  bigger  market  cap,  Lucent 
has  more  in  sales,  Ericsson  is  ahead  of 
us  in  wireless." 

Then  he  adds:  "It  we  rise  above 
them,  we  will  invent  a  (market]  leader 
to  tight  again 


Besides  acquisitions,  he  will 
Nortel's  e  business  sales  force  to  3, 
in  the  nexl  year  to  attack  Cisco's 
the  world's  largest  2,000  compaai 
for  two  decades  Nortel  focused  tram 
on  cat  i  iers.  Now  it  also  wooscorpoti 
customers  as  businesses  set  up  d 
Own  high  speed  networks. 
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John  Roth, 

Clarence 

,dran:lfyou 

10  build  the 

work,  then 

letter  shop 

around. 


/ 
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Roth  also  wants 
Nortel  in  the  under- 
sea-fiber business  in 
a  big  way,  possibly 
creating  new  service 
providers.  In  that 
pursuit  a  joint  ven- 
ture could  emerge 
with  Tyco's  new  un- 
dersea-cable vehicle, 
TyCom  Ltd.,  which 
raised  $2  billion  in 
an  initial  public  of- 
fering in  late  July. 

Nortel  also  will 
spend  heavily  on  In- 
ternet applications 
software  to  be  sold 
with  Nortel  boxes 
for  data  centers.  And 
it  is  pushing  into 
high-speed  wireless 
and  new  products  to 
extend  optics  to 
metropolitan  net- 
works and  right  on 
down  to  office 
buildings. 

Roth,  57,  is  an 
engineer  who  owns 
four  high-perfor- 
mance cars  because 
he  is  addicted  to 
mph  numbers.  Nor- 
tel is  all  about  speed, 
too,  measured  in 
gigabits  per  second, 
a.k.a.  bandwidth. 
Get  this:  Sixty  per- 
cent of  Nortel's  $7.8 
billion  in  second- 
quarter  sales  came 
from  products  less 


tor  device  to  perform  the  function  of  a 
small  Internet  router,  supplanting 
costly  hardware  of  the  sort  Cisco  sells. 
Roth's  wireless  Web  plan,  dubbed 
"Wings  of  Light,"  takes  aim  at  Ericsson 
and  Nokia,  since  most  of  the  early  sales 
are  in  Europe.  Eventually  the  technol- 
ogy will  hit  the  U.S.,  and  the  gunsights 
will  shift  to  Lucent  and  Motorola. 

Those  coming  moves  won't  be  the 
slam  dunk  that  optical  was,  since  now 
the  competition  sees  Nortel  coming. 
Already,  Cisco  Chief  John  Chambers 
has  told  his  troops  that  Nortel  is  the 
real  competitor  they  must  target. 

Nortel's  new  forays  into  corporate 
sales  and  wireless-Net  gear  are  led  by 
Clarence  Chandran,  chief  operating  of- 
ficer. He  could  succeed  Roth  as  early  as 
next  year.  Chandran,  51,  is  not  the  tech- 
nician Roth  is,  but  he  is  every  bit  the 
salesman.  And  tough:  The  son  of  a  mil- 
itary officer,  Chandran  received  multi- 
ple stab  wounds  fighting  off  burglars 
on  a  business  trip  to  Singapore  in  1997. 


►  By  the  Numbers 

Growing  Plan 

The  boom  in  optical  gear  has  given 
Nortel  spectacular  growth  that  comes 
from  focusing  on  new  technology. 


Increase  in 
Nortel's  market  cap  since  John 
Roth  became  chief  executive 
in  October  1997. 

Amount  of  Nortel's  sales  from 
products  less  than  18  months  old. 

New  or  completed 
acquisitions  so  far  in  2000. 

Source:  Nortel. 


rill  invent  a  leader  to  fight  against." 


i  months  old.  That  means  always 

)1  g    for    the    next    thing — and 

ys  to  top  its  more  glamorous 

rtel's  sales  force  dream-,  of  "mar- 
ing"  Cisco.  How  could  they  pos- 
With  new  chip-based  software, 
enables  a  cheaper  semicon' 


These  days  he  feels  the  urgency. 
"Our  product-development  cycle  has 
gone  from  240  weeks  to  24  weeks,  and 
we  can  lay  out  a  national  network  in  6 
to  8  weeks,"  Chandran  says.  "We  have 
to  get  even  more  Web-like — faster, 
■nt." 

The  same  sense  of  urgency  was  be- 


hind the  talks  with  Corning.  Roth  frets 
that  the  recent  buying  binge  in  optics, 
including  JDS  Uniphase's  pending 
purchase  of  little-known  SDL  for  $41 
billion,  is  thinning  the  ranks  of  Nor- 
tel's suppliers.  Word  of  the  Corning 
talks  broke  just  as  Roth  set  a  $1.9  bil- 
lion expansion  of  Nortel's  own  com- 
ponents production.  Either  way,  Roth 
was  saying,  Nortel  will  not  be 
constrained. 

He  sees  fibermakers  as  stuck  in  the 
old,  slow-moving  telecom  world.  Yet 
Nortel  and  Lucent  are  close  to  optical 
advances  that  will  require  better  fiber 
than  ever  before.  Their  prototypes 
could  boost  the  number  of  channels  a 
single  fiber  can  carry  from  160  to  up  to 
1,000.  On  each  channel  data  could  race 
at  80  gigabits  per  second,  but  to  get 
where  they  are  going,  the  data  must 
travel  on  purer  glass. 

The  Nortel  duo  relies  on  a  "disrup- 
tive technologies"  team  to  figure  out 
where  the  next  scientific  surprise  will 
come  from.  The  group  identified 
Qtera,  a  shop  that  can  send  an  optical 
signal  2,000  miles  without  amplifica- 
tion— 40  times  the  distance  Nortel 
could  muster.  Nortel  bought  Qtera  for 
$3  billion  eight  months  ago  and  de- 
ployed the  design  in  a  recent  sale  to 
Qwest  Communications.  It  will  take 
center  stage  in  Nortel's  new  undersea- 
fiber  business. 

The  disruption  goes  on.  Some  small 
outfit  may  blindside  Nortel  with  newer, 
faster  designs  or  steal  some  of  its  best 
minds  with  a  pile  of  pre-IPO  options. 
Nortel  already  hires  10%  of  Canada's 
engineering  grads  and  seeds  money  at 
Canadian  universities  to  nurture  more 
optical  engineers.  Still,  Chandran  frets, 
"Everyone  is  coming  after  us.  We 
have  to  take  winning  the  war  on 
talent  to  the  next  level." 

Roth's  briefcase  holds  a  list  of  519 
Nortel  executives,  ranking  top  per- 
formers and  isolating  slackers  (73  of 
whom  left  last  year,  Roth  boasts).  He  is 
paying  bonuses,  sometimes  equal  to  an 
annual  salary,  twice  a  year.  In  the  face  of 
this  much  upheaval,  only  one  thing 
could  be  riskier:  standing  still.  F 
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Smoking  Gun 

equities!  What's  the  best 
tobacco  play  you've  never 
heard  of?  That  folksy  retailer 
from  Bentonville. 

BY  KELLY  BARRON 

WHEN  NEWS  DRIBBLED  OUT  RE- 
cently  that  an  outfit  called 
McLane  Co.  was  a  potential 
bidder  for  bankrupt  fast-food  supplier 
AmeriServe  Food  Distribution  (FORBES, 
Apr.  3),  there  was  hardly  any  notice. 
That's  just  fine  with 
McLane  and  its  parent, 
Wal-Mart  Stores. 

Even  though  Wal-Mart 
has  owned  McLane  since 
1991,  you'll  find  barely  any 
mention  of  the  company  in 
Wal-Mart's  annual  report, 
or  on  the  retailing  behe- 
moth's patriotic  Web  site. 

"McLane  is  a  mystery  to 
anyone  outside  the  indus- 
try," says  Paul  Kelly,  a  prin- 
cipal with  Silvermine 
Group,  a  Westport,  Conn, 
grocery  consultancy. 

"We  have  always  been  a 
low-profile  company,  and 
we  like  to  be  that  way,"  de- 
murs Martha  Kahler, 
McLane's  seemingly  under- 
worked flack. 

McLane  has  a  very 
good  reason  for  flying 
under  the  radar:  As  the  na- 


antismoking  organization.  Attorneys  at 
the  Tobacco  Products  Liability  Project,  a 
Boston,  Mass. -based  group  that  tracks 
tobacco  litigation,  haven't  heard  of 
McLane,  either. 

But  since  its  founding  over  a  century 
ago,  the  Temple,  Tex.  company  has  be- 
come the  nation's  largest  distributor  to 
convenience  stores.  And  since  conve- 
nience stores  have  displaced  grocery  and 
drug  stores  to  become  the  biggest  sellers 

of  smokes,  that  makes  $8.8 

,.„.       /  \  xt  t  Part-time  hot  dog  man, 

billion  (revenues)  McLane      .  „  ..      ..... 

full-time  billionaire, 

the  invisible  hand  of  the  to-      Drayton  McLane  got  rich 
bacco  industry.  on  smokes  and  sundries. 


the  business  from  his  father  and  becami 
a  billionaire  by  selling  out  to  Wal-Mar 
in  1991  for  a  split-adjusted  22.4  millioij 
shares  (he  now  owns  the  cellar-dwellii^ 
Houston  Astros  baseball  team).  Wal 
Mart  officials  say  they  responsibly  sel 
cigarettes  in  their  own  stores,  but  ar 
otherwise  reticent  about  McLane's  pros 
pering  tobacco  business. 

Figuring  that  little  grocery  mart 
couldn't  afford  an  entire  pallet  of  soaj 
from  big  manufacturers  lik 
Procter  &  Gamble,  McLan 
bought  the  supplies  in  bull 
and  wholesaled  a  few  so 
bars  at  a  time  to  stores 
began  distributing  to  the 
Eleven  chain  in  the  la 
1970s  and  developed  a  I 
utation  as  an  efficient  op 
ator  capable  of  discreet 
serving  the  cravings  of  coij 
venience  stores'  most  lo; 
patrons:  smokers.  Hea 
smokers  visit  the  stores 
often  as  ten  times  a  wo 
and  demand  a  wide  rani 
of  cigarette  brands  in  a 
riety  of  packaging.  Befd 
being  swallowed  up  by  Ml 
Mart,  McLane  befrienq 
Sam  Walton,  even  pla 
tennis  with  the  late  W| 
Mart  patriarch. 

Run  these  days  by  tr 
gruff  and  tight-lipped  I 
Grady  Rosier,  McLane  no 
distributes  its  cigarette 
candy  and  other  assortt 
sundries  to  30,000  stoiff 


"Mfe  have  always  been  a  low-profile  company,  and  we  like  to  be  that  way."] 


tion's  largest  distributor  of  cigarettes 
outside  of  the  tobacco  companies 
themselves,  McLane  and  Wal-Mart  have 
managed  to  avoid  practically  any 
scrutiny  from  fiery  plaintiff  attorneys 
and  antitobacco  crusaders. 

"I've  never  heard  of  them,"  shrugs 
John  Banzhaf  III,  the  executive  director 
of  Action  on  Smoking  &  Health  (ASH),  a 
Washington,  D.C.-based  group  that  bills 
itself  as  the  nation's  oldest  and  largest 


McLane  has  been  especially  helpful 
to  industry  leader  Philip  Morris,  han- 
dling as  much  as  a  fifth  of  the  com- 
pany's domestic  sales  and  distributing 
all  of  Philip  Morris'  cigarettes  in  Taiwan 
and  Brazil. 

Just  don't  ask  Philip  Morris  about  its 
relationship  with  its  largest  distributor; 
the  company  declines  comment.  So 
does  McLane's  former  chief  executive, 
R.  Drayton  McLane  Jr.,  who  took  over 


including  convenience  outlets  runj 
the  big  oil  companies,  as  well  as 
Mart's  own  discount  stores  and  su| 
centers.  Although  the  company  has] 
panded  into  selling  accounting  sof 
and  operating  ATM  machines,  cigarel 
remain  the  backbone  of  the  busines 
McLane  winds  up  with  the  buJ 
AmeriServe,  the  diversion  into  fast  fo|| 
would  disperse  the  tobacco  smoke 
scarcely  eliminate  it. 


54 


FORBES 


August  21,  2000 


BEFORE  THERE  WAS  A  LAND  ROVER, 
/  THERE  WAS  A  DREAM. 

7 


I  is  an  invitation  to  a  dream  fulfilled.  Fifty  years  ago.  we  company  became  the  planet's  4x4  authority,  visit  your  nearest 

mt  of  creating  the  most  capable  4x4s  in  the  world.  Today  Land  Rover  Centre.  All  the  proof  you'll  need  starts  at  $33,975. 

i  Rovers  have  mastered  seven  continents  and  are    /M  1^.    Because  we're  always  happy  to  welcome  new  dreamers 

I in  over  120 countries. To  discover  how  a  once  small  *                into  the  fold.  Come  see  what  a  Land  Rover  is  made  of. 


COURAGE 


-v  : 


VISIT   BEST4X4 LANDROVER  COM   OR   CALL    1 -800-FINE4 WD. 
Tread  lightly'  Drive  responsibly  otf-road  iCOOD  Land  Hover  North  America.  Inc  Always  use  your  seat  belts  SRS/airbags  alone  do  not  provide  sufficient  protection  The  starting  MSRP 
)O0  Discovery  Series  II  SD  is  S33.975.  MSRP  ol  mod«f.t*Own  is  $36  725  and  includes  leather  package  The  starting  MSRP  ol  a  2000  Range  Rover  4  0  SE  is  S59.625  Model  shown  is  a  Range  Rover  4  6  HSE 
Willi  an  MSRP  ot  567  925  Bolh  MSRPs  include.S62VS*stihation  charge  and  exclude  lanes,  title,  license  and  options  Actual  price  depends  on  retailer  and  is  subiect  to  change  See  retailer  lor  details. 
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Goodwill  Hunting 

NUMBERS    GAME!  No 

one  loves  an  amortization 
charge— except  the  FASB. 

BY  ELIZABETH  MACDONALD 

WHEN  BOOKKEEPING  POLICY 
makes  as  big  a  splash 
as  stock  op 
tions,  you  know 
things  are  out  of 
kilter  in  Silicon 
Valley.  But  that's  ex- 
actly what  most  Valley 
financiers  are  yapping 
about  after  the  apparent 
stay  of  execution  of 
"pooling,"  the  accounting  method  used 
in  many  all-stock  mergers.  Under  pool- 
ing, companies  can  buy  other  firms 
with  inflated  stock  prices  and  avoid 
charges  for  goodwill,  the  premium  an 
acquiring  company  pays  over  its  tar- 
get's book  value. 

The  Financial  Accounting  Stan- 


dards Board  was  expected 
to  kill  pooling  in  January 
2001.  It  also  wants  good- 
will to  be  charged  off  over  20  years 
rather  than  40.  "Nobody's  thrilled  with 
that,"  says  Patricia  McConnell,  head  of 
accounting  and  tax  research  at  Bear 
Stearns.  This  would  mean  that  when 
Company  A  pays  $1  billion  for  Com- 
pany B,  and  B  has  no  assets  except  a 
clever  software  idea,  A  would  have  to 


take  a  $50  million  annual  hit  on  i 
profit  and  loss  statement. 

The  board  now  says  it  won't  term 
nate  pooling  until  July  2001.  Why  tl 
delay?  Tech  companies  say  the  amortiz 
tion  charges  will  confuse  investors  abo 
earnings  results  and  trigger  a  selloff. 

Is  the  FASB  really  so  powerful?  Do  v 
have  to  worry  that  a  meaningless  bool 
keeping  entry  will  wreck  our  softwa: 
sector  and  put  thousan< 
out  of  work  in  Milp 
tas?  Probably  not.  Pe 
haps  the  FASB  w: 
water  down  its  ru1 
(e.g.,  the  charge  hi 
"comprehensi 
income"  but  n 
"regular  income 
Another  possibility,  says  Robert  Willei 
a  managing  director  at  Lehman  Bro 
ers,  is  that  goodwill  charges  creep  in  b 
investors  ignore  them  and  focus  inste. 
on  cash  earnings. 

Getting  the  Valley  to  focus  on  ai 
kind  of  earnings  would  be  a  miracle 


I 
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Stepping  in  It 

PUBLIC    RELATIONSI 

Another  envirofracas  has  put 
Monsanto  on  the  spot  again. 
Can  this  company  ever  engine* 
its  way  out  of  a  p. r.  jam? 


BY  BRANDON  C0PPLE 

RALPH  NADER  TOOK  A  BREATH 
from  his  presidential  campaign 
stand  outside  a  Tampa,  Fla.  coui 
room  and  berate  Monsanto  for  bull 
ing  the  press.  "Every  day  these  intin 
dations  lead  to  self-censorship,"  he  sa 
Moments  before,  Nader  had  a 
peared  as  a  witness  for  a  pair  of  local 
reporters  who  are  suing  a  Fox  statiij 
for  compensatory  damages.  Reasol 
The  station  fired  them  over  their  nevij 
aired  story  on  the  potentially  han 
effects  of  Monsanto's  bovine  grow 
hormone.  The  reporters  claim  that  a 
Monsanto  sent  a  threatening  lettei 
Fox,  the  station  tried  to  force  the 


- 
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When  the  Aswan  High  Dam  needed 
imatic  increase  in  efficiency  and 
ndability  —  a  real  overhaul  and 
ernization  —  62  million  Egyptians 
heir  trust  in  the  hands  of  specialists 
jne-of-a-kind  thinkers. 
The  PPL  team  from  Allentown. 
Dur  resolve:  a  contemporary  Nile 
ed  by  computerizing  the  dam, 
ving  the  obsolete  electro-mechanical 
oli,  modernizing  the  entire  system, 
mizing  the  efficiency. 
t  makes  sense  to  us  that,  if  we  can 
lerate  the  Aswan  High  Dam,  we 


We  deliver  on  our  power.  We  deliver 
on  our  promises. 

So  to  all  the  Lawrences  of  Allentown— 
Barry,  Ray,  Charlie,  Wally,  Chris— a  salute. 
Each  of  you  has  earned  our  gratitude,  the 
admiration  of  the  Egyptians,  and 
the  respect  of  the  camels. 


can  help  resolve  your  problems. 

We're  one  of  the  largest  national  and 
global  resource  and  delivery  companies 
in  the  world. 


How  a    click 

of  the  mouse  #di 


lew  cenltol  nervous  system  of  me  dom  (microprocessor  controlled)  monitors  oil  chonges 
wds  immediotely  so  problems  ore  avoided 
eit  oil  the  time.  In  effect,  it  slays  owoke     I 
ypl  sleeps 

liotn  acquisition  system  records  oil  the 
Ion  within  o  millisecond  of  the  occurrence 
lay  change  in  the  plant's  status,  allowing 
lerate  evaluation  of  its  performance. 


I  operators  will  be  provided  with  the 
Im's  finest  mterfoces.  These  will 

I  jffy  break  down  a  problem  into  several 
Tnsive  components  It  soves  time,  manpower,  money  And  gets  the  operator  to  react  before 

I I  becomes  o  mojor  problem 


changes  the  flow 

of  the  Nile 

We  bring  electricity  to  the  jungles 
of  Peru,  help  Ukraine's  power  suppliers 
function  in  a  free-market  economy,  and 
operate  power  plants  in  Spain. 


^ 


PPI 


2000.  All  rights  reserved. 


produce  a  much  softer  story.  The  sta- 
tion accuses  them  of  insubordination 
and  biased  journalism. 

Monsanto  isn't  a  party  to  the  law- 
suit. But,  once  again,  it  finds  itself  at 
the  center  of  a  storm — a  familiar  place 
for  a  company  that  attracts  controversy 
the  way  a  porch  light  draws  moths.  It 
was  its  acute  deafness  to  the  growing 
European  hysteria  against  genetically 
modified  food — and  the 
resulting  dip  in  share- 
price — that  drove  Mon- 
santo into  the  arms  of 
Pharmacia-Upjohn, 
which  acquired  it  in  April.  Apparently, 
the  $9  billion  (sales)  St.  Louis-based 
company  has  since  learned  little  about 
damage  control. 

How  else  to  explain  its  $400,000  suit 
against  Percy  Schmeiser?  The  69-year- 
old  Saskatchewan  farmer  is  accused  of 
using  genetically  modified  rapeseed 
without  a  license  from  the  company. 
Schmeiser  insists  the  seed  just  blew 
onto  his  land  from  a  neighbor's  farm; 
Monsanto  says  he  can't  use  it  anyway. 


Yes,  there's  a  principle  at  stake  here.  But 
if  Monsanto  wins,  it  will  look  ogre-like 
turning  on  an  old  man  with  1,300  acres 
outside  Saskatoon. 

Hendrik  Verfaillie,  chief  executive  of 
Monsanto,  admits  the  company  has 


approval  hoops.  He  cites  the  fact  th; 
two  former  Monsanto  employees  he! 
high-ranking  positions  at  the  FDA  whi 
the  agency  was  scrutinizing  the  hoi 
mone.  From  there  he  launches  an  a 
tack  on  BGH's  safety,  claiming  that  thej 
is  evidence  that  milk  from  cows  treate 


been  too  quick  on  the  attack.  But  he 

says  Monsanto  has  rid  its  staff  of  the     with  the  hormone  could  aggravate  di; 
aggressors,  and  he  promises  a  softer     betes  or  cancer, 
touch.  "We  will  defend  our  rights,"  he  A  General  Accounting  Office  inve 

tigation  found  no  ev 

Monsanto  seems  to  attract  controversy 


the  way  a  porch  light  draws  moths. 

says.  "But  we  will  do  it  with  sensitivity." 
Let's  see  how  he  does  against  his 
critics  and  their  sympathizers  in  the 
media.  William  von  Meyer,  geneticist  at 
Fairview  Industries,  a  biochemistry  re- 
search firm  in  Blue  Mound,  Wis.,  has 
become  a  Monsanto  gadfly,  appearing 
on  camera  for  the  Fox  story.  What  got 
him  there  were  his  accusations  that  the 
company  exerted  undue  influence  at 
the  Food  &  Drug  Administration  as  it 
put  bovine  growth  hormone  through 


dence  that  the  compai 

had  exerted  improper  ii 

fluence  in  the  hormone 

approval;    30    countrii 

have  approved  BGH;  the  weight  of  sc 

entific  evidence  is  strongly  in  favor 

its  safety.  But  such  facts  are  no  matt 

for  cancer  hysteria  or  the  Ludditisi 

that  motivates  many  of  Monsanto's  ej 

emies.  Result:  Canada  and  the  Eur 

pean  Union  have  banned  BGH. 

Let's  pray  that  Monsanto  straigh 
ens  out  its  p.r.  machine.  If  it  doesnj 
don't  be  surprised  if  someday  the  an| 
science  crowd  gets  cow  hormones  o 
lawed  in  the  U.S.,  too. 


' 


Hotel  California 

unions   Surfside  labor  strife  is  one  more 
Democratic  Convention  sideshow. 

BY  TIM  W.  FERGUSON 

LOS  ANGELES  IS  ON  EDGE  FOR  PROTESTS  AS  THE 
Democratic  Party  convention  nears,  and  a  little  anxiety 
even  makes  its  way  to  the  luxury  beachfront  at  Santa 
Monica.  There,  a  Loews  Corp.  hotel,  part  of  a  16-unit  ritzy 
chain  overseen  by  Al  Gore  pal  Jonathan  Tisch,  is  caught  up  in 
a  continuing  push  by  union  organizers  in  the  area. 

With  the  gap  between  rich  and  poor  ever  more  embar- 
rassing to  booming  Santa  Monica's  left-leaning  (if  well- 
tanned)  electorate,  two  or  more  city  council  members  have 
been  joining  in  the  periodic  rallies  in  front  of  the  Loews.  At 
the  July  13  shoutfest,  police  in  riot  gear  met  400  marchers 
airing  the  company's  "dirty  linen" — a  laundry  list  includ- 
ing hiring  a  "union-busting"  consultant  at  the  hotel,  mak- 
ing cigarettes  (at  the  Lorillard  unit)  and  drilling  for  oil  (at 
the  Diamond  Offshore  unit). 

The  hotel  has  boosted  $7-per-hour  starting  wages  of 
its  maids  to  $9.50,  but  the  organizers  demand  unioniza- 
tion without  having  to  go  through  a  worker  vote  that  they 
say  would  be  manipulated  by  management.  Loews  is  con- 
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sidered  a  linchpin  for  locking  up  a 
coastal  stretch  where  rooms  go  for 
hundreds  of  dollars  a  night.  Al- 
though a  few  of  its  U.S.  hotels  are 
unionized,  Loews  is  possibly  a 
hard  target,  says  David  Koff  of 
the  Hotel  Employees  &  Restau- 
rant Employees  local. 

Hospitality  makes  up  only  2%  of 
Loews'  $22  billion  in  annual  rev- 
enues, so  the  tussle  is  mostly 
symbolic.  The  AFL-CIO  hi- 
erarchy in  Los  Angeles 
has  called  a  truce  dur- 
ing the  convention, 
but  the  Loews — which 
is  to  host  some  Demo- 
cratic benefactors  but 
no        delegations — 
could  still  be  harassed. 
Tisch  or  no  Tisch, 
you  can  bet  nomi- 
nee Gore  will  skip 
the  beach  on  this 
trip.  F 


Ever  seen  a  computer  deliver  anything?  Close 
a  deal?  Go  with  its  gut?  It's  people  -  your 
customers,  employees,  and  suppliers  -  that 
run  your  company.  And  we've  designed 
PeopleSoft's  new  generation  of  e-business 
applications  to  help  your  people  turn 
e-business  into  e-profits. 

CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 

People  power  the  internet. 


www.peoplesoft.com        1.888.773.8277 
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Drop  The  Chihuahua 

ADVERTISING!  Taco  Bell  shocked  the  ad 
world  when  it  canned  TBWA/Chiat/Day,  the 
agency  responsible  for  the  eatery's  wildly 
popular  talking  chihuahua  campaign.  The 
pooch  made  for  wonderful  kitsch — chi- 
huahua merchandise  generated  $155  million 
retail  over  the  past  two  years — but  it  did  little 
to  boost  the  chain's  sagging  food  sales.  If 
Taco  Bell  puts  the  pup  to  sleep,  it  will  need  a 
new  barker.  Would  one  of  these  qualify? 


Charo 
Bark:  Love  Boat 
veteran  and  salsa 
queen  is  "more 
popular  than  ever," 
according  to  her  of- 
ficial Web  site. 
Bite:  Can 
"Cuchi-cuchi 
Taco  Bell"  strike 
a  chord  with  the 
masses? 


BY  KIRI  BLAKELEY 


Salma  Hayek 

Bark:  Hollywood  starlet. 

Bite:  Career  not  as  hot 

as  Jennifer  Lopez's, 

but  born  south  of  the 

border. 


Cheech  and  Chong 
Bark:  Weed-worshipping 
comedy  duo  could  connect 
with  a  new  generation  of 
munchies  sufferers. 
Bite:  History  tainted  by 
drug  parties. 


Carlos  Santana 
Bark:  Resurgent 
rock  star. 

Bite:  Aging  core  demo- 
graphic unlikely  to 
stomach  the  chalupa. 


Ernesto  Zedillo 
Bark:  Outgoing 
Mexican  president 
would  provide  a 
regal  new  image. 
Bite:  Political 
party  tainted  by 
drug  lords. 
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Frito  Bandito 
Bark:  Erstwhile  Frito-L 
mascot  created  by  Foo 
Cone  &  Belding  Worlc 
wide,  the  agency  takin 
over  Taco  Bell's  $200 
million  ad  account. 
Bite:  Gun-toting  desp 
ado  stereotype  unlike 
to  be  any  more  palata 
to  the  same  Mexican- 
American  community 
that  ran  it  out  of  tow 
in  1970. 


Ricky  Martin, 
Marc  Anthony, 
Enrique  Iglesias 

Bark:  Latin  music's 
reigning  heartthrobs. 
Bite:  Not  a  Mexican 
among  them. 


S 


Speedy  Gonzales 
Bark:  Tie-in  opportunities 
with  Warner  Bros,  movies. 
Bite:  Cat-bashing  rodent 
likely  to  rile  PETA  members 


Pets.com  sock  puppet 

Bark:  Popular  pet  with  the  Internet  set. 

Bite:  Spanish  language  skills  unknown. 


S9a 
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PeopleSoft  Customer  Relationship  Management  is  about  knowing  what  your  customers 
want  -  even  before  they  do.  By  tracking  your  customers'  behavior  and  history,  PeopleSoft's  new 
generation  of  e-business  applications  gets  information  into  the  hands  of  the  people  in  your 
company  who  need  it,  when  they  need  it.  Now,  armed  with  Vantive's  best  of  breed  CRM  technology, 
everyone  can  proactively  forge  and  develop  profitable  customer  relationships  like  never  before. 
Which  is  exactly  the  competitive  advantage  your  people  need  to  successfully  lead  your  business. 


PeopleSoft  CRM  powered  by 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplesoft.com/crm 


OUTFRONT 


Welcome 
Back,  Han 

L  A  w  I  Try  as  he  may,  convicted 
inside  trader  Man  Reich 
can't  avoid  controversy. 


BY  RISHAWN  BIDDLE 

I  LAN  REICH  WROTE  A  FOOTNOTE  TO 
history  as  one  of  the  first  confeder- 
ates of  the  notorious  Dennis  Levine 
to  be  implicated  in  the  1980s  insider 
trading  scandals.  Formerly  a  lawyer  at 
Wachtell,  Lipton,  Rosen  &  Katz,  Reich 
served  a  year  in  prison  in  1987  for  his 
part  in  the  securities  case. 

Quietly  rebuilding  his  name  ever 
since,  he  resurfaced  again  in  1998  at 
Inamed  Corp.,  a  Santa  Barbara,  Calif. 
maker  of  saline  breast  implants.  Even- 
tually rising  to  the  post  of  co-chief  ex- 
ecutive officer,  he  helped  lead  Inamed 
out  of  a  morass  of  crippling  tort  liti- 
gation, fend  off  a  hostile  investor  and 
stop  the  red  ink.  Shares  of  the  $189 
million  (1999  sales)  company  have 
soared  to  $33.56  from  $3  when  Reich 
joined. 

But  not  everyone  agrees  that  Reich 
is  a  changed  man.  Among  his  critics 
are  Gabe  Kaplan,  the  frizzy-haired 
cornball  comedian  from  the  1970s  sit- 
com Welcome  Back,  Kotter,  and  Jon 
Peters,  the  onetime  cohead  of  Sony 
Pictures. 

The  two  are  among  a  group  of  in- 
vestors in  something  called  Medical 
Device  Alliance  (MDA),  another  com- 
parr)  started  by  Donald  McGhan,  the 
founder  of  Inamed.  McGhan,  a  serial 
entrepreneur  who  has  started — and 
bungled — several  medical-device 
companies,  was  running  both  Inamed 
and  MDA  at  the  same  time  in  1997 
when  he  tunneled  $8.4  million  of  in- 
\  esters'  money  out  of  MDA  to  prop  up 
the  floundering  Inamed. 

Today  MDA  is  in  receivership  and 
investors  are  suing  Inamed,  McGhan, 
Wedbush  Morgan  $<.  urities  and  oth- 


ers to  salvage  their  investment.  Reich, 
though  not  named  as  a  defendant,  is 
accused  of  helping  McGhan  cover  up 
the  loans  from  MDA  to  Inamed.  Then, 
when  it  was  time  to  repay  MDA,  Reich 
paid  off  McGhan  with  860,000  re- 
stricted shares  of  Inamed,  shares  that 
the  MDA  investors  say  belong  to  them. 
"Our  money  was  supposed  to  de- 
velop this  miracle  product.  Now  we 
find  out  it  was  being  used  to  pull 
McGhan  and  Reich's  breast  implant 


investment  out  of  trouble,"  fur 
Kaplan,  displaying  little  of  the  se 
of  humor  he  had  as  straight  mar 
John  Travolta  and  the  Sweathogs. 
Adds  Robert  DiMinico,  the  inv- 
ment  manager  who  put  Kaplan  ; 
others  into  MDA:  "McGhan  use 
money  for  his  own  gain  and  Rei 
deal  is  the  proof  of  it."  DiMini 
turn  blames  former  partner  Joseph 
vani,  a  curious  stock  promoter 
colorful  past  (FORBES,  May  4,  1 


"After  three  years  of  Reich  and  McGhan,  the  01 
medical  device  I  want ...  is  my  toothbrush." 
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RecruBng  doesn't  stop  when  people  get  hired 


PeopleSoft  Human  Resources  Management  gives  you  the  ability  to  assess  each  and  every 
employee's  job  satisfaction  in  real  time.  Our  new  Workforce  Analytics  products  help  you  gauge 
how  satisfied  an  employee  might  be  in  terms  of  compensation,  benefits  and  work  environment. 
You  can  even  add  learning,  professional  growth,  and  industry  benchmark  data  into  the  mix.  And 
because  our  new  generation  of  e-business  applications  is  built  to  run  purely  on  the  internet,  you 
can  take  action  on  the  analysis  on  any  web  browser.  So  you'll  always  have  what  you  need  to  keep 
recruiting  your  best  people  —  which  means  you  won't  lose  them  to  your  competition. 


CUSTOMERS  ■  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplesoft.com/hrms        1.888  /73.8277 
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for  suckering  him  into  this  and  other 
deals  that  are  the  subject  of  yet  more 
litigation. 

Fingers  are  pointing  all  around. 
Reich,  whom  McGhan  helped  recruit 
to  the  company  from  a  New  York  law 
firm,  now  accuses  McGhan  of  mis- 
representing where  the  loans  were 
coming  from.  In  yet  another  lawsuit, 
Inamed  accuses  McGhan  of  spending 
$6.4  million  when  he  was  running  In- 
amed to  lease  corporate  jets  from  a 
firm  owned  by  a  prior  chief  executive. 

McGhan,  in  turn,  accuses  Reich  of 
threatening  him  with  federal  investi- 
gations and  shareholder  lawsuits  if  he 
didn't  agree  to  Reich's  deal  to  take  the 
Inamed  shares  in  lieu  of  cash. 

Reich  denies  that  he  helped 
Mc<  >han  cover  anything  up,  and  that 


"Our  money  was  supposed  to  develop  this 
miracle  product ...  it  was  being  used  to  pull 
McGhan  and  Reich's  investment  out  of  trouble." 


if  anybody  is  at  fault,  it's  McGhan.  But 
as  far  as  Inamed's  former  auditors  at 
what  used  to  be  called  Coopers  &  Ly- 
brand  were  concerned,  Inamed's  ac- 
cepting the  MDA  money  in  the  first 
place  was  an  "illegal  act"  that  violated 
the  terms  under  which  MDA's  share- 
holders invested.  Even  after  resigning 
in  March  1998,  the  accountants  re- 
fused to  sign  off  on  Inamed's  10-K 
until  the  matter  was  resolved. 

McGhan  was  booted  out  of  MDA 
last  year,  but  Kaplan  and  his  fellow  in- 
vestors will  have  a  hard  time  retrieving 


their  money.  The  Inamed  shares  MI 
recovered  from  McGhan  in  payback  f 
the  money  he  moved  to  Inamed 
worthless  so  long  as  Reich  refuses  to 
transfer  restrictions  on  them.  And  j 
won't  do  that  until  MDA  releases  I 
amed  from  liability  in  the  suit  agaiij 
McGhan  et  al. 

"It's  a  baseless  lawsuit,"  huffs  Rek 
"If  they  want  to  fight  it,  that's  fine. 

Kaplan  is  unamused.  "After  thij 
years  of  Reich  and  McGhan,  the  or 
medical  device  I  want  to  deal  with 
my  toothbrush." 


Ad  Hoc 


LABOR    A  talent  strike  is  making  it  tough  for  companies  that  rely  on  a  regular  celebrity  endorser.  Nike, 
one,  was  left  hanging  when  Tiger  Woods  canceled  a  commercial  shoot  early  in  the  strike  by  the  Screen  Ac 
( Juild  and  the  American  Federation  of  Television  &  Radio  Artists.  Since  then,  advertisers  scrambling  to  compl 
u>mmercials  before  the  new  fall  TV  season  and  the  Olympics  have  been  forced  to  find  creative  ways  to  w( 
around  a  lack  of  union  talent.  Some  are  more  resourceful  than  others.  — Joanne  Got 


Advertiser 


Reebok 


Subaru 


Dos  Equis 


Dodge 


Dilemma 


Needed  to  shoot  commercials  or 
forfeit  26  30-second  commer- 
cial spots  during  the  CBS  show 
Survivor. 


Spokesman  Paul  Hogan  can- 
celed a  shoot  one  week  before 
filming,  stranding  production 
crews  in  Canada. 


LastMinuteTravcl  com 


Strike  kept  voice-over  talent 
from  recording  a  radio  campaign. 

Spokesman  Edward  Herrmann 
refused  to  record  new  voice- 
overs  for  a  TV  campaign. 


Popular  Super  Bowl  spot 
featuring  cowboys  spawned 
plans  for  a  campaign.  Strike  put 
follow-up  ads  on  hold. 


Solution 


Tapped  ousted  Survivor  t 
members  and  other  non- 
union folk  for  spots  taile 
to  the  Survivor  theme.  I 


New  Hogan  ads  are  on 
hold.  Subaru  crew  filmed 
mountain  scenery  for 
stock  footage. 


Ad  agency  employees 
provided  voice-overs. 

Bits  of  old  recordings 
were  stitched  together 
to  create  new  piece. 

Abandoned  TV, 
rechanneled  $5  million^ 
sports  sponsorships,  | 
on  Yahoo,  train  static 
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URORA  OWNER  FINALLY  FINDING  HIGHWAY 


'NTS  TO  ADOPT. 


The  entirely  new  2001  Aurora  has  the  Enhanced  Agility  System,  an  integrated  group 

of  components  that  immediately  responds  to  the  road,  and  to  you. 

Making  paternal  feelings  toward  asphalt  seem  perfectly  normal.  Start  Obsessing. 


idsmobile.com    1-87  7-438-AURORA 
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With  a  new  $2.4  billion  television  deal,  Nascar's  France  family  seems 
to  be  zooming  ahead.  But  there's  trouble  'round  the  bend. 


THE  VIEW  FROM  NASCAR'S 
New  York  offices,  high  above 
Park  Avenue,  goes  on  for 
miles.  So,  apparently,  does  the 
good  fortune  of  the  France 
family,  whose  patriarchs  William  Jr.  and 
brother  James  are  the  sole  shareholders 
of  the  closely  held  stock-car  racing  gov- 
erning body.  Last  year  Nascar  pulled  in 
an  estimated  $119  million  in  sanction- 
ing, licensing  and  television  rights  fees, 
according  to  Paul  Kagan  Associates. 
The  France  family  also  controls  the 
publicly  traded  International  Speedway 
($298  million  in  fiscal  1999  revenues), 
which  owns  racetracks  that  run  Nascar- 
sanctioned  races.  Together  the  two 
companies  give  the  France  brothers  a 
$1.6  billion  net  worth. 

That's  about  to  rise  again.  In  No- 
vember NBC,  Fox  and  TBS  agreed  to  pay 
$2.4  billion  over  six  years  for  the  rights 
to  Nascar's  Winston  Cup 
racing  series,  the  sport's  first 
bona   fide   network   deal. 


Under  the  terms  track  owners  get  65% 
of  the  money,  the  drivers  and  teams, 
25%,  and  Nascar,  10%.  That  doesn't  in- 
clude $48  million  of  sponsorship  rev- 
enues and  $35  million  of  licensing  fees 
it  generated  last  year,  according  to 
Kagan.  "We  haven't  had  our  moment 
yet,"  says  Bill  Jr.'s  son,  Brian,  38.  "We're 
a  sport  that's  poised  for  great  things." 

Or  are  they?  Having  transformed 
Nascar  from  a  backwater  southern 
sport  into  a  marketing  phenom,  the 
Frances  have  yet  to  make  stock-car  rac- 
ing a  mainstream  sport.  That's  what  the 
TV  deal  is  designed  to  do.  And  both  Fox 
and  NBC  are  taking  a  big  chance:  To 
begin  to  recoup  their  investment,  the 
networks  will  have  to  boost  ad  rates 
next  year  by  at  least  50%,  which  they're 
unlikely  to  get.  But  there  are  signs  that 
Nascar's  growth  and  popularity  are 
falling  off.  And  there  is  trouble  perco- 


BY  JOHN  GO! 


lating  within  the  France  family  as 
battles  cancer  and  no  strong 
has  emerged. 

Nascar's  power  derives  fin 
monopolistic  way  the  sport  is 
tured.   As   the   founding   fa 
Nascar,  the  Frances  have  arrogai 
year  the  right  to  decide  by  th 
which  tracks  receive  race  dates, 
ing  the  sport's  premier  series,  the* 
ston  Cup  races.  The  average  Cup  i 
next  year,  estimates  Salomon  S 
Barney  analyst  David  Riedel,  will 
ate  $1 1  million  in  operating 
(net  before  depreciation,  int 
taxes)  for  a  track  owner.  That's 
when  everyone  shares  in  the 

But  the  Frances  have  been 
additional  Winston  Cup  dates 
in  which  they  have  financial  id 
Since  1997  they've  scooped  up 
the  past  five  new  dates.  Next 


Ihft 
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Frances  have  yet  to  transform  stock-car^ 


arketi 


non  into  mainstream  national  sport. 


family's  affiliated  tracks  will  host  22  of 
39  Winston  Cup  races.  Assuming  the 
dates  and  revenue  shares  remain  the 
same,  Nascar  will  take  in  $240  million, 
and  International  Speedway  $750  mil- 
lion, over  the  life  of  the  TV  deal.  Brian 
sees  no  conflict  of  interest,  and  denies 
that  Nascar  favors  International  Speed- 
way. "Even  though  there's  some  cross- 
ownership,  the  objectives  and  goals  are 
absolutely  independent,"  he  insists. 

Not  everyone  sees  it  that  way— es- 
pecially Bruton  Smith,  chairman  of 
Speedway  Motorsports,  the  number 
two  track  owner.  Smith  started  out  pro- 
moting races  at  North  Carolina  quar- 
ter-mile dirt  tracks  four  decades  ago. 
His  rivalry  with  the  Frances  extends 
back  almost  as  far.  "It's  like  a  runaway 
freight  train,"  Smith  says  of  the 
Frances'  ambitions.  Don't  feel  too  sorry 
for  Smith.  He's  getting  a  windfall  from 
the  new  TV  package  that  Nascar  negoti- 
ated. But  he's  angry  that  his  giant  Texas 


Motor  Speedway  in  Dallas,  built  in 
1996  for  $250  million,  hasn't  gotten  a 
second  Winston  Cup  date.  Many  Inter- 
national Speedway  tracks  have  two 
dates  but  are  in  small  markets,  like  Dar- 
lington, S.C.  "We've  been  promised  that 
date  and  we  don't  have  it,"  he  fumes. 

Nascar  can't  afford  enemies — not 
with  signs  that  stock-car  racing  may 
have  peaked.  Network  TV  ratings  for 
Winston  Cup  racing  are  down  5%  at 
CBS  and  9%  at  ABC.  Brian  shrugs  off 
such  concerns,  blaming  ABC  and  CBS 
for  not  promoting  the  races  enough  in 
a  lame-duck  season.  More  worrisome  is 
an  ESPN  poll  noting  that  fan  interest  in 
Nascar  has  fallen  from  47%  of  the  U.S. 
population  in  1998  to  39%  recendy. 

International  Speedway  has  already 
taken  a  hit.  In  July  executives  informed 
investors  they're  adding  only  20,000 
new  seats  to  racetracks  next  year,  in- 
stead of  the  planned  45,000.  Reason: 
weaker-than-expected  advance  ticket 


s  ~jx  I 


sales.  (Indeed,  for  the  Pepsi  400  racz 
Daytona  over  July  4,  empty  seats  w 
visible  on  the  backstretch.)  Inter: 
tional  Speedway  shares  have  since  & 
26%  to  a  recent  $32. 

As  Nascar  reaches  for  a  hi; 
mographic,  rising  ticket  prices 
hurting  sales.  The  first  stock-car  t 
in  the  1940s  were  southern  bootkgJ 
who  used  souped-up  cars  to  deliver  i 
gaily  made  whiskey  and  evade  fede 
revenue  agents.  Through  the  Wj 
Nascar's  core  fans  remained  staund  [ 
blue    collar    and    southern.   Toe. 
through  the  massive  addition  of  em  [ 
sive  seats  at  tracks,  Nascar  has  lura  [ 
more  affluent  and  diverse  fan  base  3 
are  female  and  40%  earn  more  d 
S50.000  a  year.  That  risks  alienaa  I 
Nascar's  core  fans.  You  now  hawr  [ 
spend  80  bucks  for  admission  to  the ; 
erage  Winston  Cup  race.  Add  in  it*  l 
gas  and  lodging,  and  a  family  of 
can  easily  drop  $1,000  in  one  wi 

Beneath     the     marketing 
emerges  a  grim  reality:  Winston 
racing  is  getting  boring.  At  this  jtt 
Pepsi  400  at  Daytona  Beach  last  meni 
arguably  the  sport's  showcase  tra^f 
lead  changed  just  10  times,  7  of 
pit  stops.  (Compare  that  wi 
record  75  lead  changes  at  T; 
during  1984's  Winston  500.)  Th 
tona  500  in  February  was  just  as 
ingly  dull.  Blame  Nascar's  1987 
sion  to  require  restrictor  pla 
race-car  engines  at  the  Dayton 
Talladega  tracks  to  keep  cars 
going  too  fast.  That,  however, 
passing.  "Racing  with  restrictor 
an  insult,"  says  Darrell  Waltrip,  a 
time  Winston  Cup  champion 
been  racing  stock  cars  for  30  y< 
trip  also  faults  Nascar's  obse 
keeping  the  playing  field  too  1 
squelching  innovation  in  en 
body  design.  "Everybody  just 
line  and  follows  each  other,"  he 

A  dropoff  in  the  business 
come  at  a  worse  time.  Bill  Fr 
who  is  largely  responsible  for 
phenomenal  growth,  is  reported 


Nascar  can't  afford  enemies-not  with  signs  that  sti 
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ill  with  lung  cancer  and  the 
rs  of  chemotherapy.  The  o"-vear- 
hairman  has  given  u  p 
ing  of  the  company.  The  family 
lot  discuss  his  condition.  But  it 
elling  that  he  apparent. 
nough  to  attend  the  recent  Pepsi 
n  Daytona  to  welcome  Republican 
iential  candidate  George  W.  Bush, 
e  are  no  obvious  choices  for  a 
;ement  within  the  family.  Bill 

brother,  Jim,  a  Vietnam  vet- 
is  soft-spoken  and  self-effacing: — 
k  contrast  to  his  blunt  and  hard- 
i  sibling — and  would  rather  spend 
on  his  fishing  boat  than  run 

■.  No  one  in  the  industry  thinks 
vho  was  never  groomed  for  the 
nas  the  stomach  for  the  job. 

for  Brian,  while  he  has  plaved  a 
[  role  in  expanding  Nascars  mar- 

the's  considered  arrogant  by  the 
y,  missing  his  father' s  tact  and 
Where  his  father  would  prowl 
es  on  every  race  day,  Brian  is 
comfortable  in  New  York,  cutting 
ing  deals.  Lesa  Kennedy,  Brian's 
and  an  executive  at  International 
.  is  capable  but  will  not  get  the 
ose  this  still-macho  sport  can't 
having  a  woman  in  charge, 
ould  anyone  risk  exploiting  the 
e  family's  moment  of  weakness? 
ears  there  have  been  rumors  of 
D  Smith's  creating  his  own  racing 
e  without  the  Frances.  "That 
1  be  a  calamity,"  says  the  73-year- 
ously.  But  it's  clear  he  wants  more 
r.  "We  should  all  have  more  of  a 
n  what  is  going  on,"  he  says, 
an  isn't  about  to  upset  the  cur- 
alance  of  power — or  make  radi- 
anges  in  Nascar.  The  new  TV  deal, 
:ues,  will  spur  attendance  and  rat- 
He'd  better  hope  so:  Returns  on 
-d  capital  at  International  Sp 
nk  to  5%  last  year  from  . 
fter  two  expensive  acquisit: 
thing,"  he  says,  "is  tempered 
.1  that  you  don't  want  to  screw 
it  you  have  today. "  Wi  rth 

ibering.  f" 

I  have  peaked. 


Let  Us  Spray 

If  the  EPA  wants  to  protect  asthmatic  kids, 
why  cut  off  the  most  effective  insecticide? 


BY  MICHAEL  FUMENTO 

CDHOOD   A 
rates,  particulariv  among 
the  nation's  poor,  have 
rocketed — thanks  largely  to 

left   by   cockroac 
You'd  think  the  feds  would  do 
>  "_hey  could  to  protect 
kids  from  these  little  fiends. 

Instead,  the  Environmen- 
tal Protection  -  .         is  phas- 
ing out  the  most  effective 
roach  killer — the  insecticide 
chlorpyriphos — for   use   in 
household  products.  Made 
chiefly  by  Dow  AgroSciences 
under  the  trade  name  Durs- 
ban,  it's  used  in  more  than  800  prod- 
ucts and  is  applied  an  estimate 
million  times  a  year  to  homes  and 
schools. 

r  Because  the  EPA  has  deter- 
mined that  high  concentrations  of 
chlorpyriphos  may  cause  brain  dam- 
age in  the  children  of...  rats.  Extrapo- 
lating the  case  to  kids  is  a  scientifically 
indefensible — and  an  economically 
reprehensible — action. 

The  usual  maximum  allowable  ex- 
posure to  a  pesticide  is  ten  times  lower 
than  the  highest  level  shown  to  have 
no  effect  on  human  test  subjects,  if 
human  data  are  available.  In  this  case 
there  were  three  clinical  studies  by 
Dow  that  showed  no  adverse  effects 
on  people,  even  at  the  highest  doses. 
But  the  agency  looked  only  at  animal 
studies,  also  by  Dow,  where  it  found 
no  harmful  results  at  similar  exposure 
levels  when  adjusted  for  body  weight 

Using  animal-only  data  allowed 
the  EPA  to  add  an  additional  tenfold 
factor  to  account  for  possible  dis- 
parate effects  on  humans  and  animals. 
In  moving  to  ban  chlorpyriphos  it 
added  yet  a  third  tenfold  safety  factor, 
reducing  the  maximum  human  expo- 
sure to  30  nanograms  per  kilogram  of 


body  weight  per  day. 

Protecting  children  is  a  vital  mis- 
sion. But  the  EPA  unfairly  drew  its 
conclusions  on  the  basis  of  one  out  of 
more  than  100  studies  Dow  has  sub- 
mitted over  the  past  few  years.  One  re- 
sult showed  reduced  weight  and 
higher  death  rates  in  rat  offspring  :  : 
pups  J  when  pregnant  mothers  had 
ive  doses  of  chlorpyriphos 
pumped  directly  into  their  stomachs. 
The  mothers  were  all  flagrantly  poi- 
soned, and  it  shouldn't  surprise  any- 
one that  they  were  less  able  to  nourish 
their  offspring  as  a  result,"  says  Dr. 
Michael  Mullins,  a  toxicologist  at 

hington  University  in  St.  Louis, 
second  result  showed  that  one 
part  of  the  brain  of  rat  offspring 
whose  mothers  had  chlorpyriphos 
pumped  into  their  bellies  was  slightly 
thinner  than  the  control.  But  this  oc- 
curred at  the  middle  dose,  not  at  the 
high  dose.  Mullins  thinks  it  was  either 
a  statistical  fluke  or  a  problem  in  ac- 
curately measuring  something  so  tiny. 

"The  losers  in  this  are  the  public," 
says  Robert  Krieger,  a  toxicologist  at 
the  University  of  California,  Riverside. 
"No  doubt  Dow  and  the  EPA  will  do 
fine"  Not  to  mention  the  roaches.   F 
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"This  Is  Not  About  Charity' 

Anna  Ouroumian  tells  poor  kids  that  capitalism  can  overcome 
almost  any  hardship.  Lucky  for  them,  she  knows  from  hardship. 

BY  ANN  MARSH 
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IT  ISA  MED  SUMMER  I  >.V>  AT  THE  UNIVERSITY  OF  SOUTHERN 
California,  and  Anna  Ouroumian  faces  a  tough  crowd.  The 
100  high  school  students  have  seen  it  all:  gang  warfare,  do- 
mestic violence,  racism,  drug  abuse. 

But  they  haven't  seen  tana.  She  tells  o(  life  in  Beirut — 
how  her  alcoholic  father  died  when  she  was  a  baby,  her 
mother  was  too  ill  to  raise  her,  and  her  uncle  left  her  at  a  bul- 
let-riddled orphanage  when  she  was  a  toddler.  She  figures  she 
was  3  the  first  time  she  saw  someone  get  killed  on  the  street. 
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Once  she  wanted  to  be  a  nun.  Our 
now  preaches  business  I 


"1  couldn't  turn  to  my  mom.  1  couldn't  turn  to  myi 
Did  this  little  girl  cry?  Yes,  she  cried  a  lot,"  Ouroumianj 
Ivan  Barba,  17,  sits  spellbound  and  feels  somethings! 
side  himself.  "1  thought  /  had  it  hard,"  he  says  later. 

That's  exactly  the  kind  of  epiphany  Ouroumian,  2( 
to  provoke.  Then  comes  her  real  point:  Despite  the 
she  tinned  a\k\  so  can  you,  kids.  At  age  17  she  arrive 
in  the  U.S.  five  years  latei  she  graduated  at  the  top' 
class  at  Til  \  mk\  detoured  into  philanthropy;  one  i 
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OVERLOOKED  TRUTH  ABOUT  B2B 


E-COMMERCE:   PEOPLE   CAN'T 
BUY  WHAT   THEY   CAN'T    FIND. 

Ironically,  the  sue*  f  the  B2B  e-commerce 

lution  1  i   human  principles. 

Namely,  the  degree  to  which  end-u  perience  a  huv- 

trom  their  desktops  that  is  intuitive,  painless 

tul.  At  Requisil  i  this  need  early 

tent  management  to 

and  finding  techno  lobal  2000  buyers, 

et  market  n  imp  up  and  realize  ROI 

updates   easily, 

rent  information.  When 

.  is  truly  that  simple.  evervbod\   wins. 

ules  about  B2B 
. 

requisite 
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aims  to  get  a  Harvard  M.B.A.  and  pursue  a  career  in  business,  tors  and  internships. 

A  compact  Gloria  Estefan  look-alike,  Ouroumian  runs  "I  tell  them,  'This  is  not  about  charity.  I  don't  feel  sorr 

the  nonprofit  Academy  of  Business  Leadership,  a  tiny  charity  for  you,  just  like  I  don't  want  you  to  feel  sorry  for  me, 

that  drills  into  kids  the  notion  that  they  can  create  their  own  Ouroumian  says.  Never  be  ashamed  of  where  you  corrfc 


wealth.  "I  tell  you  guys,  I  know  I'm 
going  to  be  very  rich  one  day,"  she 
exults,  throwing  her  arms  out  wide. 
"Maybe  someday  we  can  do  business 
together." 

Over  a  seven-week  summer  ses- 
sion, the  youngsters  break  into 
groups  and  write  50-page  business 
plans  for  their  dream  companies.  Re- 
cent pitches:  a  17th-century- themed 
bed-and-breakfast,  a  drive-through 
espresso  cafe  and  an  auto  parts  outfit 
for  teenagers  with  souped-up  cars. 
Students  must  support  their  plans 
with  real-world  data — office  rent, 
wages,  taxes,  insurance.  They  visit  Los 
Angeles  companies  and  hear  success 
stories  from  executives  who  came 
from  nothing,  and  those  who  came 
from  privilege.  They  run  imaginary 
$100,000  stock  portfolios  and  com- 
pete for  cash  prizes.  Some  get  men- 
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from,  she  preaches.  "I  didn't  choa 
where  I  came  from — but  I  definite  i 
chose  where  I  am  today." 

ABL  was  formed  in  1992  by  an  < 
ecutive  at  Southern  California  Ed 
son,  where  it  still  occupies  free  offt  t 
space.  In  early  1998  Ouroumian  wi  : 
hired  to  revive  the  tiny  charity  (ful  t 
time  staff:  three).  It  had  run  up 
$40,000  deficit,  and  even  its  ow  r 
board  worried  it  wouldn't  surviv 
Since  then  she  has  doubled  anni 
fundraising  to  $700,000,  tripled  sh 
dent  enrollment  to  329  and  added 
year-round  mentoring  program. 


"I  tell  them  right  away,  1  don't  feel 

sorry  for  you,  just  like  I  don't 

want  you  to  feel  sorry  for  me.' " 


ege  campuses  participate,  up  from  just  two.  Her  salary  has 
n  from  $45,000  to  $64,000. 

Once  or  twice  a  day  the  kids  hear  from  a  businessman  like 
nard  Hartnack,  vice  chairman  of  Union  Bank  of  Califor- 
Ouroumian  buttonholed  him  after  a  rubber-chicken  lun- 
on  in  Los  Angeles.  "People  come  up  to  me  with  that  kind 
tuff  all  the  time,"  Hartnack  says.  "I  thought,  'Anybody 
)'s  this  good  this  young  deserves  an  audience.' "  Joan  Pay- 
,  president  of  Payden  &  Rygel,  which  manages  S32  billion 
ssets,  became  an  adviser  after  Ouroumian  looked  her  dead 
le  eyes  and  said,  "loan,  what  ABL  really  needs  is  a  cham- 

'  Now  Payden  hires  some  of  the  kids  as  interns. 
ABL  graduate  Anna  Laguna,  19,  is  the  first  member  of  her 
ily  to  attend  college.  She  earns  $16  an  hour  at  J.R  Morgan 
o.  in  downtown  Los  Angeles,  while  attending  Cerritos 
Jege.  "Because  of  ABL,  I  have  a  future.  Before,  I  wasn't 
l  planning  on  going  to  college,"  she  says. 
Anna  Ouroumian  can  empathize.  When  she  was  growing 
n  Beirut,  "None  of  us  could  see  a  future  for  ourselves,"  she 
Her  first  orphanage  had  no  electricity  or  running  water, 
rade  school  she  moved  to  an  orphanage  on  the  battle  line 
ding  warring  Christians  and  Muslims.  The  kids  slept  in  an 
ty  theater  that  also  served  as  a  makeshift  hospital.  The 
inded  cried  in  the  night.  Bullets  ricocheted  overhead. 
\s  a  teenager  Ouroumian  studied  at  the  American  Uni- 
ity  of  Beirut  on  scholarship,  but  the  war  dragged  on.  "I 


just  could  not  take  it.  I  was  going  to  lose  my  mind.  I  had 
survived,  and  what  for?" 

A  priest  told  her  to  escape.  So  she  took  an  illegal  trip  by 
fishing  boat  into  the  Mediterranean,  amid  sporadic  shelling, 
and  clambered  onto  a  vessel  bound  for  Cyprus.  Refugees 
swarmed  the  U.S.  Embassy,  but  she  talked  her  way  past  the 
hordes  and  got  a  visa. 

When  Ouroumian  flew  to  the  States  weeks  later,  she 
barely  spoke  English.  She  carried  with  her  two  books  in 
French — a  biography  of  Ronald  Reagan,  and  one  promising 
"everything  you  can  learn  at  the  Harvard  Business  School." 
She  kissed  the  ground  after  landing  in  Los  Angeles. 

Anna  had  one  lead:  A  nun  from  her  orphanage  was 
posted  at  a  convent  in  Glendale,  Calif.  There  she  went,  and 
the  nun  let  her  sleep  on  a  rollaway  bed  in  a  classroom.  In  ex- 
change, Ouroumian  ran  the  convent's  summer  school. 

At  UCLA  she  landed  an  internship  with  her  hero,  the  re- 
tired President  Reagan.  At  graduation,  three  years  later,  she 
was  chosen  as  one  of  four  outstanding  seniors  in  a  class  of 
10,500.  She  had  planned  to  become  an  investment  banker 
but  was  drawn  to  charity  work  at  President  Clinton's  Ameri- 
Corps  program  and  other  groups. 

Ouroumian  recendy  crossed  paths  with  Secretary  of  State 
Madeleine  Albright,  telling  her,  "I  would  love  to  do  your  job." 
"She  looked  at  me,"  Ouroumian  says,  "and  flashed  this  big 
smile  and  said,  'Go  for  it' "  F 
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Identity  Crisis 

The  Net  makes  an  awful  lot  of  data  very  accessible  and  free. 
So  how  is  Lord  Thomson  going  to  make  a  living  selling  it? 


BY  BRETT  PULLEY 

KENNETH  R.  THOMSON,  THE 
famously  low-profile  chairman  of 
the  Toronto-based  media  empire 
known  as  the  Thomson  Corp.  and  one 
of  the  richest  people  in  the  world, 
makes  an  uncharacteristic  cameo  in  a 
slick  new  video  the  company  produced 
for  Thomson  family  shareholders. 

"Content  has  always  been  the 
lifeblood  of  the  corporation,"  the  76- 
year-old  namesake  savs  of  the  company 
that  runs  Canada's  the  Globe  and  Mail 
and  once  owned  the  Times  of  London. 
But  these  days,  he  concedes,  "My  father 
would  not  recognize  the  company  he 
founded  over  60  years  ago." 

His  shareholders  don't  either — 
hence  the  explanatory  video.  Thomson 
is  bailing  out  of  the  comfortable  mo- 
nopoly world  of  small-town  newspaper 
publishing,  selling  off  its  remaining  54 
newspapers  for  more  than  $2.5  billion. 
It  is  placing  its  chips  on  the  dicey  world 
of  electronic  information— never  mind 
that,  on  the  Web,  an  ever  larger  torrent 
of  data  comes  free  of  charge. 

Thomson,  75°o-owned  bv  the  found- 
ing family  and  with  annual  soles  o\  $?.? 
billion  once  the  newspaper  sale  is  com- 
pleted, is  bent  on  becoming  the  domi- 
nant plaver  in  the  online-data  business. 


Thomson's  information  business  has 
grown  rapidly  over  the  past  decade,  and 
a  vast  international  market  beckons. 


J         Thomson's  information  sales 
have  increased  this  amount  since 
1989,  thanks  mostly  to  acquisitions. 


1999  sales  from 
electronic-based  information 
products,  up  9S  from  previous  year 

L  /      of  sales  stiil  come  from  North 
America,  but  recent  acquisitions  will 
help  oreign  presence. 
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Roy  Thomson  (top)  built  a 
newspaper  power.  His  son, 
Kenneth,  dismantled  it. 


serving  lawyers,  scientists, 
financial-services  firms 
and  other  professions.  Its 
portfolio  includes  the 
Westlaw  legal  database, 
First  Call  earnings  fore- 
casts and  Physicians' Desk 
Reference.  In  the  past  30 
months  Thomson  has 
spent  S3. 5  billion  to  buy 
still  more,  including  Pro- 
metric,  and  Dialog's  on- 
line business  Also  included  in  that 
amount  is  a  recent  agreement  to  spend 
$842  million  (less  assumed  debt)  for  Pri- 
mark,  which  controls  A-T  Financial  In- 
formation, Baseline  and  Disclosure. 

With  the  newspaper  cash,  a  balance 
sheet  that  has  $2.3  billion  in  debt  and  a 
strong  stock—  recently  $41.60,  up  60% 
this  year — Thomson  can  afford  to  do  a 
lot  more  buying. 

"The  idea  is  to  be  a  full-sen  ice 
provider  for  the  professional, "  says 
Richard  1.  Harrington,  Thomson's  chief 
executiv*  he  allows,  the  Web 

holds  a  weab  e  data,  but  Thom- 

son van  dime  selling  highl)  reliable 
that  has  been  manipulated  and 
imlined  for  particular  needs. 


It  all  amounts  to  quite  a  m 
The  company's  founder,  Roy  Th< 
a  Toronto  native  who  sold  spai 
parts  and  radios  before  buying  h  fi 
newspaper  for  $5,800  in  1934,  waaj 
vout  newspaperman.  He  bee 
British  citizen  and  in  1964  wasJ 
the  royal  title  of  Lord  Tho 
Fleet,  a  nod  to  the  river  that  runs! 
London's  newspaper  district. 

Roy  Thomson  died  at  age  2 
1976,  and  control  of  the  family  i 
ness — as  well  as  the  Lord  title — njj 
to  his  son,  Kenneth,  who  was  521 
neth  wasted  no  time  shedding 
selling  the  Times  of  London  to 
Murdoch  a  few  years  later. 

Ken  Thomson  is  ranked  by 
(July  3)  as  the  10th -richest  per: 
the  world,  based  on  his  famil 
worth  of  $16.1  billion.  He  steps 
in  two  years,  leaving  the  chairm 
in  the  unproven  hands  of  his  o 
David  Thomson,  43.  David  sits 
board  but  has  no 
ing  role  at  the  co 
Upon  his  father's 
David  will  inhe 
Lord  tide  that  beg 
his  grandfather. 

For  many  of 
years  that  David's 
has  overseen  the 
empire,  Thomson': 
ness  was  easy  eno 
grasp.  The  co 
owned  more  tha 
community  newspapers  in  the  U. 
Canada;  was  part  of  a  consort! 
pumped  oil  from  beneath  the 
Sea;  and  controlled  a  dominant 
Britain's  packaged-tour  travel  b 
(The  oil  holdings  were  sold 
and  the  travel  business  in  1998.) 

The  newspapers,  in  smaller 
like  Appleton,  Wis.  and  Cumb 
Md.,  were  bare-bones  operatioi 
editors  pinched  pennies  and  a< 
reaped  fat  returns,  often  able  t< 
monopoly  pricing.  By  1989  the 
contributed  half  of  operating  pwj 
Thomson  went  electronic,  the 
still  flourished.  Last  year  the  gro 
sales  increased  10%,  total 
grew  6%  to  $810  million,  and 


Dment  with  my 
doctor  ended  two  awkward  years 
with  my  wife. 
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— VIAGRA  has  shown  improvement 
in  erectile  function  in  4  out  of  5 
men  compared  with  I  out  of  4  for 
sugar  tablets 

— More  than  17  million  prescriptions 
written  in  the  United  States* 

— Effective  and  well  tolerated  in  a 
variety  of  patients 

— More  than  6  million  men  in  the  US 
have  been  prescribed  VIAGRA 
1 1  million  were  also  taking  blood 
pressure-lowering  medication) 


/  \     /J  /,  pressure-lowering  medicatii 

With  VIAGRAf  she  and  I  have 
a  lot  of  catching  up  to  do. 
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.RA  is  not  for  eve., 

n  of  sexual  activity  It  you  have  chest  pains,  dizziness,  or  nausea  during  sex,  stop  and  immediately 
doctor 

j  u  re  a  man  whc  uses  nitrate  drugs,  never  take  VIAGRA — your  blood  pressure  could  suddenly  drop 
safe  level   With  VIAGRA,  the  most  common  side  effects  are  headache,  facial  flushing,  and  upset 

. !  \GRA  may  also  briefly  cause  bluish  \  ision,  sensitivity  to  light,  or  blurred  vision.  In  the  rare  event 
ction  lasting  more  than  4  hours,  seek  immediate  medical  help.  Remember  to  protect  yourself  and 

...  I  1  •  _     _     _ 


ner  trom  sexually  transmitted  diseases 


fit  summan  of  infoi 
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mg.  100-mgi  tablets  on  the  following  page 
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i doctor  if  a  FREE  TRIAL  of  VIAGRA  is  right  for  you. 

information,  call  1-.^-  -,- ,■'-       '  viS't  www.viagra.com. 


(sildenafil  citrate) tablets 

Love     life     again. 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

VIAGRA 

(sildenafil  citrate) ubUu 
This  summary  contains  important  information  about 
VIAGRA*.  It  is  not  meant  to  take  the  place  of  your  doctor's 
instructions.  Read  this  information  carefully  before  you  start  taking 
VIAGRA.  Ask  your  doctor  or  pharmacist  if  you  do  not  understand 
any  of  this  information  or  if  you  want  to  know  more  about  VIAGRA 

This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors  However,  VIAGRA  is  not  tor  everyone.  It  is  intended  for 
use  only  by  men  who  have  a  condition  called  erectile  dystunction 
VIAGRA  must  never  be  used  by  men  who  are  taking 
medicines  that  contain  nitrates  of  any  kind,  at  any  time. 
This  includes  nitroglycerin.  II  you  take  VIAGRA  with  any 
nitrate  medicine  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  or  life  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in 
men.  It  can  help  many  men  who  have  erectile  dysfunction  get  and 
keep  an  erection  when  they  become  sexually  excited  (stimulated) 

You  will  not  get  an  erection  just  by  taking  this  medicine  VIAGRA 
helps  a  man  with  erectile  dyslunction  get  an  erection  only  when  he 
is  sexually  excited 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  tills  with  more 
blood  than  usual  The  penis  then  expands  and  hardens  This  is 
called  an  erection  Alter  the  man  is  done  having  sex,  this  extra  blood 
tlows  out  of  the  penis  back  into  the  body  The  erection  goes  away 
II  an  erection  lasts  for  a  long  time  (more  than  6  hours),  it  can 
permanently  damage  your  penis  You  should  call  a  doctor 
immediately  it  you  ever  have  a  prolonged  erection  that  lasts  more 
than  4  hours 

Some  conditions  and  medicines  interfere  with  this  natural  erection 
process  The  penis  cannot  fill  with  enough  blood  The  man  cannot 
have  an  erection  This  is  called  erectile  dystunction  if  it  becomes  a 
frequent  problem 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may 
not  be  advisable  lor  people  who  have  heart  problems  Before  you 
start  any  treatment  for  erectile  dyslunction.  ask  your  doctor  if  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex  If 
you  have  chest  pains,  dimness  or  nausea  during  sex.  stop  having 
sex  and  immediately  tell  your  doctor  you  have  had  this  problem 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation  When  a  man  is  sexually  excited,  VIAGRA  helps 
the  penis  till  with  enough  blood  to  cause  an  erection  Alter  sex  is 
over,  the  erection  goes  away 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  (How  Sex  Atlecls  the  Body),  ask  your  doctor  il 
your  heart  is  healthy  enough  lor  sexual  activity 

II  you  take  any  medicines  thai  contain  nitrales-either 
regularly  or  as  needed-you  should  never  take  VIAGRA. 

It  you  take  VIAGRA  with  any  nitrate  medicine  or  recreational  drug 
containing  nitrates,  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  level  You  could  get  dizzy,  taint,  or  even  have  a  heart 
attack  or  stroke  Nitrates  are  found  in  many  prescription  medicines 
that  are  used  to  treat  angina  (chest  pain  due  to  heart  disease)  such 
as 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes, 
and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrale  (tablets 
that  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  lound  in  recreational  drugs  such  as  amyl  nitrate 
or  nitrile  ("poppers")  II  you  are  nol  sure  il  any  ol  your  medicines 
contain  nitrates,  or  il  you  do  not  understand  what  nitrates  are. 
ask  your  doctor  or  pharmacist 

VIAGRA  is  only  lor  patients  with  erectile  dyslunction  VIAGRA  is  nol 
lor  newborns,  children,  or  women  Do  nol  let  anyone  else  take  your 
VIAGRA  VIAGRA  must  be  used  only  under  a  doctor's  supervision 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  nol  cure  erectile  dyslunction  II  is  a  treatment 
lor  erectile  dyslunction 

•  VIAGRA  does  not  protect  you  or  your  partner  Irom  getting 
sexually  transmitted  diseases,  including  HlV-the  virus  that 
causes  AIDS 

•  VIAGRA  is  nol  a  hormone  or  an  aphrodisiac 

What  To  Tell  Your  Doctor  Betore  You  Begin  VIAGRA 

Only  your  doctor  can  decide  il  VIAGRA  is  right  lor  you  VIAGRA  can 
cause  mild,  temporary  lowering  ol  your  blood  pressure  You  will 
need  to  have  a  thorough  medical  exam  to  diagnose  your  erectile 
dystunction  and  to  find  out  il  you  can  safely  lake  VIAGRA  alone  or 
with  your  other  medicines  Your  doctor  should  determine  il  your 
heart  is  healthy  enough  to  handle  the  extra  strain  ol  having  sex 
Be  sure  to  tell  your  doctor  it  you 

•  have  ever  had  any  heart  problems  (eg  angina,  chest  pain, 
heart  failure,  irregular  heart  beats,  or  heart  al 


Thomson 


•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  otfier  ingredients  ol 
VIAGRA  tablets 

•  have  a  detained  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 
Some  medicines  can  change  the  way  VIAGRA  works  Tell  your 
doctor  about  any  medicines  you  are  taking  Do  not  start  or  slop 
taking  any  medicines  belote  checking  with  your  doctor  or 
pharmacist  This  includes  prescription  and  nonprescription 
medicines  or  remedies  Remember.  VIAGRA  should  never  be  used 
with  medicines  that  contain  nitrales  (see  VIAGRA  Is  Nol  lor 
Everyone)  II  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  lor  You)  VIAGRA 
should  not  be  used  with  any  other  medical  treatments  thai  cause 
erections  These  treatments  include  pills,  medicines  that  are  injected 
or  inserted  into  the  penis,  implants  or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg.  50  mg  and  100  mg)  II 
you  do  not  get  the  results  you  expect,  talk  with  your  doctor.  You 
and  your  doctor  can  determine  the  dose  lhal  works  best  lor  you 

•  Do  not  lake  more  VIAGRA  than  your  doctor  prescribes 

•  II  you  think  you  need  a  larger  dose  ol  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  nol  be  taken  more  than  once  a  day. 

II  you  are  older  than  age  65.  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  ol 
VUGRA  II  you  are  taking  protease  inhibitors,  such  as  lot  the 
treatment  ol  HIV,  your  doctor  may  recommend  a  25  mg  dose  and 
may  limit  you  to  a  maximum  single  dose  ol  25  mg  ol  VIAGRA  in  a 
48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  betore  you  plan  to  have  sex  Beginning 
in  about  30  minutes  and  for  up  to  4  hours,  VIAGRA  can  help  you  gel 
an  erection  il  you  are  sexualiv  take  VIAGRA  after  a 

high-fal  meal  (such  as  a  cheeseburger  and  french  fries),  the 
medicine  may  lake  a  little  longer  to  start  working  VIAGRA  can  help 
you  get  an  erection  when  you  are  sexually  excited  You  will  not  get 
an  erection  just  by  taking  the  pill 

Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects  These 
effects  are  usually  mild  to  moderate  and  usually  don't  last  longer 
than  a  tew  hours  Some  ol  these  side  effects  are  more  likely  lo  occur 
with  higher  doses  The  most  common  side  effects  ol  VIAGRA  are 
headache,  Hushing  ol  the  lace,  and  upset  stomach  Less  common 
side  effects  that  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  the  difference  between  blue  and  green 
obiects  or  having  a  blue  color  tinge  lo  Ihem),  eyes  being  more 
sensitive  to  light,  or  bluired  vision 

In  rare  instances,  men  have  reported  an  ereclion  that  lasts  many 
hours  You  should  call  a  doctor  immediately  if  you  ever  have  an 
erection  lhal  lasts  more  than  4  hours  II  nol  treated  right  away, 
permanent  damage  to  your  penis  could  occur  (see  How  Sex  Atlecls 
the  Body) 

Heart  attack  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA  Most,  but  nol  all,  ol  Ihese 
men  had  heart  problems  betore  taking  this  medicine  II  is  no' 
possible  lo  determine  whether  ihese  evenls  were  directly  related  lo 

VIAGRA 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet  II  you  wanl  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor 

Accidental  Overdose 
In  case  ol  accidental  overdose,  call  your  doctor  right  away 

Storing  VIAGRA 

Keep  VIAGRA  oul  ol  Ihe  reach  ol  children.  Keep  VIAGRA  in  its 
original  container  Store  at  room  lemperature,  59J-86"F  (IS'-SCC) 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction 
Only  your  doctor  can  decide  il  il  is  nghl  lor  you  This  sheet  is  only  a 
summary  II  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www  viagra  com. 
or  call  1-888-4VIAGRA 

23-551 5-00-4 
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was  up  10%,  to  $222  million. 

But  Thomson  Chief  Executive  Har 
rington  says  it  was  smart  to  bail  out  o 
the  business,  selling  out  a  large  portioi 
of  the  newspapers  in  separate  deals  ti 
Gannett  Co.  and  Community  Newspa 
pers  Holdings  Inc.  While  juggernaut 
like  Tribune  Co.,  Gannett  and  A.H 
Belo  have  forged  packages  of  print  an( 
broadcast  properties,  Thomson  can'l 
Federal  rules  prevent  the  foreign  firn 
from  buying  TV  stations.  What  abou 
the  Web?  Too  costly,  with  too  little  pay 
off  for  small  regional  papers,  he  says.  ; 

The  blend  of  ink  and  bits  just  didn! 
work.  "We  felt  newspapers  were  a  dis 
traction  because  the  synergies  weren' 
there,"  Harrington  says.  The  electronic 
based  biz  flowered — revenue  grew  9°/ 
to  $2.7  billion  last  year.  The  company  i 
keeping  one  paper,  the  Globe  and  Mai  i 
As  Canada's  main  business  publicatior 
it  may  lend  prestige  to  Thomson's  n  t 
nancial-data  business. 

In  the  end  Thomson's  flight  froun 
print  into  cyberspace  will  pay  off  ora 
if  it  owns  valuable  content  that  cannj  L 
be  accessed  elsewhere.  This  is  hal  k 
enough  for  owners  of  copyrighted  mJ 
terial,  like  songs.  It's  a  real  challenge  fl 
Thomson,  since  many  of  its  database 
are  built  out  of  words  and  document 
that  it  does  not  own.  Westlaw,  for  el 
ample,  is  built  on  court  decisions  thj 
are  in  the  public  domain. 

In  the  pre-digital  era  a  wonderful! 
profitable  business  could  be  created  ol 
of  topics  like  these  because  there  wasj 
large  barrier  to  entry  by  rivals:  the  shel 
cost  of  assembling  and  typesetting  tl 
data.  The  Internet  tears  down  that  bj 
rier.  So  what  does  Thomson  have 
sell?  Value-added  information  a 
searching  tools.  For  example,  it  rfl 
poured  millions  into  software  for  nil 
ural-language  querying. 

"Are  we  concerned  about  free  info 
mation?  Yes  we  are,"  Harrington  a 
mits.  But  Thomson  is  going  digital 
cause  that's  where  our  customers  i 
going,"  he  said.  "For  them,  it's  n 
about  getting  information  for  free, 
about  getting  quality  information." 

It  may  be  risky,  but  in  the  digital 
there  is  no  safe  strategy. 
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b  where  are  you? 


Where  do  you  want  to  be?  Business-to-business  trading  portals  and 
exchanges  give  you  the  power  to  make  contacts  and  conduct  business 
anywhere  in  the  world.  At  the  same  time  you'll  never  have  to  leave  your 
office.  b2b  e-commerce  is  about  the  freedom  of  movement. 


yhat  time  is  it? 


b  who  do  you  know  ? 

Who  don't  you  know?  b2b  e-commerce  provides  a  more  extensive 
audience  than  the  one  you  know  today.  b2b  exchanges  give  you 
access  to  untapped — even  unrealized — markets.  In  short,  exchanges  are 
about  larger,  more  diverse  communities. 


ter  than  you  thought?  Time  zones  are  irrelevant  in  the  world  of  b2b 
ommerce.  b2b  exchanges  allow  you  to  conduct  business  at  all  hours 
the  day  (or  night)  making  the  promise  of  a  24/7  operation  a  reality. 


b. 


the  smartest  way  from  b2b 

Commerce  One  presents  eLink  2000 

Register  today.  Call  877  963  7602  or  online  at  www.eLinkconference.com. 


One  conference  this  year  will  get  to  the  heart  of  the  matter,  addressing  your  concerns,  your  bottom  line  and  your 
investment  in  b2b  e-commerce.  At  eLink  2000  hear  it  like  it  is  from  the  business-to-business  professionals  with 
answers.  No  fluff.  No  self-serving  speeches.  Industry  leaders  and  technical  experts  who  understand  your  business 
and  offer  the  smartest  plan  for  b2b  implementation. 

Speakers  include:  Tom  Peters,  Author;  Michael  D.  Capellas,  President  and  Chief  Executive  Officer,  Compaq;  Mark 
Hoffman,  Chairman  of  the  Board  and  Chief  Executive  Officer,  Commerce  One;  John  Sviokla,  Vice  Chairman,  Diamond 
Technology  Partners;  and  Peter  Graf,  Chief  Marketing  Officer,  SAP  Markets. 


eLlnk2000 


September  18-20,  2000  Bellagio  Las  Vegas,  Nevada  USA 
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Smug 

Discount  retailer  Kohl's 
is  supposed  to  be  a 
premier  growth  stock. 
So  how  come  insiders 
are  selling? 

BY  MARK  TATGE 

LET'S  ARGUE  WITH  SUCCESS.  SURE, 
Kohl's  Corp.  has  racked  up  34 
consecutive  quarters  of  in- 
creased sales  and  earnings. 
While  many  department  stores  have 
been  struggling,  sales  and  earnings  at 
the  Menominee  Falls,  Wis. -based  re- 
tailer have  grown  at  a  compound  an- 
nual rate  of  25%  to  30%  since  going 
public  in  1992.  But  is  the  company  re- 
ally worth  63  times  hoped-for  earn- 
ings for  the  current  fiscal  year  (ends 


Feb.  3)?  The  P/E  is  six  times 
that  of  the  average  broad  line 
retailer. 

Insiders,  including  Chief 
Executive  R.  Lawrence 
Montgomery  and  President 

Kevin  Mansell,  seem  to  have    

an  opinion  on  that  point. 
Since  March  they  have  sold,  or 
announced  plans  to  sell,  1.4  million 
shares,  the  maximum  permitted  by 
lockup  agreements.  But  Montgomery 
is  not  about  to  admit  the  stock  is 
overpriced.  "I  can't  see  a  risk  to  Kohl's 
as  long  as  we  continue  to  execute,"  he 
says.  "We  are  doing  this  so  well  and  we 
have  such  credibility  with  the 
customer." 

Since  1992  Kohl's,  which  sells 
name-brand  apparel  and  housewares 
at  moderate  prices,  has  nearly 
quintupled  in  size  to  $4.6  billion  in 
revenues  by  luring  25-to-50-year-old 
women  from  discounters  like  Target 
and  department  stores  like  Dillard's.  A 
slowdown  in  the  economy  would  hit 
hard;  a  0.5%  drop  in  the  GDP  could 
probably  cut  in  half  Kohl's  8%  same- 
store  sales  growth. 

A  decline  would  deflate  a  major 
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Investors  were  not  especially  patient  with 

two  other  well-managed  retailers  that 
slipped -Costco  and  Home  Depot. 


growth  story.  Already  in  25  states, 
Kohl's  has  been  adding  square  footage 
at  a  rate  of  20%  annually.  This  year  it 
will  spend  more  than  $450  million  to 
open  28  new  stores  in  the  Midwest  and 
the  East,  as  well  as  to  renovate  32  for- 
mer Caldor  stores  in  the  greater  New 
York  area.  More  stores  means  more 
pricing  muscle  with  vendors — and 
more  labels  to  offer  shoppers.  It  also 
means  more  debt  and  heavier  carrying 
costs  for  inventory. 

There  are  other  risks  to  Kohl's  am- 
bitions. Target  and  Wal-Mart  are  mak- 
ing substantial  improvements  to  their 
apparel  businesses.  Even  Sears,  Roe- 
buck &  Co.,  which  seems  to  do  noth- 
ing right  these  days,  is  beginning  to 
refocus  on  its  biggest  problem  area, 
soft  goods.  J.C.  Penney's  new  manage- 
ment is  retooling  its  600  stores  and 
plans  a  marketing  blitz  later  this  year 


aimed  squarely  at  Kohl's. 

At  the  first  sign  of  a  downturn,  b 
retailers  will  invariably  start  slashi 
prices.  Kohl's  can  try  that,  too — b 
kiss  good-bye  that  10%  operating  m 
gin.  It  is  unlikely  that  the  $63  stocl 
up  80%  since  Jan.  1,  would  escap 
unscathed. 

Investors  were  not  especially  patier 
with  two  other  well-managed  retailei 
that  slipped.  After  missing  earnings  e$ 
ti mates  by  a  penny  per  share,  Costc 
stock  plunged  26%  in  a  single  da; 
Home  Depot's  shares,  which  one 
traded  at  50  times  future  earnings,  hav 
slid  23%  since  January  on  interest  rat 
jitters.  Nothing  wrong  with  the  co 
pany;  earnings  are  still  growing  at  259 
a  year.  Investors  just  suddenly  decide 
the  stock  wasn't  worth  chasing.  Whatl 
to  say  they  won't  make  the  same  deer 
sion  about  Kohl's? 
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maximize  your  growth  potential,  while  diversifying  your  portfolio 


consider  investing  internationally.  These  Fidelity  International  Funds  look 
promising  investment  opportunities  outside  the  U.S.  Of  course,  only  you  can  decide 
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My  Friend,  My  Enemy 

By  convincing  companir  that  interactive  television 
will  be  a  lucrative  mar    .,  Wink  Communications 
has  sown  the  seed?   i  its  own  destruction. 


BY  DOROTHY  POMERANTZ 

MARY  (MAGGIE)  WILDEROTTER, 
chief  executive  of  Wink  Com- 
munications, has  spent  the  past 
four  years  preaching  the  wonders  of  in- 
teractive TV  to  wary  television  and  ad- 
vertising executives. 


"Cable  and  satellite  companies  said 
come  back  when  you  have  content.  Pro- 
grammers said  come  back  when  >u 
have  eyeballs,"  says  Wilderotter,  whoje 
Alameda,  Calif.-based  firm  makes  the 
software  that  allows  people  to  buy,  say,  a 
Walt  Disney  video  during  an  ad  for  the 
film,  with  the  dick  of  a  button. 

Wink  never  went  away  and  in  fact 
the  little  firm  has  generated  a  fair 
amount  of  publicity  by  casting  itself  as 
the  critical  gateway  between  the  con- 
sumer and  the  advertiser  cm  retail.,. 
The  company's  partner  list  includes  the 
big  networks,  AT&T,  DirecTV,  Ech< 
Royal  Philips  Electronics,  Walt  Disnej 
Co.  and  Microsoft,  which  also 
10%  of  Wink.  Wink  has  also  atti  acted 
an  A-list  board  that  includes  Dt 
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Ohlmeyer,  executive  producer  of  Mon- 
day Night  Football,  and  Michael  Fuchs, 
the  former  head  of  Home  Box  Office. 
It's  one  thing  to  have  partners, 
though,  and  quite  another  to  have 
profits.  Wink  has  bled  $55  million  of 
its  investors'  money  since  its  founding 
in  1994  while  eking  out 
sales  last  year  of  $1.6 
million.  And  just  as 
Wink  is  beginning  to  hit 
its  stride,  those  same 
companies  Wilderotter 
worked  so  hard  to  sell 
on  interactive  TV  are 
quietly  scheming  against 
her.  Rapid  technological 
advances  make  it  easier 
than  ever  to  duplicate 
Wink's  service. 

For  instance,  even 
though  Paul  Allen's  Vul- 
can Ventures  has  3.8%  of 
Wink's  stock,  Allen  also 
controls  Digeo  Broad- 
band, a  competing  ser- 


"The  low  cost  of  technology 
has  kicked  (Wink's) 
in  in  the  butt." 


vice  that  could  make  Wink  irrelevant. 
Digeo  eventually  could  give  basketball 
viewers  the  option  of  purchasing  a  Lak- 
ers jersey  at  the  same  time  they're 
watching  a  game.  AT&T  is  planning  a 
similar  service  that  will  provide  show- 
related  information  and  allow  viewers  to 
make  purchases  using  credit  card  infor- 
mation stored  with  AT&T.  DirecTV,  a 
Wink  partner,  may  also  set  up  its  own 
internal  response  system. 

It  ,  to  see  why  others  would 


covet  Wink's  business.  Und 
Wink's  revenue  scheme  t 
company  collects  between 
and  $6  per  transaction,  d 
pending  on  whether  the  trar 
action  is  a  lead  or  a  sale.  Th 
money  is  then  split,  with  Wii 
taking  home  75%  and  its  pai 
ners  divvying  up  the  remai 
ing  25%.  Factor  in  estimates  th 
Americans  will  drop  $7  billion  on  i 
teractive  TV  impulse  purchases 
2004,  and  you  can  understand  w 
Wink's  "partners"  want  to  squeeze  o 
the  middleman. 

To  its  credit,  Wink  outfoxed 
crosoft  at  its  own  game.  The  softwa 
giant  thought  it  could  get  an  early  j 
on  interactive  TV  with  its  WebTV  s 
vice.  Three  years  after  the  service  beg; 
there  are  only  1  million  custome 
Wink's  service  is  free  to  the  consum 
and  doesn't  require  another  set-t 
box,  as  does  WebTV. 

Wink's  cofounder,  Brian  Doughei 
adapted  the  technology  he  had  creat 
for  his  prior  company,  Geoworks 
Geoworks  Dougherty  perfected  the  syj 
terns  necessary  to  run  applications  in 
small  handheld  device,  such  as 
PalmPilot.  The  same  compression  tec 
nology  was  used  to  create  Wink. 

But  while  that  technology  mig 
have  been  unique  a  few  years  ago,  it 
now  becoming  simple  and  chea 
"The    Internet 
the  low  cost  of  teel 
nology    has    kicke 
[Wink's]      busined 
plan  in  the  butt,"  sa^j 
Alexandria  Thomj: 
son  of  Mixed  SignaJ 
Technologies,      tl 
outfit  behind  some  of  the  only  sue 
cessful  interactive  TV  projects  so  fal 
interactive  Jeopardy!  and  Wheel  ofFo^ 
tune  on  WebTV. 

To  make  matters  worse  for  Wink,  1 
interactive  TV  industry  has  been  movin| 
toward  an  open  standard  that  will  ma 
Wink's  software  easier  to  copy.  Withot| 
transaction  fees  Wink  would  be  deper 
dent  on  royalties.  Its  stock,  trading  at  | 
third  of  its  peak  of  $75  earlier  this  yea 
may  still  be  no  bargain. 
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WITH   OUR   HELP, 

THE   MARS   LANDER   MIGHT  HAVE  ACTUALLY 

LANDED   ON    MARS. 

Make  your  next  project  a  success  by  using  HelloBrain.com.  It's  the  digital  marketplace  where  you  can  source 
solutions  to  virtually  any  problem.  Just  post  your  project  and  let  the  best  minds  from  around  the  world  find  you. 
From  programming  to  protocol,  diamond  making  to  DSP  algorithms,  they  can  deliver  the  solution  you  need 
to  get  to  market  fast.  Which  could  make  the  difference  between  flying  like  a  rocket  and  falling  like  a  rock. 


HelloBrain.com 

The  World's  Intellectual  Capital  Exchange/ 


©  2000  HelloBrain.com.  All  rights  reserved. 


Making  Dough 

It's  tough  for  a  British  conglomerate  to  run  a 
fast-food  division  in  the  U.S.  Allied  Domecq 
succeeds  anyway.  How?  Avoid  the  burger  wars. 


BY  LEIGH  GALLAGHER 

FAST-FOOD  THEMES  IN  THE  U.S. 
tend  to  be  either  fads  that  die  out 
or  fads  that  stick  around  and  be- 
come commodities.  No  place  for  a 
British  liquor  giant,  you  say?  If  you're 
thinking  of  Diageo,  which  is  beginning 
to  separate  itself  from  its  Burger  King 
albatross,  you're  probably  right.  But 
the  reverse  is  true  of  Allied  Domecq, 
Diageo's  $6.7  billion  (fiscal  1999  rev- 
enues) rival.  This  U.K. -based  spirits 
vendor  (Kahlua,  Courvoisier, 
Beefeater)  has  a  fast-food  division  in 
the  U.S.  that  netted  a  handsome  $88 
million  pretax  on  revenue  of  $486  mil- 
lion last  year.  More  telling,  same-store 
sales  across  its  three  brands  are  up  5% 
this  year,  while  Diageo's  are  flat. 

From  spartan  offices  in  Randolph, 
Mass.,  Allied  franchises  a  trio  of  restau- 
rant brands:  Dunkin'  Donuts,  Baskin- 
Robbins  and  Togo's,  a  California  sand- 
wich chain  it  acquired  in  1997.  Dunkin 
Donuts  is  50  years  old  but  new  in  spirit. 
It  has  been  busy  with  close  to  400  store 
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openings  in  the  past  three  years  (bring- 
ing the  total  to  5,200)  and  busy  redefin- 
ing itself.  Its  outlets  are  capitalizing  on 
the  revival  of  coffee,  which  now  ac- 
counts for  45%  of  sales,  edging  out 
lower-margin  doughnuts.  In  1996  it 
added  bagels,  now  8%  of  sales.  (Unlike 
the  short-lived  bagel  specialty  chains  of 
the  1990s,  Dunkin'  already  had  the 
floor  space  and  could  make  money  on 
the  69-cent  item.)  In  1997  it  introduced 
the  Coffee  Coolatta,  a  $2.59  sugary 
slush  that  competes  with  Starbucks' 
$3.30  Frappuccino  and  now  accounts 
for  6%  of  sales.  Add  it  up,  and  Dunkin 's 
franchisees  will  haul  in  $2.5  billion  this 
year,  with  same-store  sales  up  7%. 

Credit  John  (Jack)  Shafer  for  this  re- 
cent success.  Now  56,  Shafer  learned 
how  to  fry  dough  at  Dunkin'  Donuts 
University  in  1972,  when  the  chain  was 
.still  run  by  the  founding  Rosenberg 
family.  Allied  Domecq  (then  Allied- 
!  yons)  bought  Dunkin'  in  1990  for  $330 
million,  and  made  Shafer  head  of  all  of 
its  US.  restaurant  operations  in  1998. 


Ace  in  the  hole: 
Company  vet 
Jack  Shafer  has 
turned  Dunkin' 
Donuts  into  a 
sweet  spot. 


Allied  had  p 
chased  Baskin-R< 
bins  in  1978,  bu 
decade  later  its  31 1 
vors  were  melting 
was  upstaged  by  I 
&  Jerry's  and  Haagen-Dazs  and  mis; 
the  frozen  yogurt  and  ice  cream-bev 
age  fads,  and  it  made  moneylosing 
tries  into  Russia  and  China. 

Shafer  is  giving  Baskin-Robbin 
facelift,  adding  new  flavors  and  pre 
ucts  like  the  Kahlua  Blast,  updating 
store  design  and  mounting  its  first 
tional  TV  ad  campaign  in  four  ye< 
He's  also  changing  the  way  his  e 
ployer  extracts  revenue  from  the  stoi 
Baskin  historically  operated  as  a  mai 
facturer,  collecting  its  ongoing  francb 
fees  mostly  in  the  form  of  overpri< 
ice  cream.  Now  most  franchisees  p 
chase  ice  cream  at  a  competitive  pr 
but  pay  a  5.9%  royalty  on  all  their  r< 
enue.  That's  a  better  system  becaus< 
incentivizes  franchisees  to  sell  more 
lowers  their  cost  of  goods  so  they  c 
price  competitively,  and  uses  part  of 
royalty  fee  for  cooperative  advertis 
Shafer  expects  Baskin's  same-store  sa 
to  increase  5%  this  year. 

Shafer  seems  to  have  ventured 
afield  with  325-unit  Togo's.  But  n< 
that  this  is  a  lunch  business,  wh 
Dunkin'  Donuts  does  most  of  its  tra 
in  the  mornings,  and  Baskin-Robbi 
in  the  evenings.  For  a  double-size  fra 
chise  fee  but  only  a  slightly  larger  ret 
space  and  staff,  operators  can  now  r. 
all  three  Allied  brands  under  one  ro 
Shafer  copycatted  the  triple-heai 
concept  from  Tricon  Global,  which 
sues  joint  Pizza  Hut,  Taco  Bell  and  K 
franchises.  The  concept  makes  sense 
the  same  reason  that  cineplexes  m 
sense.  With  a  heavy  dose  of  combir 
tion  stores,  Shafer  aims  to  doul 
restaurant  revenues  over  five  years. 

The  fast-food  business  is  a  cutthn 
one,  but  if  you  get  the  formula  rig 
you  can  make  a  good  return  on  a  sm 
amount  of  assets.  HSBC  analyst  Sim 
Hales  says  Allied  Domecq  could  eas 
net  $93  million  pretax  this  year 
Shafer's  division,  which  ties  up  orj 
$100  million  of  tangible  net  worth. 


makes  the  difference.  As  a  client  ot  utsx  you 
know  that  you  can  rely  on  an  integrated 
network  of  financial  specialists  working 
around  the  clock,  around  the  globe.  Working 
in  private  banking,  investment  banking, 
asset  management,  private  equity  and 
e-services.  We  look  further,  come  back  faster. 
So  you're  free  to  focus  on  the  game  in  hand. 
And  on  winning  it.  The  Power  of  Partnership. 
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Point  of  View  By  Steve  H.  Hanke 


More  Milosevic  Mischief 


THE  BALKANS  ARE  AT  THE  EDGE  OF  THE  ABYSS 
again.  This  time  the  flash  point  is  Montenegro. 
And  the  villain  is,  once  more,  Yugoslavia's  Slobo- 
dan Milosevic.  He  has  caught  his  opponents  and 
their  Western  supporters  napping.  Milosevic's 
handmaidens  in  Belgrade  amended  Yugoslavia's  constitu- 
tion on  July  6  to  allow  him  to  run  for  two  more  four-year 
terms — giving  the  great  destabilizer  of  the  Balkans  more 
time  to  wreak  havoc.  Under  the  old  setup,  Milosevic  was  to 
retire  as  president  next  year. 

But  that's  not  all  his  constitutional  revamp  did.  Mon- 
tenegro, Serbia's  junior  Yu- 
goslav partner,  will  lose  its  no- 
tional equality  with  Serbia  in 
Yugoslavia's  powerful  upper 
house,  where  each  used  to 
have  20  seats.  Under  the  new 
arrangement,  the  upper  house 
will  be  directly  elected.  Given 
Serbia's  14-to-l  population 
advantage,  Montenegro  will 
be  marginalized  politically. 
With  Serbia's  anti-Milosevic 
forces  in  disarray  and  nearly 
40%  of  the  Serbs  favoring  the 
prince,  he's  in  fine  shape. 

How  can  this  be?  After  a 
78-day  NATO  air  war  in  which 
allied  planes  flew  38,000  com- 
bat sorties  against  the  Yugoslav  army  last  year,  we  were  told 
that  the  Serbs  were  defeated  and  that  Milosevic's  days  were 
numbered.  So  Yugoslavia  and  the  Balkans  tumbled  down 
what  George  Orwell  called  a  "memory  hole." 

Well,  Milosevic  is  stronger  than  ever.  NATO  has  finally 
fessed  up  that  its  much-ballyhooed  precision  bombing  had 
been  largely  ineffective  against  his  military  in  Kosovo.  After 
the  bombing  stopped  last  year  the  Yugoslav  army  took  several 
weeks  to  retreat  to  Serbia  because  it  had  so  much  unscathed 
armor,  artillery  and  other  heavy  gear  that  it  caused  a  traffic 
jam.  Carl  von  Clausewitz,  the  great  Prussian  military  strate- 
gist, said  the  "aim  of  all  action  in  war  is  to  disarm  the  enemy." 
By  that  criterion,  NATO's  Kosovo  campaign  was  a  flop.  To 
make  matters  worse,  Milosevic  picked  up  two  strong  allies  in 
the  pi  war  in  Kosovo:  Russia  and  China. 

Th<  Ik    tow  aid  Yugoslavia  has  been  fatally  flawed 

and  has  played  into  Milosevic's  hands.  Because  of  America's 
own  Civil  War,  Wa  nington  doesn't  like  to  see  n;  'ions  splin- 
tered. We  support  Yugoslav  unity  at  all  cost.  This  notion  goes 


Montenegro, 

whose  leader  I 

advise,  will  be  the 

next  Balkan  hot 

spot.  The  U.S. 

could  avert  a  new 

bloodbath  with  a 

stronger  stand 

against  Serbia. 


back  to  1991,  when  the  the) 
Secretary  of  State  James  Bak 
voiced  it  in  a  Belgrade  speec 
The  Clinton  Administratic 
religiously  embraces  it. 

This  policy  has  emboli 
ened  Milosevic  to  repeated 
wage  war  on  his  neighbors 
an  attempt  to  put  Hump 
Dumpty  back  together  agai 
Only  after  bloody  wars  d 
America  countenance  ind 
pendence  for  the  likes  of  Slovenia,  Croatia,  Kosovo  ar 
Bosnia.  Unless  the  U.S.  embraces  the  right  of  secessio 
Montenegro  will  become  a  hot  spot  that  threatens  tl 
Balkans. 

Montenegro  has  pulled  back  from  Milosevic's  econom 
clutches.  As  Montenegro's  state  counselor,  I  recommend* 
that  President  Milo  Djukanovic  dump  the  Yugoslav  din. 
and  make  the  German  mark  Montenegro's  legal  tender.  L 
followed  my  advice  last  November,  ignoring  strong  U.S.  ol 
jections.  Djukanovic's  move  stabilized  the  Montenegr 
economy.  After  all,  the  dinar  had  had  18  official  devaluatioi 
since  1991,  with  22  zeros  lopped  off  that  dreadful  currenq 
Meanwhile,  the  U.S.  keeps  pushing  its  unity-at-all-co 
policy.  Just  last  month  the  U.S.  forced  Djukanovic  to  en 
brace  Milosevic's  Serb  opposition.  This  is  a  waste  of  tim 
Serb  dissidents  are  against  Montenegro's  economic  autor 
omy  or,  God  forbid,  secession. 

The  first  step  to  avoiding  another  Balkan  bloodbath  is  ft 
the  U.S.  to  endorse  a  Montenegrin  referendum  on  secessioi 
Let  the  Montenegrins  democratically  decide  their  sove: 
eignty.  The  Western  allies  must  ensure  that  a  referendum 
results  are  respected — and  that  Milosevic  and  the  Yugosl 
People's  Army  butt  out. 

Back  that  up  by  adopting  Senator  Richard  Lugar's  plai 
Western  allies  would  use  Montenegro's  Adriatic  port,  Bar, 
ship  supplies  to  Kosovo.  This  would  cut  Western  logistic 
costs  and  generate  much-needed  revenues  for  Montenegro 
fragile  economy.  More  important,  NATO  ships  would  be  base 
in  Montenegro.  Lugar's  proposal,  in  a  letter  to  Secretary 
State  Madeleine  Albright  in  November,  has  been  ignored. 

Adopting  the  Lugar  plan  would  signal  Milosevic  that  tl 
Western  allies  mean  business. 


□ 


Steve  H.  Hanke  is  a  professor  of  Applied  Economics  at  The  Join 
Hopkins  University  in  Baltimore  and  chairman  of  the  Friedherg 
Mercantile  Group,  Inc.  in  New  York.  Visit  his  forum  at  our  Wet 
site,  www.forbes.com/columnists/hanke. 
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The  New  Dynamics 


Alternatives  in  Vehicle  Power  and  Systems 


by  Steven  Cole  Smith 


utomotive  experts  will  long  debate  the  question  of  who  invented  the  car,  but  most 
historians  suggest  it  was  Karl  Benz,  who  had  built  a  running  prototype  by  1885. 
To  say  it  was  not  an  immediate  hit  would  be  an  understatement.  Benz's  three-wheeler  was 
powered  by  a  single-cylinder  engine  that  developed  well  under  one  horsepower  -  the  cheapest 
lawnmower  available  today  has  at  least  three  horsepower  -  and  had  a  top  speed  of  8  mph. 

The  new  dynamics  of  the  automotive  world  that  faced  Karl  Benz  and  his  legion  of  immediate 
successors  are,  in  a  great  many  ways,  markedly  similar  to  the  concerns  addressed  by 
today's  manufacturers,  suppliers  and  support  industry. 
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eliability,  reasonable  cost  and  comparative 
safety  were  three  of  Benz's  multiple  chal- 
lenges. The  ability  to  improve  the  product  as 
new  technology  became  available  was  paramount. 
After  all,  there  was  not  a  great  deal  of  enhancements 
and  development  work  being  undertaken  on  the  auto- 
mobile's central  and  incumbent  alternative  -the  horse. 
Indeed,  by  1888,  Benz's  car  had  sturdier  wooden- 
spoked  wheels  instead  of  wire  wheels.  It  had  four 
wheels  instead  of  three.  And  he  had  more  than  doubled 
the  horsepower  -  to  two. 


Still,  it  was  five  years  before  Benz 
and  his  partners  could  develop  a  car 
that  could  be  legitimately  mass-pro- 
duced. In  1894,  Benz  sold  a  then- 
impressive  67  cars.  In  1896,  he  sold 
181.  In  1899,  he  sold  572.  By  then, 
Benz's  car  had  a  two-cylinder  engine 
and  pneumatic  tires,  and  he  had  pro- 
duced a  racing  version. 

Two  years  later,  sales  sagged  sub- 
stantially. The  progress  of  the  devel- 
opment of  the  automobile  had  become 
so  intense  that  Benz's  designs  were, 
by  that  time,  viewed  as  dated.  Benz 
went  back  to  work  and  reinvented 
his  invention. 

Almost  on  a  daily  basis,  the  modern 
automotive  world  does  just  that. 

Development  in  every  area  of  the  auto- 
motive industry  proceeds  at  a  dizzying 
pace:  Yesterday's  innovation  becomes 
today's  standard,  then  tomorrow's  out- 
dated concept.  From  hybrid  powertrains 
to  integrated  electronics,  from  bearings 
to  basic  voice  recognition  technology, 
from  online  insurance  to  onboard  com- 
puter capability,  the  mandate  is  clear: 
Lead,  or  get  out  of  the  way. 


TOYOTA'S  52-MILE-PER-GALLON 
PRIUS  ROCKS  THE  INDUSTRY 

It's  pronounced  "PREE-us."  It  may 
be  helpful  to  learn  that  pronuncia- 
tion now,  because  there's  an  excel- 
lent chance  the  Prius  will  be  the 
talk  of  the  automotive  industry  by 
this  fall. 

It  went  on  sale  this  summer  for 
a  fully  equipped  price  of  $19,995, 
which  includes  antilock  brakes, 
air  conditioning,  a  stereo,  an  auto- 
matic transmission  and 
power  windows  and 
door  locks.  So  far,  noth- 
ing unusual  for  a  five- 
passenger,  front-wheel- 
drive  family  automobile. 

Under  the  hood, 
though,  lies  a  stunning- 
ly sophisticated  pack- 
age that  represents  a 
profound  departure  from 
current  automobile  tech- 
nology. The  Prius  is  a 
"hybrid,"  meaning  that 
it  is  powered  by  both  a 
conventional  gasoline- 


fueled  internal  combustion  engine  an 
a  clean,  quiet  electric  motor. 

Not  only  does  this  hybrid  powertrai 
represent  a  breakthrough  in  exhaus 
emissions  -  the  federal  government  ha 
certified  it  a  SULEV  (Super  Ultra  Lo\ 
Emission  Vehicle),  which  is  about  9 
percent  cleaner  than  the  ULEV  (UltH 
Low  Emission  Vehicle,  a  designatiq 
that  is  nonetheless  coveted  by  man 
facturers)  -  but  the  Prius  should  rac 
up  superb  gas  mileage  of  52  mpg  i|i 
city  driving  and  45  mpg  on  the  highwa 

Here's  how   it  works.   Compute 
controlled  electronics  monitor  the  Pri 
constantly  as  the  vehicle  is  under  wa 
Those  controls  determine  the  most  ef 
cient  way  to  power  the  car  —  the  Pri 
can  run  on  the  1.5-liter  gasoline  engini 
or  it  can  run  on  electricity  alone,  orl 
can  use  both  in  tandem.  The  ratio  c 
power  is  constantly  monitored  an 
adjusted,  depending  on  speed  and  lo 
to  keep  the  Prius  powertrain  (called  tn 
THS,  for  Toyota  Hybrid  System)  opera 
ing  at  maximum  efficiency. 

Stab  the  accelerator  as  you  pull  orrtl 
the  highway,  and  the  THS  will  give  yo 
maximum  available  power,  using  botj 
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MPG  52/45 


E  566mi 


co2 


NOX  V10 


lOTA  HYBRID  SYSTEM 


all  figures  based  on  EPA  estimates—  city/hwy  mileage  —  actual  results  may  vary—  compared  to  conventional  gasoline  engine 


When  it  sees  red,  it  charges. 


xoducing  the  carthat  changes  everything.  Prius, the  ingenious  hybrid  vehicle  from 
a.  Prius  captures  the  energy  produced  during  normal  deceleration  and  converts  it 
ito  power  to  drive  the  wheels.  When  you  put  on  the  brakes,  Prius  charges  its  own 
ies,  so  it  never  needs  to  be  plugged  in.  When  you  take  off,  Prius  zips  away  under 
lean  electric  power.  It  saves  fuel.  It  saves  gas  money.  And  with  up  to  90%*  fewer 
ons,  it  could  save  so  much  more. 


engine 


motor  battery 


Prius  captures 
the  energy 
produced  while 
braking  and 
converts  it  into 
extra  power. 


aw  Prius.  Starting  at  $19,995.  Destination  Charge  $485.  Total  msrp  $20,480.** 
vww.toyota.com/prius  or  call  8oo-go-toyota. 


®  TOYOTA  PRIUS  I   genius 


efa  estimates  Actual  results  may  vary  "Based  on  manufacturer's  suggested  retail  price  Excludes  taxes,  Ucense,  title  and  other  optional  or  regionally  required  equipment  Actual  dealer  price  may  vary  ©2000  Toyota  Motor  Sales,  USA  tnc 
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gas  and  electric.  Sit  at  a  stoplight  or  a 
train  crossing,  and  the  gas  engine  and 
electric  motor  both  shut  down  with  the 
onboard  battery  pack  providing  power 
for  the  radio  and  other  electrical 
requirements.  Press  the  accelerator 
when  you  are  ready  to  go,  and  the 
gasoline  engine  will  start  so  quietly  and 
seamlessly  that  you  probably  hadn't 


Besides  the  requirement  to  recharge 
electric  cars,  the  most  frequently 
voiced  consumer  complaint  is  that  traf- 
fic jams  or  unexpected  but  necessary 
trips  could  result  in  the  occupants  of 
an  electric  car  becoming  stranded  far 
from  home. 

Not  so  with  the  Prius 
Its    274-volt    battery 


"The  Prius  will  be  successful  in  the  U.S., "  says  Don 
Esmond,  Toyota  Division  group  vice  president  and 
general  manager.  "Because  it  asks  for  no  special 
treatment,  it  is  a  vehicle  that  will  get  consumers  thinking 
about  advanced  technology  in  very  real  and  practical  terms. " 


even  noticed  it  turned  off,  much  less 
automatically  restarted. 

The  Prius  manages  to  avoid  the 
stigma  attached  to  pure-electric  cars, 
the  vehemence  of  which  continues  to 
startle  researchers.  Studies  suggest 
that  the  American  public  is  singularly 
disinterested  in  conventional  electric 
cars,  which  have  a  range  limited  to  the 
strength  of  the  batteries,  and  require 
nightly  recharging. 


pack  never  needs  static  recharging. 
The  gasoline  engine  serves  as  a 
charger  when  it's  running,  and  the 
Prius  has  a  "regenerative"  braking 
system  -  when  the  vehicle  is  coast- 
ing, or  when  the  brakes  are  applied, 
the  motor  turns  into  a  generator,  cap- 
turing energy  that  would  otherwise  be 
lost  to  heat,  and  transforming  it  into 
electricity  to  charge  the  batteries. 
Dead  batteries  will  not  strand  the 
Prius,  nor  must  it  be 
plugged  in  at  night. 

While  this  technolo- 
gy may  sound  new,  it's 
actually  been  proven  in 
multiple  applications 
over  the  years  and 
specifically  in  the  Prius, 
which  has  been  sold 
since  1997  in  Japan, 
where  more  than 
35,000  of  the  vehicles 
are  on  the  road. 

"The  Prius  will  be 
successful  in  the  U.S. 
for  the  same  reason  it 


has  been  a  success  in  Japan,"  says  I 
Esmond,  Toyota  Division  group  vicf 
president  and  general  manager.  "Tr 
Prius  is  a  real  car.  Because  it  asksl 
no  special  treatment,  it  is  a  vehicle  tha 
will  get  consumers  thinking  abou| 
advanced  technology  in  very  ree 
and  practical  terms." 


MOTOROLA  DigitalDNA: 
THE  LIFEBLOOD  OF 
INTELLIGENT  CARS 

Our  trusty  Webster 
defines  DNA  as  a  nucleic  aci< 
that  "forms  the  basic  materialii 
the  chromosomes  of  the  cell  nude 
us;  it  contains  the  genetic  code  am 
transmits  the  hereditary  pattern." 

Appropriate  that  Motorola  shouh 
choose  that  term  to  describe  it 
brand  of  technology  that  include 
embedded  chips,  systems  and  soft 
ware  contained  in  the  vast  majoritj 
of  American-  and  European-brande 
passenger  vehicles.  "Smart  featun 
are  what's  driving  car  buyers  the 
days,"  says  Marios  Zenios,  corp 
rate  vice  president  and  general  m 
ager  of  Motorola's  Telematics  Co 
munications  group. 

If  consumers  want  smart,  th 
Motorola  DigitalDNA  is  supplyirj 
the  electronic  brains.  MotoroN 
technology  is  described  by  onj 
company  official  as  an  "enabler,1 
directing  various  functions  thai 
result  in  proper  operation  of  desired 
features.  An  airbag,  for  exampld 
only  works  if  it  is  told  when  1 
inflate,  for  how  long,  and  unda] 
what  circumstances.  And  automd 
bile  customers  rightfully  expecj 
their  vehicles'  systems  to  worl 
24/7,  in  heat  and  cold,  on  dirl 
roads  and  interstate  highways,  yea 
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Talk  about  high-performance  technology.  In  its  first  year  as 
an  independent  company,  Delphi  Automotive  Systems 
posted  over  $29  billion  in  revenues  for  1999  and  $33  billion 
in  future  business  booked. 

For  most  businesses,  numbers  like  this  would  be  cause  to 
celebrate.  But  at  Delphi,  the  company  behind  some  of  the 
world's  most  advanced  integrated  electronic  technologies, 
including  our  Communiport    Mobile  Multi Media  Systems,  we 
see  it  as  just  the  beginning.  And  if  you  think  this  kind  of 
innovation-driven  financial  power  sounds  intriguing,  we  can't 
wait  to  show  you  where  else  our  creativity  will  take 
you.  For  a  glimpse  into  the  future,  visit  us 
at  www.delphiauto.com. 


Mercedes  wanted  to  create  a  whole  new,  smarter  kind  of  car. 

We  were  right  there  with  them. 
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ol  Smart.  DkjitalDtA  and  Iho  DigrtalONA  logo  are  trademarks  ol  Motorola  Inc 


The  new  Mercedes  S-Class  is  a 


technical  marvel.  With  nearly  everything 


Si 


imaginable  from  voice  recognition 


telephone  controls  to  a  satellite-based 


emergency  response  system. 


Thanks  to  some  remarkable  Mercedes 


designers  and  the  DigitalDNA™  team 


at  Motorola.  DigitalDNA  is  chips, 


systems.software  and  ideas  -  embedded 


solutions  that  help  smart  companies 


create  smart  products.  Why  not  put  us  at 


the  heart  of  yours?  Contact  us  at 


www.digitaldna.com. 
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DigitalDNA 

from  Motorola 

THE   HEART  OF   SMART 
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after  year.  It  is  a  challenge  to  devel- 
op processors  that  can  function 
under  these  conditions. 

Though  you  may  know  Motorola 
from  its  leadership  role  in  cellular 
telephones  and  entertainment-relat- 
ed technology,  the  company  has  a 
history  with  the  automotive  industry 
dating  back  to  the  1930s,  when  it 


the  company's  new  flagship  sedan, 
the  S-Class,  up  to  40  electronic  con- 
trol units  function  in  a  network  by 
means  of  three  digital  "data  high- 
ways," allowing  multiple  microcom- 
puters to  share  up  to  850 
types  of  data,  and  con- 
trol some  170  sepa- 
rate functions. 


Motorola  technology  is  described  by  one  company 
official  as  an  "enabler, "  directing  various  functions 
that  result  in  proper  operation  of  desired  features. 
An  airbag,  for  example,  only  works  if  it  is  told  when 
to  inflate,  for  how  long,  and  under  what  circumstances. 


developed  the  first  commercially  suc- 
cessful car  radio.  In  fact,  the  com- 
pany's name  is  a  combination  of 
"motor"  and  "victrola."  Far  removed 
from  a  "motorized  victrola,"  the 
Motorola  of  today  has  a  largely 
unseen  -  but  profoundly  felt  -  impact 
on  the  modern  vehicle. 

The  company's  first  automotive 
application  of  a  microprocessor 
came  in  1978,  when  the  6800 
processor  was  used  in  Cadillac's 
trip-mileage  computer.  Now,  the 
average  automobile  contains  50 
microprocessors  that  handle  a  huge 
variety  of  electronic  functions;  the 
highest-end  luxury  models,  such  as 
Mercedes-Benz,  can  contain  as 
many  as  80  microprocessors.  As  the 
world's  top  producer  of  embedded 
processors.  Motorola  is  aboard  mil- 
lions of  vehicles. 

Motorola  has  been  working  with 
Mercedes  for  over  a  decade,  devel- 
oping innovative  embedded  technol- 
ogy systems  for  the  company's 
highly  regarded  products.  On  board 


The  S-Class  allows  owners  to 
access  the  car  without  a  key,  enhanc- 
ing security  and  convenience.  This  is 
done  with  a  "chip  card,"  a  credit  card- 
like device  that  carries  the  Digital- 
DNA  for  that  individual  car.  The  driver 
needs  only  to  approach  the  S-Class 
while  carrying  the  card.  Even  with  the 
card  tucked  away  in  a  pocket,  the 
vehicle  senses  its  presence  and  reads 
its  code,  allowing  the  driver  to  merely 
touch  a  button  on  a 
door  handle  or  the 
trunk  lid,  which  then 
unlocks  the  doors. 

That's  just  scratching 
the  surface  of  what 
Motorola  supplies  for 
the  S-Class.  DigitalDNA 
helps  the  AIRmatic  self- 
adjustable  suspension 
operate;  allows  the  Bose 
sound  system  to  select 
one  of  four  antennae  to 
ensure  the  best-possible 
radio  signal;  and  controls 
a  cooling  system  for  the 


leather-upholstered  seats.  Motorola  su 
plies  Mercedes  with  a  state-of-the-a 
digital  strata  cellular  telephone  and 
interface  that  allows  it  be  used  as 
voice-activated,  hands-free  devic 
answering  incoming  calls, 
instance,  by  pressing  a  butt 
on  the  steering  wheel. 


VOLVO:  NEW  STANDARDS 
OF  SAFETY  AND  CAPABIUT 

Forty  years  ago,  safety  we) 
not  a  particularly  marketabl 
aspect  of  the  automobile  business 
Customers  were  more  apt  to  choos 
chrome  over  crashworthiness. 

But  not  at  Volvo.  In  the  early  I960; 
Volvo  engineer  Nils  Bohlin  develope 
the  three-point  seat  belt,  which  wa 
provided  as  standard  equipment  i 
Volvos  by  1965  -  and  is  now  the  star 
dard  in  virtually  every  car  built. 

A  survey  was  conducted 
Sweden  in  1966  that  included  a 
accidents  involving  Volvos  that  yeai 
and  it  revealed  that  Bohlin's  new 
seat  belt  apparently  reduced  injuri 
by  half.  That  telling  information  cor 
vinced  Volvo  that  safety  researcl 
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A  New  Company. 

Take  your  pick,  we're  ready  to  go. 


Many  words  describe  us.  The  main  idea  is  this: 
Arvin  and  Meritor  Automotive  are  now  ArvinMeritor — 
one  powerful  company.  We're  a  major  player  in 
the  commercial  vehicle,  light  vehicle,  auto  and 
truck  aftermarkets   and  coil   coating   businesses. 


And,  as  a  $7.5  billion  global  supplier,  we're  posi- 
tioned to  reach  emerging  markets,  innovate  new 
integrated  systems  and  modules,  and  exceed 
customer  expectations.  ArvinMeritor.  We've  come 
together  as  a  new  company  that's  ready  to  go. 


ArvinMeritor 


irvinmeritorinc.com 
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should  not  only  be  done  in  a  lab,  but 
in  real-world  conditions,  by  studying 
actual  crashes.  "The  call  for  real 
know-how  has  not  declined  over  the 
years,"  says  Christer  Gustafsson, 
accident  researcher  for  Volvo,  "how- 
ever much  we  may  have  refined  our 
working  procedures." 

Central  to  that  refinement,  and 
indicative  of  the  company's 
commitment  to  safety,  is  the 
opening  earlier  this  year  of 
the  new  Volvo  Cars  Safety 
Centre,  the  most  sophisticat- 
ed such  facility  in  the  world. 

The  "reality  of  the  roads"  is  how 
Volvo  describes  it  -  the  alien,  often 
unpredictable  real-world  environment 
that  automobiles  face  daily.  It's  a  real- 
ity that  has  been  recreated  under  com- 
pletely controllable  conditions. 

"We  can,  quite  simply,  move  the 
reality  of  the  roads  into  our  crash  lab- 
oratory," says  Stefan  Nilsson,  who 
heads  the  Volvo  Safety  Centre. 

Case  in  point:  Part  of  the  facility's 
unique  capability  lies  in  its  two  test 
tracks  —  one  of  which  can  actually 
move,  allowing  it  to  parallel  the 


other  track,  or  face  it  at  up  to  a  90- 
degree  angle.  This  allows  testers  to 
gather  information  in  a  variety  of 
car-to-car  contact  situations,  rang- 
ing from  full  head-on  to  a  right-angle 
crash  from  the  side. 
With  the  opening  of  the  safety 
facility,  Volvo  plans  to  con- 
tinue its  leadership 
position  not  only  for 


and  head  in  the  event  of  a  rear-ei 
impact.  Also  standard  is  the  Inflatat 
Curtain  (IC),  a  unique  side-impact  ci 
tain  that  inflates  instantaneously 
the  event  of  a  side  impact  to  prote 
the  occupant's  head  before  it  ci 
strike  the  inside  of  the  car,  the  sic 
window  or  the  object  with  which  tl 
car  has  collided.  It  protects  both  fro 
and  rear  passengers. 


i 


'Volvo  is  the  real  jewel  in  our  crown  and 
become  our  center  for  global  excellence  fo 
testing  and  car  safety  research  -  our  greenht 
for  learning, "  says  Jac  Nasser,  president  and  chle 
executive  officer  of  Ford  Motor  Company. 


its  own  vehicles,  but  for  other  manu- 
facturers that,  like  Volvo,  fall  under 
the  umbrella  of  the  Ford  Motor  Com- 
pany. "Volvo  is  the  real  jewel  in  our 
crown  and  will  become  our  center  for 
global  excellence  for  crash  testing 
and  car  safety  research  -  our  green- 
house for  learning,"  says  Jac  Nasser, 
president  and  chief  executive  officer 
of  Ford  Motor  Company. 
Translated  to  the 
Volvo  in  your  garage,  it 
means  literally  dozens 
of  innovations,  many 
of  them  undetectable 
until  called  upon.  The 
new  Volvo  V70  wagon, 
for  instance,  is  the 
safest  wagon  the  com- 
pany has  ever  built. 
Its  features  include 
the  WHIPS  whiplash 
protection  system,  a 
new  seat  concept  that 
restrains  the  upper  body 


While  much  of  Volvo's  safe 
expertise  is  designed  to  prote 
occupants  in  the  event  of  a  crasl 
substantial  leading-edge  technoloi 
is  applied  to  keep  the  car  out  of  a 
accident.  A  stability  system  callej 
DSTC  uses  a  gyro  sensor  that  mea 
ures  steering  wheel  movements  an) 
can  tell  when  they  are  not  in  agre 
ment  with  the  car's  actual  course 
when  the  car  is  sliding,  for  instance 
The  system  then  applies  brakes  t 
one  or  more  wheels  to  bring  the  ca 
back  in  line.  DSTC  works  in  concer 
with  the  standard  antilock  brakes,  a  r 
well  as  an  electronic  brake  distribi 
tion  (EBD)  system  that  proportion 
the  amount  of  braking  to  each  whee 
for  maximum  effectiveness. 

"In  our  case,"  says  Christe 
Gustafsson,  "it  is  not  legislation  tha? 
governs  development,  but  our  ow^ 
personal  commitment.  Caring  fo 
families,  for  those  near  and  dear,  iif0 
important  to  us." 
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Moving  from  a 
to  A 


J  »n  is  traveling  through  a  historic 
l|  the  automotive  industry.  From 

I  lization  to  technology  advancements, 
■  onics,  e-commerce  and  a  more 

i  nging  marketplace,  our  business 

|  ng  altered  forever. 

« rth  our  integrated  systems  solutions, 

I I  reach,  diverse  capabilities  and  our 
I  titment  to  listening  and  developing 

8  roducts  that  consumers  want  Visteon 
s  fcegicalry  positioned  for  growth. 


Visteon  has  the  technologies  to  help 
customers  around  the  worid  build  their 
business,  while  reducing  cost,  weight  and 
vehicle  complexity.  We  have  the  heritage, 
the  vision  and  the  will  to  become  the 
leading  supplier  of  integrated  automotive 
technology  systems. 

We  invite  you  to  join  us  by  visiting 
visteon.com  or  calling  1  800  VISTEON. 
We're  going  on  a  journey  to  where  the 
possibilities  are  endless. 


"One  of  the  big 
strengths  of 
Visteon  will  be 
their  technological 
capability.  They 
have  some  of  the  most  advanced  products  in  the  industry" 
—  Michael  Ward,  Salomon  Smith  Barney,  April  2000 


Nil:  Visteon 

See  the  possibilities' 

Listed  as  VC  on  the  NYSE. 
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DELPHI'S  INNOVATIONS  FOR 
THE  NEW  ECONOMY 

With  summer  gasoline  prices  in 
some  areas  of  the  country  approach- 
ing $2.30  a  gallon,  fuel  mileage  is, 
once  again,  on  the  minds  of  drivers 
to  the  greatest  degree  in  a  decade. 

Those  drivers  have  given  manu- 
facturers a  tough  mandate  for  the 
future:  Give  us  better  fuel  economy, 
but  don't  make  us  pay  more  for  it, 


Delphi  is  also  developing  an  engine 
Cylinder  Deactivation  System  (CDS) 
that  utilizes  a  loss-motion  device  to  con- 
trol the  firing  of  individual  cylinders. 
When  a  V-8  engine  is  under  a  very  light 
load,  for  example,  the  system  detects 
that  not  all  of  the  eight  cylinders  are 
needed  to  maintain  speed, 
and  shuts  them  down  until 
extra  power  is  needed. 
The  CDS  can  improve 


"This  teaming  up  to  address  fuel  cells  and  other 
advanced  technology  development  will  give  consumers 
what  they've  told  us  they  want  -  a  vehicle  that  is  efficient, 
affordable,  environmentally  friendly,  technologically  advanced  and 
fun  to  drive, "  says  Donald  Runkle,  Delphi  executive  vice  president 
and  president  of  Delphi's  Dynamics  &  Propulsion  sector. 


and  don't  allow  it  to  degrade  our 
vehicles'  performance. 

Delphi  is  used  to  playing  to  a 
tough  crowd.  As  a  global  leader  in 
automotive  component  and  systems 
technology,  Delphi  —  with  213,000 
employees,  spread  worldwide  over 
38  countries  —  is  frequently  pre- 
sented with  a  problem,  and  asked  to 
find  a  solution. 

For  the  problem  of  fuel  economy, 
Delphi  has  multiple  solutions  to  help 
manufacturers.  Among  them:  E- 
STEER,  a  power  steering  system  that 
does  not  take  its  power  from  a  belt 
driven  by  the  engine  —  a  traditional 
method  that  increases  the  engine's 
work,  thereby  decreasing  its  effi- 
ciency —  but  uses  an  electric  motor 
to  turn  the  wheels  left  and  right, 
rather  than  the  conventional  steering 
pump  and  its  attendant  hoses  and 
fluids.  On  some  vehicles,  researchers 
have  found  a  fuel  economy  increase 
of  as  much  as  5  percent. 


fuel  mileage  from  5  percent  to  8  per- 
cent, researchers  suggest,  depending 
on  conditions  and  driving  style. 

Much  of  what   Delphi   offers  to 
manufacturers  is  current  technology 
taken  to  the  leading  edge,  such  as 
the  Delphi  Advanced  Engine  Manage- 
ment  System  (EMS),  which   inte- 
grates   various    tech- 
nologies to  maximize 
engine   performance, 
minimize      emissions 
and  improve  fuel  econ- 
omy. But  Delphi  has 
also  undertaken  some 
very  far-reaching  proj- 
ects, as  illustrated  by 
the  recent  announce- 
ment     that      Delphi, 
BMW  and  Renault  are 
teaming  up  to  develop 
a  solid-oxide  fuel  cell 
to    produce    onboard 
auxiliary       electrical 
power    for   cars    and 


trucks.  Delphi  will  develop  th 
system,  and  BMW  and  Renault  wi 
integrate  the  technology  into  the 
vehicles  within  the  next  five  years 
Fuel  cells  generate  power  through  a 
osmosis-like  reaction,  producing  non 
inal  emissions.  Equipped  with  thi 
Delphi-developed  fuel  cell  auxiliar 
power  unit,  BMW  and  Renau 
vehicles  can  offer  more  ele< 
trical  and  electronic  fe< 
tures  operable  with  th 
engine  off.  That  means  th 
main  engine  will  be  producin 
far  fewer  emissions  too,  and  ge 
ting  better  fuel  mileage. 

"This  teaming  up  to  address  fu 
cells  and  other  advanced  technolog 
development  will  give  consumers  wha 
they've  told  us  they  want  -  a  vehicl 
that  is  efficient,  affordable,  enviror 
mentally  friendly,  technological!; 
advanced  and  fun  to  drive,"  say 
Donald  Runkle,  Delphi  executive  vic< 
president  and  president  of  Delphi 
Dynamics  &  Propulsion  sector.  "Work] 
ing  together,  we're  on  our  way  toward 
achieving  that  goal." 


If  gnats  had  wheels, 
re'd  make  the  bearings. 


he  Timken  Company  and  its  subsidiaries  make  and 
?rvice  bearings  that  weigh  half  an  ounce.  And  bearings 
lat  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
om  disk  drives  to  drilling  rigs,  from  dental  drills  to 
)lling  mills, Timken  precision  improves  performance. 

LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330-471-3820  OR  VISIT  WWW.TIMKEN.COM. 
1KEN  IS  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY  (NYSE  TKR) 
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VISTEON'S  VERY  PUBLIC  PROGRESS 

Though  Visteon  was  only  launched 
in  September  1997  at  the  Frankfurt 
Motor  Show,  the  fledgling  corpora- 
tion is  well  on  its  way  to  its  goal  of 
becoming  the  world's  leading  con- 
sumer-focused, technology-driven 
automotive  systems  company. 
Global  sales  for  the  company  were 
$19.4  billion  in  1999. 

Calling  Visteon  a  comparative 
rookie  in  the  game  is  misleading, 
though.  The  company  was,  for  years, 
a  Ford  Motor  Company  property,  but 
spun  off  on  its  own.  While  Visteon 
continues  to  be  Ford's  largest  sup- 
plier, the  company  is  aggressively 
seeking  new  business,  and  has  been 
rewarded  with  plenty  of  work  from 
manufacturers  including  General 
Motors,  Honda,  Nissan  and  even 
Aston-Martin. 

Similarly,  Visteon  technology  - 
either  ready  for  the  road  or  on  the 
drawing  boards  -  is  exceptionally 
varied.  The  company's  innovations 
can  enhance  vehicle  safety,  econo- 
my, performance  and,  in  no  small 
measure,  driving  pleasure. 

Often,  Visteon  technology  addresses 
more  than  one  of  those  areas.  Visteon 


ICES  system  (Infor- 
mation, Communica- 
tion, Entertainment, 
Safety  and  Security), 
which  lets  drivers 
access  the  Internet 
to  check  e-mail, 
stock  quotes  and 
weather  reports,  as 
well  as  operate  a 
turn-by-turn  naviga- 
tion system. 

Visteon's    Driver 
Vision      at      Night 
system  uses  near- 
infrared  technology 
to  provide  a  projected  view  of  a  dark 
road   ahead,   locating  hazards  and 
obstacles  well  before  they  can  be  illu- 
minated by  conventional  headlights. 

Especially  attractive  to  manufac- 
turers that  sell  vehicles  in  both  the 
U.S.  and  overseas  is  Visteon's  Steer- 
By-Wire,  an  advanced  steering  con- 
cept that  eliminates  the  mechanical 
connection  between  the  steering 
wheel  and  the  car's  front 
wheels.  The  system's 
compact  packaging 
eliminates  a  huge 
amount  of  hardware 


"We  need  to  focus  on  the  things  that  are  essential 
to  customer  satisfaction.  No  matter  whether  they  are 
alternators  or  radiators,  or  high-tech  products  like  Visteon 
Voice  Technology,  they  are  all  important  to  our  customers, ' 
says  Pete  Pestillo,  president,  chairman  and  CEO  of  Visteon 


Voice  Technology  (WT)  is  a  convenient, 
easy-to-use  system  enabling  safer, 
hands-free  operation  of  a  vehicle's  fea- 
tures such  as  the  climate  controls, 
mobile  telephone  and  even  the  Visteon 


that  must  be  rerouted  when  a  man- 
ufacturer sells  a  single  car  model  in 
the  U.S.,  where  the  driver  sits  on  the 
left,  and  overseas,  where  the  driver 
sits  on  the  right. 


If  it  sounds  as  though  Visteon  * 
well-positioned  for  the  future,  that 
the  idea,  says  Pete  Pestillo,  pres) 
dent,  chairman  and  CEO.  His  goal,  fj 
says,    "is    to    build    on    Visteon] 
strengths  so  that  we  will  become  tr 
world's  leading  automotive  syster 
supplier.  That  means  a  couple 
things:  It's  the  new  high-tech  evolvir 
electronics,  but  it's  also  the  unde 
standing  that  Visteon  makes  a  lot 
components  and  systems  th^ 
are  critical  to  the  success 
the  auto  companies. 

"What  we  need  to  foci 
on  are  the  things  that  arl 
essential  to  customer  se 
isfaction.  No  matter  whethe 
they  are  alternators  or  radiJ 
tors,  or  high-tech  products  like  Vi^ 
teon  Voice  Technology,  they  are 
important  to  our  customers." 

Perhaps  the  biggest  news  at  VU 
teon,  though,  is  that  on  June  29,  th 
company  went  public,  trading  on  thj 
New  York  Stock  Exchange  under  thj 
symbol  VC.  Appropriately,  the  day'i 
trading  began  with  Pete  Pestill^ 
ringing  the  NYSE  opening  bell. 
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TIMKEN'S  LONG  TRADITION  KEEPS 
THE  AUTO  INDUSTRY  ROLLING 

While  companies  like  Visteon  and 
Delphi  hinge  their  futures  on  a 
diverse  array  of  products,  just  as 
important  are  those  companies  that 
determinedly  specialize  in  a  handful 
of  areas,  establishing  an  internation- 
al leadership  position  and  quietly 
maintaining  it  for  decades. 

It's  a  concept  ably  represented  by 
Timken.  The  Canton,  Ohio-based  com- 
pany has,  since  founder  Henry 
Timken  patented  the  product  in 
1898,  manufactured  literally  billions 


computer  control  of  gear  shape,  pro- 
file, cutting  and  finishing,  along  with 
advanced  metallurgy  and  friction- 
reducing  tribology.  The  less  friction, 
the  less  energy  required  to  operate 
the  gear  drive,  which  enhances  effi- 
ciency and  can  improve  fuel  mileage. 
Though  Timken's  core  business  is 
targeted  at  corporate  and  consumer 
needs,  the  company  recognizes  the 
opportunity  that  motorsports  pres- 
ents in  refining  technology. 
Timken  is  aligned  for  a 
third  straight  season 
with  Team  Rahal,  a 


Timken's  proprietary  designs  and  manufacturing 
processes  complement  technological  advances  in  the 
gear  drive  industry,  including  some  dramatic  developments 
in  computer  control  of  gear  shape,  profile,  cutting  and  finishing, 
along  with  advanced  metallurgy  and  friction-reducing  tribology. 


of  tapered  roller  bearings  that 
improve  the  performance  of  gear 
drives  in  an  enormous  variety  of  appli- 
cations, notably  in  the  automotive 
industry.  Timken  is  the  world's 
largest  manufacturer  of  not  only 
tapered  roller  bearings,  but  mechani- 
cal seamless  steel  tubing.  In  1999, 
the  company  sold  $2.5  billion  worth 
of  bearings  and  alloy  steel. 

Timken's  bearing  design  and  pro- 
duction is  pivotal  to  the  successful 
operation  of  gear  drives,  which  must 
operate  constantly,  quietly,  depend- 
ably and  invisibly  -  no  one  wants  to 
be  reminded  that  the  gear  drive  is 
turning.  Timken's  proprietary  designs 
and  manufacturing  processes  com- 
plement technological  advances  in 
the  gear  drive  industry,  including 
some    dramatic    developments    in 


two-car  Championship  Auto  Racing 
Teams  (CART)  competitor,  with  driv- 
ers Max  Papis  and  1998  Indianapolis 
500  winner  Kenny  Brack.  Team  co- 
owner  Bobby  Rahal,  a  former  CART 
champ  and  Indy  500  winner  himself, 
runs  the  team,  and  is  the  acting 
chairman  of  the  CART  organization. 
Timken  bearings  are  used  in  multiple 
applications  in  auto  racing,  including 
wheels,  axles,  gearboxes  and  differ- 
entials, and  Timken  steel  and  preci- 
sion components  are  used  in  crank- 
shafts, camshafts,  gears,  shock 
absorbers,  brakes  and  engines. 

Timken's  leadership  position  does 
not  mean  the  company  is  standing 
still.  Timken  just  announced  that  it  is 
joining  other  leading  automotive  sup- 
pliers, such  as  Motorola  and  Delphi, 
in   exploring    business-to-business 


opportunities  made  available  by  the 
Internet.  "E-business  is  transforming 
the  way  business  is  conducted,"  says 
Karl  P.  Kimmerling,  president  o- 
Timken's  automotive  operations.  "Wi 
recognize  opportunity  in  that  trans 
formation  to  leverage  our  technology 
leadership  for  profitable  growth  of  thi 
company,  and  the  industry." 

Heady  developments  for  a  company 
that  traces  its  history  to  that  of  e 
seven-year-old  farm  boy  from  Ger- 
many who,  in  1838,  braved  e 
hazardous  Atlantic  crossing 
to  New  Orleans,  then  set  out 
to  find  his  fortune.  Henry 
Timken  would  be  proud  ol 
what  has  become  of  the  com- 
pany that  bears  his  name. 

ESURANCE  REINVENTS 
AUTO  INSURANCE 

Dynamic  innovations  in  the  trans 
portation  industry  are  not  always 
found  beneath  the  hood  or  in  a  com 
puter  control  module.  Sometimes 
innovations  stem  from  a  simple  idea 
that  applies  the  latest  technology  to 
an  existing  industry,  thus  changing 
the  way  business  is  done. 

Such  is  the  case  with  Esurance, 
which  has  taken  the  insurance  indus 
try's  traditional  method  of  marketing 
and  turned  it  on  its  head.  Though 
barely  a  year  old,  Esurance  is  already 
the  leading  Internet-exclusive 
provider  of  personal  insurance. 

The  brainchild  of  Jean-Bernard 
Duler,  a  veteran  of  the  insurance 
industry,  Esurance  was  founded  in 
1998,  its  success  hardly  guaran- 
teed given  its  revolutionary  nature. 
Duler,  originally  from  France,  saw 
opportunities  in  the  U.S.  market  by 
modeling  the  concept  on  European 
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PS esurance 


Esurance  helps  customers  instantly 
determine  appropriate  coverage  levels. 


success  in  selling  insurance  direct- 
ly to  consumers. 

Duler,  an  experienced  sailor,  so 
believed  in  the  concept  that  he  sold  his 
racing  boat  to  finance  the  startup.  He 
recruited  experienced  insurance  exec- 
utives who  complemented  his  own 
expertise  -  Duler  had  managed  insur- 


ance businesses  around 
the  globe  for  such  com- 
panies as  CIGNA  and 
AXA  -  and  the  manage- 
ment team  successfully 
sought  financing  from 
backers  including  Red- 
point  Ventures,  Global 
Retail  Partners,  Trinity 
Ventures  and  21st  Cen- 
tury Internet  Ventures. 

Suddenly,  Esurance 
was  off  and  running. 
Consumers  found  that 
they  liked  the  conven- 
ience of  shopping  for 
insurance  online,  taking  advantage  of 
a  software  tool  called  the  Coverage 
Counselor,  which  helps  customers 
determine  appropriate  levels  of  cover- 
age and  deductibles.  The  Esurance 
Web  site  allows  one  to  try  out  a  vari- 
ety of  coverage  options  online,  weigh- 
ing and  balancing  coverage  levels  and 


payments  until  a  combination  suit 
one's  needs.  Esurance  policyholder 
can  also  manage  their  account 
online,  adding  new  cars  and  drivers 
for  example,  if  situations  change. 

Esurance  also  makes  provisions  fo 
those  who  would  like  to  speak  to  ai 
Esurance  employee,  either  online  o 
on  the  phone.  "Consumers  can  ust 
either  our  toll-free  number  or  ou 
online  live  chat  feature  to  discust 
their  coverage  needs  with  an  insur 
ance  counselor  anytime,"  says  Duler 
"Our  superior  technology  allows  u 
to  provide  high-quality  service  at 
better  rate  than  most  companies 
that  sell  through  agents." 


Steven  Cole  Smith  is  the  executive 
editor  of  Auto  World  Weekly  and 
columnist  for  The  New  York  Timet 
Syndicate  and  is  the  former  executive 
editor  of  Car  and  Driver. 


WEB  RESOURCE  DIRECTORY 

Here's  the  easiest  way  to  learn  more  about  the  new  dynamics  in  the  world  of  transportation. 


Find  the  latest  from  Toyota  at  www.toyota.com.  The 
site  contains  not  only  news,  but  specifications  for 
Toyota  products,  a  dealer  locator  and  information  about 
financing  and  insurance. 

Find  news  on  Motorola  innovations,  including  Motoro- 
la's DigitalDNA,  at  www.motorola.com.  The  site  is  also 
packed  with  news  about  Motorola's  global  strategy, 
not  only  in  automotive-related  products,  but  in  con- 
sumer electronics  and  communications. 

Find  out  about  Volvo's  safety  solutions  for  the  U.S. 
market  at  www.new.volvocars.com,  or  for  global 
emphasis,  www.volvocars.com,  which  can  link  to  mul- 
tiple pages  with  information  pertaining  to  Volvo  prod- 
ucts for  specific  countries.  You  can  also  reach  Volvo 
through  www.ford.com,  since  Ford  is  now  the  parent 
company  for  the  Swedish  automaker. 


Find  out  how  Delphi's  technology  is  improving  the  effi- 
ciency of  vehicles  -  with  no  penalty  to  performance - 
at  www.delphiauto.com. 

Find  news  on  Visteon's  innovations  for  automobiles - 
past,  present  and  future  -  at  www.visteon.com,  where 
you'll  also  find  information  about  the  recent  move  to 
take  the  company  public. 

Find  more  on  the  long  history  of  Timken's  industrial 
accomplishments,  which  impact  the  entire  world  with 
innovations  in  bearing  technology  and  steel  manufac- 
turing, at  www.timken.com. 

Find  news  on  Esurance's  dramatic  expansion  as  it 
seeks  to  become  the  nation's  first  Internet-based,  per- 
sonal lines  insurance  provider  at  www.esurance.com. 
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Business  Strategy  By  John  Rutledge 


JvingWiththeNet 


N  SHAKING  UP  WHOLESALE  AND  RETAIL  DISTRIBUTION 
systems,  the  Internet  gravely  threatens  many  a  small 
or  medium-size  business.  But  it  will  be  the  salvation  of 
some.  Let  me  tell  you  how  two  companies  with  which 
I  am  associated  have  made  substantial  gains  through 
:t-based  partnerships. 

One  company  wholesales  contact  lenses — a  competi- 
e  business  if  ever  there  was  one.  We  sell  lenses  to  oph- 
ilmologists,  optometrists  and  opticians.  About  60%  of 
ntact  lens  sales  are  routed  through  these  "O's."  As  a  cus- 
mer  you  get  high-touch  local  service  from  the  same 
tometrist  who  wrote  your 
escription.  O's  benefit, 
o,  getting  regular  contact 
th  their  patients  and  a 
:ady  source  of  incremental 
come. 

But  the  process  is  cum- 
rsome.  There  are  300,000 
lses  in  the  market — differ- 
t  size,  correction,  curva- 
re,  color,  manufacturer  and 
forth.  It  is  impossible  for 
le  doctor  to  stock  the  lenses 
u  need.  So  either  the  doc- 
r  or  a  clerk  in  his  office 
|  lis  the  order  to  a  wholesaler  like  us.  We  pick,  pack  and 
ip  him  the  lenses.  A  day  or  two  later  his  office  calls  you 
id  tells  you  to  pick  up  your  lenses.  A  time-consuming 
ocess  for  you,  a  labor-intensive  one  for  the  middlemen, 
pecially  when  it  comes  to  billing.  No  surprise  that  direct 
llers  have  been  making  inroads  on  the  O's.  They  take 
ur  order  by  phone,  mail  the  lenses  to  your  house  and  let 
u  pay  by  credit  card. 

Our  response:  We  offer  to  provide  a  custom  Web  site 
r  each  O  in  the  U.S.,  all  50,000  of  them.  The  sites  are 
ghly  personalized  to  the  doctor's  practice,  with  his  or 
:r  content,  logo,  photo  and  interactive  messaging  capa- 
lity.  We  get  no  branding  from  any  of  this:  The  doc  gets 
at.  The  patient  gets  a  refill  with  a  mouse  click. 

But  when  you  click  on  the  site,  the  order  doesn't  go  to 
e  doc.  It  goes  directly  to  our  warehouse,  where  we  pick, 
ick  and  mail  to  your  home  that  same  day.  The  doc  keeps 
e  retail  markup  and  maintains  the  relationship  with  you, 
e  patient.  The  professional  can  also  use  the  customized 
eb  site  to  schedule  appointments  and  to  expose  patients 
marketing  material.  It's  a  partnership  from  which  every- 
le  gains.  It  woujdn't  have  been  possible  without  the  Net. 


The  Internet 

gravely  threatens 

many  small  and 

medium-size 

businesses, 

but  it  will 

be  the 

salvation  of  some. 


My  second  example  is  in 
an  even  more  low-tech  busi- 
ness: picture  frames.  We  own 
a  company  that  manufactures 
picture-framing  materials  in  a 
factory  in  Mississippi.  We  sell 
|^^      these  products  to  art  publish- 
*        ers  and  framing  shops.  We  also 
sell  through  a  chain  of  com- 
pany-owned     shops      and 
through  leased  departments  in 
department   and   hardware 
stores.  With  our  own  factory  and  centralized,  electronic  ful- 
fillment capability  we  can  sell  at  lower  prices  and  offer  faster 
delivery  times  than  local  frame  shops.  Still,  it's  a  slow-grow- 
ing business.  Or  was. 

We  are  now  forging  a  partnership  with  a  prominent 
company  that  owns  an  enormous  catalog  of  digital  im- 
ages. You  search  our  partner's  database  using  keywords  to 
select  a  reproduction  for  your  wall.  Then  you  type  in  a 
credit  card  number  and  buy  the  right  to  download  the 
image  for  your  personal  use. 

Selling  the  images  is  a  great  business.  Marginal  costs 
are  close  to  zero.  There  is  no  inventory  to  finance.  You  can 
sell  the  same  image  thousands  of  times,  but  for  one  prob- 
lem. Some  customers  don't  want  to  buy  images.  They  want 
to  buy  pictures  to  hang  on  their  walls. 

Now  what?  You  could  tangle  with  a  balky  printer  and 
then  schlep  the  output  to  a  frame  shop  and  maybe  wait 
two  weeks  or  more  for  the  finished  product.  But  if  you  are 
a  typical  I-want-it-now  consumer,  you  might  just  skip  the 
whole  transaction. 

Yet  the  last  thing  this  image  company  wanted  was  to 
get  into  the  picture-framing  business.  Solution:  You  pick 
not  just  an  image  but  a  mat  and  a  frame  on  the  image 
company's  site,  and  you  can  view  the  finished  product  on 
the  screen.  Click  on  the  site  and  the  order  goes  to  our  mail- 
order operation  in  Memphis,  where  we  print,  mat,  frame 
and  mail  the  reproduction  to  your  home.  Because  the  art 
is  digital,  it  is  even  scalable.  You  can  specify  dimensions 
to  fit  the  space  above  your  sofa. 

Now  think  about  your  own  company.  Can  you  identify 
Net-based  partnerships  that  could  revive  a  sluggish  sales 
curve?  Can  you  identify  investments  where  similar  click- 
ing partnerships  could  create  new  value?  Just  look  around 
and  let  your  imagination  work.  F 

John  Rutledge  is  an  economist  and  chairman  of  Rutledge  Capital,  a 
private  equity  investment  firm  in  Greenwich,  Conn. 
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BY  PETER  BRIMELOW 

Poverty's  Roots 

One  of  them  is  high  immigration  rates. 

THE  ECONOMIST  (MAY  20)  AND  THE  WALL  STREET  JOUR- 
nal  (June  29)  have  just  discovered  a  point  made  ear- 
lier by  FORBES  (Oct.  5,  1998):  The  long  boom  has 
not  significantly  reduced  the  proportion  of  the 
American  population  living  in  poverty.  In  fact,  it 
was  higher  in  1998  than  in  1973  (see  graph). 

Both  journals  cited  factors  of  varying  merit 
for  the  persistence  of  poverty — family  breakup, 
the  low  minimum  wage!  Mysteriously,  neither 
mentioned  immigration,  unleashed  after  a  40- 
year  lull  by  the  1965  Immigration  Act. 

Because  this  new  influx  is  relatively  un- 
skilled, the  poverty  rate  is  signifkandy  higher 
for  immigrants  than  for  the  native-born  (18% 
versus  12.1%).  As  the  pie  chart  shows,  immi- 
grants and  their  U.S.-born  children  make  u; 
26%  of  the  35  million  U.S.  poor;  this  grou 
makes  up  only  20.5%  of  the  U.S.  population. 

Immigration  also  drives  down  wages  for 
U.S.-born  poor.  Harvard  University  economist 
George  J.  Borjas,  in  his  book  Heaven's  Door  (Princeton, 
1999),  estimates  that  the  wage  gap  between  high  school 
dropouts  and  educated  labor  widened  by  ten  percentage 
points  between  1979  and  1995.  About  half  the  widening  may  be 
due  to  the  increased  supply  of  labor  resulting  from  immigration. 

Immigration  can  be  a  wonderful  thing,  as  Steve  Forbes  compellingly 
argues,  and  immigrants  do  not  all  collect  welfare  (e.g.,  the  writer  of  this  article). 
But  the  fact  remains  that,  through  public  policy,  the  U.S.  is  importing  poverty. 


Resean  k  EDWIN  S.  RUBENSTEIN,  research  dirator,  Hudson  Institute,  Indianapolis,  edwinr@hudson.org.  Graphics:  DAVID  LADA 
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You're  keeping  track  of  several  accounts.  You're  researching  new 
investment  opportunities.  And.  you're  searching  for  the  best  possible 
advice.  Talk  to  Prudential  Securities  and  discover  how  full-service 
brokerage  can  help  make  your  life  easier. 


Access  to  some  of  the  brightest  minds 
and  best  research  on  Wall  Street.  Your 

Financial  Advisor  is  backed  by  a  team  of 
leading  analysts.  Plus,  well-known  and  widely 
followed  strategists  like  Ralph  Acampora 
and  Greg  Smith. 

Rock  Solid®  advice.  Prudential  Securities 
Financial  Advisors  work  hard  to  understand 
your  goals,  your  investment  style,  and  your  risk 
tolerance.  They  can  provide  the  advice  you  need 
to  keep  your  goals  on  track,  and  help  you  build 
a  portfolio  that  can  perform  consistently,  even 
in  volatile  markets. 


More  choice  in  how  you  invest. 

At  Prudential  Securities,  you'll  have  the 
freedom  to  work  the  way  you  want — face 
to  face,  over  the  phone,  through  the  Internet. 
We'll  provide  you  with  the  tools,  research 
and  advice  you  need  to  invest  wisely. 

Call  today  for  more  information  to  help 
you  invest  smarter  and  easier.  Find  a 
Financial  Advisor  near  you.  and  ask  for  our 
free  brochure.  Managing  Your  Wealth. 

1-800 -THE-ROCK 

ext.7255,  or  visit  us  at: 
www.prudential.com 


(£®  Prudential 
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Kodak's  DAN  CARP  sees  digital  images  as  an 
explosive  opportunity,  not  the  kiss  of  death.  If  he' 
right,  this  is  one  hell  of  an  undervalued  company. 

If  he's  wrong,  it's  lights  out  in  Rochester. 


4* 


i 


BY    BRUCE    UPBIN 

HE  PHOTOGRAPHY  INDUSTRY  GATHERED  IN  BOSTON  A  FEW  MONTHS  AGO 
for  a  three-day  summit  on  how  digital  technology  would  transform  their 
business.  Daniel  Carp,  the  new  chief  executive  at  Eastman  Kodak,  took  the 
stage  to  map  Kodak's  plan  to  go  from  film  dinosaur  to  digital  powerhouse. 
As  he  strode  up  a  center  aisle,  the  ballroom  boomed  with  the  insistent  score 
from  Mission:  Impossible-2,  which  uses  a  Kodak  digital  camera  in  the  plot. 
The  mission  may  or  may  not  be  impossible,  but  Carp  has  no  choice  but 
to  accept  it.  Kodak  faces  perhaps  the  most  precarious  moment  in  its  120- 
year  history.  Traditional  film  products  still  produce  80%  of  revenue  and 
grow  only  2%  a  year,  thanks  to  rampant  discounting.  It  may  only  get  worse 
in  the  digital  age,  as  Kodak  wages  an  all-fronts  war  against  titans  it  didn't 
face  in  the  tired  old  film  business — Sony,  General  Electric, 
Hewlett-Packard — and  Web  newcomers  like  Yahoo  and  Zing.com. 

Kodak  has  sunk  more  than  $5  billion  into  digital  investments  in  the  past 

decade  and  has  only  $20  million  in  digital  earnings  last  year  to  show  for  it. 

>  digital-camera  brand  in  the  U.S.,  it  loses  about  $60  on  every  $400  model  it 

sells.  The  photo  company's  Mock  trades  at  $55  lately — down  17%  for  the  year  and  at  less  than  ten  times 

mings,  one  of  its  lowest  multiples  since  Neil  Armstrong  took  a  roll  of  Ektachrome  to 

the  moon. 

II  oi  this  sounds  like  a  digital  death  knell,  bring  it  on,  Dan  Carp  says.  He  is  betting  the  company  on 

ital  strategy  that — if  he  can  m  ike  it  work — could  yield  a  new  Big  Yellow,  with  faster  and  more  prof- 

iwth  and  a  big  role  in  the  |  id  lire-  taking  business  for  a  long  time  to  come.  "We  happen  to  be  in  a 
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business  that  is  going  to  explode,"  says 
Carp,  52.  "Digital  means  more  picture- 
taking,  whether  they  are  health  pic- 
tures, professional  pictures  or  con- 
sumer pictures.  And  with  that  comes 
more  and  more  output." 

He  vows  Kodak  will  expand  sales  by 
8%  to  12%  a  year  and  boost  profits 
10%  annually  for  the  next  five  years, 
triple  its  earnings  growth  rate  over  the 
past  ten.  That  would  push  revenue 
from  $14  billion  to  $24  billion,  with 
most  of  the  surge  fueled  by  digital 
products.  Carp  says  digital  can  generate 
half  of  revenue  and  a  quarter  of  profits 
by  2005;  currently  it's  at  only  20%  of 
sales,  and  nearly  half  of  that  is  in  med- 
ical imaging  rather  than  photography. 

Other  global  consumer  brands  such 
as  Coca-Cola,  Gillette  and  Procter  & 
Gamble  put  up  double-digit  growth 
figures  and  also  have  their  share  of 
problems,  yet  Kodak  trades  at  half  to 
one-third  of  their  earnings  multiples. 
Some  investors  see  opportunity.  In  re- 
cent months  Prince  Alwaleed  Bin  Talal 
Bin  Abdula/i/  Alsaud  of  Saudi  Arabia, 
the  fifth- richest  person  in  the  world, 
has  put  $100  million  into  Kodak  shares. 


"We  happen  to  h 


He  likens  the  move  to  his  getting  into 
Apple  at  a  split-adjusted  $9.  It's  now 
around  $50. 

Yet  Kodak's  record  doesn't  inspire 
much  confidence.  George  M.C.  Fisher 
came  in  six  and  a  half  years  ago,  the  first 
outsider  ever  to  run  the  company.  He 
was  hailed  as  a  technology  visionary 
who  would  lead  Kodak  to  the  same  su- 
percharged growth  he  had  achieved  at 
Motorola.  Fisher  vowed  to  take  Kodak 
into  the  future.  He  tapped  tech-sawy 
outsiders  and  announced  sweeping  al- 
liances with  Intel,  IBM  and  Microsoft. 
He  promised  that  digital  would  break 
even  in  1997.  It  didn't. 

Consumers,  and  the  technology, 
weren't  ready  for  much  of  what  Fisher 
envisioned — fiber-optic  networks  to 
zap  shots  of  the  new  baby  to  the  corner 
store  near  Grandma;  cameras  that 
would  beam  photos  instandy  onto  the 
Web.  The  outsider  spent  much  of  his 
tenure  defusing  tension  between  the 
digital  camp,  which  got  all  the  atten- 
tion, and  the  film  camp,  which  was 
making  all  the  money.  Fisher  ended  up 


getting  diverted  into  the  old  busirss. 
He  sold  off  Sterling  Drug  and  cop  rs 
and  spun  off  Eastman  Chemica 
1997,  a  year  of  mounting  digital  lc 
and  bad  currency  swings,  Kodak 
blindsided  by  a  price  war  with 
which  led  to  the  layoffs  of  19,000 
pie.  On  Jan.  1  Fisher  stepped  asid  | 
chief  executive,  a  year  before  his 
tract  was  to  expire;  he  will  retire 
chairman  at  year-end. 

His  successor  couldn't  be  more  i 
ferent.  The  only  son  of  a  dry  god 
store  owner  in  Wytheville,  Va., 
Carp  is  a  30-year  Kodak  lifer  who 
never  worked  at  another  company.! 
he  styles  himself  as  being  apart  fr i 
the  Rochester  photocracy.  From  1 
to  1995  he  worked  mosdy  outside 
U.S.,  first  in  Canada,  then  Latin , 
ica,  then  as  head  of  European  opt 
tions.  He's  no  digital  messiah — 1 
the  first  nonengineer  to  lead  Kot 
since  George  Eastman  founded 
company  in  1880.  Carp  is  hone 
blunt  and  not  nearly  as  polishec 
George  Fisher.  "George  is  a  lot  nU 


If  digital  cameras  replace  35mm  film,  what  will  replace  the 
silver-halide  print?  This  worries  Kodak.  It  sells  more  photo- 
graphic paper  than  anyone  else  in  the  the  world.  If  screens 
are  going  to  be  the  platform  for  viewing  and  sharing  pictures, 
then  Kodak's  new  chief  technology  officer.  James  Stoffel.  has 
an  answer:  soft  display. 

Kodak's  soft  display  is  based  on  an  organic  light-emitting 
diode,  or  OLED.  Like  cathode  ray  tubes  in  TVs  and  PC  screens. 
OLED  displays  emit  their  own  light.  But  unlike  clunky 
CRTs,  OLEDs  are  as  thin  as  a  coin.  Their  light  comes  from 
electrically  charged  layers  of  colored  organic  dyes  de- 
posited on  a  glass  pane.  Images  move  100  times  faster 
on  an  OLED  screen  than  on  flat-panel  plasma  or  liquid 
crystal  displays  and  consume  90°o  less  power. 

Kodak  researchers  discovered  OLED  by  a  fluke  in 
1982.  One  night  a  scientist  accidentally  reversed  the 
electric  leads  to  some  metallized  solar  panels  before 
shutting  the  lights  off.  When  he  turned  back,  he  noticed 
the  panels  were  glowing  green.  Five  years  later  Kodak 
had  panels  emitting  full  color. 

IBM  is  working  on  OLED,  too.  but  Kodak  leads  with 
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some  40  patents.  In  May  Kodak  and  Sanyo  showed  off  a  dis 
measuring  5.5  inches  on  the  diagonal,  the  largest  so  far.  Ko 
has  licensed  OLED  to  Motorola  for  use  this  fall  in  StarTac  pho 
and  to  Pioneer  for  car  stereo  displays. 

Kodak  doesn't  make  the  displays;  it  gets  a  one-time  lice 
ing  fee,  sells  the  chemicals  and  gets  a  royalty  per  unit  sold.  Is 
market  for  OLED  displays,  only  $125  million  last  year,  is  expecd 
to  hit  $4  billion  in  five  years,  says  SRI  Consulting. 

"In  the  old  Kodak  we  would  have  probably  put  it  on  the  sH 
in  R&D  and  left  it  there.  Now  we  don't  wait  for  the  sun,  moon 
stars  to  align  to  get  ideas  out  the  door.  I  think  that's  a  heal 
change  in  Kodak."  says  Chief  Executive  Daniel  Carp.        — 
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7The  one  capturing  the  most  pictures  w 


rectly  on  the  Web,  bypassing  its  38,000 
retailer  locations,  it  can  keep  that  $1.75 
markup  and  more.  In  a  digital  world, 
Kodak  could  capture  more  revenue  per 
household  than  it  does  in  a  film 
world — $95  per  year  versus  $51 — 
largely  by  reducing  the  retailer's  take 
and  serving  stores  more  cheaply,  says 
Gibboney  Huske,  an  imaging  analyst 
with  Credit  Suisse  First  Boston.  New 
revenue  will  arise  from  printing  and 
special-effects  services;  for,  say,  $9 
Kodak  will  turn  family  photos  into  a 
laminated  page  for  your  Filofax. 

Getting  there  will  take  cooperation 
among  once-feuding  divisions.  Just  be- 
fore becoming  chief  executive,  Carp  set 
up  a  council  of  Kodak's  six  business 


Kodak's  sales  would  rise  10%  a  year — 
but  profits  would  go  up  only  8%  a  year. 
Cost  cuts  couldn't  come  fast  enough  to 
offset  a  slide  in  film  sales  and  the  mar- 
gin pressure  from  selling  cheap  digital 
cameras. 

Worrisome,  maybe — but  this  revo- 
lution is  happening  whether  Kodak 
likes  it  or  not.  Digital  photography,  per- 
colating for  years  as  a  gimmicky  tech- 
nology, is  ready  for  the  mainstream. 
Digital  cameras  are  catching  on,  and 
the  quality  of  prints  from  a  $300  HP 
inkjet  printer  rivals  that  of  film.  Digital 
cameras  will  outsell  film  cameras  in 
Japan  next  year.  The  U.S.  has  lots  of 
room  for  growth:  Here,  digitals  make 
up  only  3%  of  camera  unit  sales  thus 
far  but  comprise  40%  of  revenue. 

Online,  a  photo  revolution  is 
playing  out  at  dozens  of  Web  sites 
that  have  sprouted  up  in  the  past 
year,  offering  free  prints  and 
archiving  of  albums.  Web  users 
put  up  9  million  photos  in  1998; 
some  forecasts  say  the  total  could 
soar  to  5.5  billion  in  three  years. 
Shutterbugs  typically  take  three 
times  as  many  pictures  with  digi- 
tal cameras  as  they  do  with  film. 
They  may  erase  many,  but  their 
enthusiasm  for  picture-taking 
grows.  Once  digitized,  an  image 
can  be  shared  via  e-mail,  cell 
phone,  Palm  Pilot  or  the  latest 
display,  the  liquid-crystal  photo 
frame,  the  combination  ratchet- 
ing up  the  number  of  people  or- 
dering prints.  Kodak  is  targeting 
all  of  these  outlets. 

In  Kodak's  old  world,  retailers 
make  most  of  the  money  from 
printing  pictures.  Thcv  get  a  25% 
margin — a  $1.73  markup — on  a 
$7  set  of  prints,  with  scant  invest- 
ment of  capital.  Kodak  gets  a  35% 
gross  margin  on  wholesale 
photofinishing  labs,  but  con- 
sumes a  lot  ot  capital  doing  so. 
The  result  is  a  slim  2%  profit  mar- 
gin before  interest  and  ta 

Carp  would  never  admit  to  it, 
but  if  Kodak  can  sell  prints  di-    Consumer  imaging  chief  Robert  Keegan  is  focusing 


heads  and  leaders  of  key  staff  group 
coordinate  strategy.  Many  of  the  exe 
tives  were  on  lots  of  corporate 
gooder  committees  devoted  to  di\ 
sity,  environment  and  leadership, 
told  us  to  get  off  as  many  of  thos< 
possible  and  focus  more  on  revei 
growth  and  teamwork,"  says  Candy 
Obourn,  who  runs  the  docume 
imaging  group,  which  gets  roug 
$850  million  from  sales  of  high-sp 
scanners  and  microfilm.  Carp  also 
formed  a  seven-member  Digital  Exe 
tive  Council,  which  holds  freewheel 
teleconferences  every  Friday  to  t 
strategy.  The  group  draws  from  year 
hard  lessons. 

Kodak  invented  the  centerpiece 


on  kids.  China  and  selling  pricier  film. 
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jH  we  own  the  envelope^ 


t   digital  camera — the  high-resolu- 

nsor — in  1986,  and  in  1994  it  in- 

t  duced  the  first  digital  model  below 

,000  mark.  Yet  getting  there  first 

jln't  assure  success.  When  Willy  C. 

!  h,  who  runs  Kodak's  digital-imaging 

t  dness,  joined  the  company  from  Sil- 

i  n  Graphics  in  July  1997,  a  magazine 

story  touted  HP's  ambitions  to 

I  ninate  digital  photography.  Three 

}  trs  later  Kodak  has  a  20%  share  of 

neras  to  HP's  4% — and  Shih  keeps  a 

med  copy  of  the  cover  in  his  office. 

But  while  Kodak  now  is  an  impres- 

e  number  two  in  digital  cameras, 

iling  only  Sony,  all  the  big  manufac- 

ers  lose  money  on  every  unit.  The 

npany  hopes  to  drive  down  costs  as 

:umes  climb,  Shih  says.  In  June 

dak  raised  its  stake  in  Chinon,  its 

ianese  cameramaker,  to  59%;  once  it 

s  66%,  Kodak  wins  the  right  to  move 

>re  of  the  operation  to  cheaper  digs 

China  or  Taiwan. 

Even  breaking  even,  however,  may 
good  enough  for  Kodak's  cameras. 
;e  cheap  cell  phones  and  PC  printers, 


the  hardware  is  a  loss  leader  to  get  cus- 
tomers to  buy  prints  and  services. 
Kodak  hopes  to  tie  Web  services  to  its 
camera  sales;  it  is  said  to  be  working  on 
a  deal  with  Disney  for  a  cheap,  Mickey- 
branded  digital  whose  images  will  be 
uploaded  directly  to  Disney's  Web  site. 

Another  new  business  looms  in 
printers  for  digital  pictures,  but  Kodak 
is  especially  weak  in  this  area,  despite  its 
hallowed  brand  in  photography.  About 
20%  of  digital  pictures  are  printed  out 
on  paper,  and  about  half  of  that  total 
are  done  at  home.  Last  year  Kodak  in- 
troduced its  first  inkjet,  the  Personal 
Picture  Maker,  made  by  Lexmark.  Con- 
sumers showed  little  enthusiasm.  HP 
has  a  much  stronger  presence  in  elec- 
tronics stores,  and  its  PhotoSmart  line 
outsold  Kodak  ten-to-one  last  Christ- 
mas; HP  still  has  70%  of  the  market. 

Carp  plans  to  try  again  this  holiday 
season  with  a  new  Lexmark-made 
printer.  But  he  now  focuses  more  on 
the  higher- margin  consumables  busi- 
ness. Kodak  leads  in  photo-quality 
paper  for  inkjets,  with  a  40%  share;  its 


In  a  new  TV  spot  for  Kodak,  a  brunette  in  a  black  bikini  pushes  her  beau  into  the  pool,  pulls 
out  a  sexy  little  camera  strapped  to  her  thigh  and  catches  the  moment.  It's  hip  and  it's  hot— 
I  very  un-Kodak.  "Not  exactly  babies  and  weddings,"  Robert  Keegan  says  with  a  devilish  grin. 

Keegan  is  president  of  the  consumer  imaging  division,  which  includes  Kodak's  old-line 
im  business,  but  these  days  he  doesn't  even  need  sex  to  sell.  Film  has  grown  10%  annually 
ir  the  past  two  years,  cameras  are  breaking  sales  records  and  the  rise  of  new  digital  mod- 
s  is  sparking  new  interest  in  picture-taking.  Digital  cinema,  always  overhyped  as  a  threat 
i  Kodak's  $1  billion  movie-film  business,  is  at  least  a  decade  away  from  reality,  if  ever. 

To  keep  things  humming,  Keegan  follows  a  three-prong  strategy:  Sell  to  kids,  sell  more 
(pensive  film  and  sell  more  in  emerging  markets  such  as  China.  Polaroid  scored  a  youth  hit 
:st  year  with  its  i-Zone  instant  cameras,  which  spit  out  thumbnail-size  photos.  Keegan's  re- 
Donse  is  the  Access  Advantix,  a  curvaceous  throwaway  aimed  at  people  in  their  20s.  His 
oops  are  winning  in  the  store.  Sales  of  higher-speed  Max  and  Advantix  film,  which  cost  $1 
$2  more  than  200-speed  Gold,  are  now  58%  of  the  total,  up  from  30%  in  1997. 

After  years  of  middling  results  in  China,  Kodak  moved  aggressively  there  in  1998, 
lending  $1  billion  on  a  film-and-paper  factory  complex  in  Xiamen.  In  return  the  Chinese 
ovemment  gave  Kodak  the  exclusive  right  among  foreign  firms  to  make  film  inside  the 
Duntry  through  2002,  saving  millions  of  dollars  in  annual  import  duties.  Fuji  is  shut  out 
ut  will  counter  at  some  point.  In  the  meantime  Kodak  has  a  leading  share  and  grew  30% 
ist  year.  "It's  already  our  second-largest  consumer  market— and  will  be  our  biggest  before 
iy  career  is  over,"  says  Kodak  Chief  Daniel  Carp.  —B.U. 


paper  sales  will  approach  $100  million 
this  year  and  could  triple  in  four  years, 
analysts  say.  In  the  fall  Kodak  will  go 
after  a  big  HP  profit  engine  by  selling 
its  first  line  of  Kodak-branded  inkjet 
cartridges. 

Bigger  opportunities  could  lie  in 
Web-based  photo  services — if  Kodak 
can  get  its  act  together.  Its  much-hyped 
venture  with  America  Online,  "You've 
Got  Pictures,"  flopped.  It  lets  AOL 
members  share  their  snapshots  online 
after  they  pick  up  their  prints  from  a 
drug  store,  but  fewer  than  5%  of  AOL's 
23  million  members  use  it.  Sites  like 
Snapfish  and  Ofoto  were  giving  it  away 
free,  while  "You've  Got  Pictures" 
charges  $7  on  top  of  retailers'  $9  fee. 

"Everyone  got  a  piece — the  retailer, 
AOL  and  us — and  all  the  pieces  made 
the  total  [price]  too  big  for  the  con- 
sumer," says  Carp.  Kodak  and  AOL  are 
negotiating  lower  pricing,  but  it  re- 
mains to  be  seen  how  even  a  big  price 
cut  can  beat  a  freebie. 

Kodak  fared  no  better  on  its  own.  In 
1997  it  launched  the  Picture  Network 
for  posting  images  online  and  ordering 
prints  off  the  Web.  It  was  thinly  mar- 
keted and  not  much  ever  came  of 
it.  In  1998  Kodak  sought  outside 
help,  investing  $25  million  for  a 
51%  stake  in  tiny  Picture  Vision  in 
Herndon,  Va.  PictureVision 
started  PhotoNet,  a  rival  system 
of  scanners  and  servers  for  retail- 
ers. Kodak  folded  Picture  Net- 
work into  PhotoNet  and,  in  May, 
bought  the  rest  of  PictureVision 
for  $90  million. 

The  potential  is  huge.  U.S. 
households  use  an  average  of 
nine  rolls  of  film  per  year,  drop- 
ping them  off  in  the  tall  photo 
envelopes  that  litter  drug  stores 
and  photo  shops.  Kodak 
processes  40%  of  all  those.  That's 
a  hook  into,  say,  40  million 
homes;  now  figure  half  are  on- 
line. If  Kodak  can  sign  just  20% 
of  the  Web- ready,  its  PhotoNet 
site  would  have  twice  as  many 
members  as  Zing,  the  Web-photo 
leader.  "The  one  capturing  the 
most  pictures  fastest  wins,  and 
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Yqm  Take  The  Pictures.  Kodak  (And  Everyone  Else)  Does  The  Rest 

!  In  the  old  days,  you  dropped  off  your  roll  and  got  prints  back.  Now  that  digital  photography  is  finally  ubiquitous,  images  are  | 
showing  up  on  a  panoply  of  devices.  This  puts  Kodak  squarely  in  competition  with  new  rivals  such  as  Sony,  HP  and  Yahoo. 


OLD  WAY 


DIGITAL  WAY 


Desktc 
printel 


Set-top  box 


Cell  phone 


we  own  the  envelope,"  says  Shih. 

Buying  prints  off  the  Web  is  already 
a  $425  million  business,  with  Kodak 
holding  a  15%  share  of  the  market.  It 
could  triple  in  a  few  years.  In  June 
Kodak  launched  a  digital  service, 
PrintAtKodak,  to  produce  prints  for 
itself  and  Internet  companies.  Kodak 
has  locked  up  nine  customers, 
including  four  of  the  top  photo  Web 
sites — Ememories,  PhotoPoint,  My- 
Family.com  and  Snapfish.  These  are  the 
very  guys  that  were  supposed  to  put 
Kodak  out  of  business. 

Now  Kodak  even  invests  in  a  few  of 
them.  Shih  shuttles  from  headquarters 
in  Rochester,  N.Y.  to  Silicon  Valley  to 
play  venture  capitalist.  This  year  he  has 
put  $5  million  to  $10  million  apiece  in 
Ememories,  Snapfish,  MyFamily.com 
and  Weave  Innovations.  Weave  runs  a 
network  for  distributing  images  to 
those  new  LCD  photo  frames.  For  its 
money,  Kodak  gets  equity,  print  rev- 
enue and  an  early  peek  at  how  the  on- 
line photo  revolution  is  taring.  Kodak's 
retail  archrival,  Fuji,  is  nowhere  online. 
'  the  Kodak  name,  so  venerated 
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in  film,  doesn't  start  with  much  credi- 
bility online — that  has  to  be  earned.  In 
April  Ebay  bypassed  Kodak  to  grant 
tiny  Ipix  the  right  to  charge  its  mem- 
bers 50  cents  for  showing  up  to  six  im- 
ages of  an  auction  item.  Shutterfly, 
backed  by  Jim  Clark,  won  Yahoo's 
printing  business.  In  June  Kodak  lost 
the  contract  to  manage  Sony's  Image- 
Station  photo  site.  Sony  gave  it  to  year- 
old  Zing. 

Kodak  has  a  better  time  with  the 
big  retailers  it  has  supplied  for  years.  In 
June  it  signed  a  printing  deal  with 
drug-store  chain  CVS.  Since  CVS.com 
launched  the  new  scanning  service,  it 
has  generated  twice  the  scanning  traf- 
fic that  Kodak  usually  gets.  Then 
again,  Kodak's  Shih  had  to  fight  to 
win  the  photo-printing  business  of 
BlueLight,  the  online  arm  of  Kmart, 
which  is  Kodak's  biggest  photofinish- 
ing  customer. 

"Originally  they  gave  me  the  old 
IBM  talk — total  solution,  brand 
name — which  I  ignored.  But  after  we 
called  their  bluff,  they  came  digging 
back  and  said,  'We  can't  lose  this,'"  says 


Mark  H.  Goldstein,  chief  executive 
BlueLight.  But  these  big  retailers  \| 
get  nasty  if  Kodak  pushes  too  hard 
its  own  rival  service,  PrintAtKodl 
"We'll  walk  if  they  get  too  aggresshl 
says  Michael  Levit,  BlueLight's  direc] 
of  business  development. 

Going  digital  will  mean  more  str^ 
gle  ahead,  and  the  company  could 
falter.  At  a  $17  billion  market  capitalil 
tion,  it  would  be  a  light  snack  fol 
Yahoo  or  a  Hewlett-Packard.  Dan  Ci 
glares  when  he  hears  any  such  tal 
"You're  in  dangerous  territory  therj 
he  says  icily. 

"We're  moving  from  an  entitl 
ment-based  culture  to  a  performanj 
based  one,"  says  Carp.  "There's  alwJ 
a  challenge  in  doing  that,  but  tl 
is  the  first  time  in  my  career  I| 
seeing  creativity  unleashed  in 
growth  environment." 

Kodak's  transformation  is  painj 
and  unfinished.  But  after  years  of  digil 
struggle,  what  comes  next  looks  a  \vh(| 
lot  better  than  what  came  before, 
shutterbugs  in  Rochester  just  might  pj 
off  this  impossible  mission. 
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We've  got  our 
eye— and  ear- 
on  you:  Lauren 
Wilson  and 
Marc  Owensby 
add  a  new  twist 
to  the  wireless 
busti  J 
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ONNECTED 

f  w's  this  for  targeted  advertising:  Spotcast  will  know  not  just  who  you  are— but  where  you  are. 


ITOMAS  KELLNER 

T'S  AN  ANCIENT  BUSINESS  METHOD: 
Give  away  a  product  or  service  to  a 
customer  willing  to  submit  to  an 
advertisement.  Broadcast  television 
has  always  worked  that  way,  and  re- 
itly  we've  witnessed  advertiser-sup- 
-ted  freebies  in  long-distance  service, 
nail  and  even  PC  hardware.  So  Spot- 
t  Communications,  of  Silver  Spring, 
1.,  which  offers  brief  voice  ads  deliv- 
d  at  the  start  of  a  cell  phone  call  in 
hange  for  free  air  time,  is  part  of  a 
ig  tradition. 

But  there's  a  novel  angle  here — 
Dtcast  aims  to  take  advantage  of  the 
t  that  cell  phone  systems  know  ex- 
ly  where  a  caller  is  located.  Fancy  the 
ssibilities:  You  are  strolling 
wn  Elm  Street  at  7  p.m.  on 
•riday.  As  you  dial  a  num- 
r,  the  system  pipes  in  with 
ad  for  a  new  restaurant 
ee  blocks  away. 
The  entrepreneurs  behind 
e-year-old  Spotcast  are 
ire  Owensby,  39,  the  former  vice  pres- 
et of  Lockheed  Martin's  interna- 
nal  telecom  division;  his  twin  brother, 
aig;  and  sister,  Lauren  Wilson.  The 
'eesome  rolled  out  their  technology 
t  September  in  Hong  Kong,  where 
>bile  phone  penetration  is  55%  (to  a 
re  32%  in  the  U.S.),  leasing  the  sys- 
n  to  SmarTone  Communications  and 
Dples  Telephone.  These  telcos  offer  up 
4  minutes  of  free  calling,  if  sub- 
ibers  listen  to  40  seconds  of  ads.  By 
w  140,000  mosdy  twenty- something 
lers  have  signed  up.  In  June  the  com- 
ny  signed  up  SingTel  Mobile  of  Sin- 


gapore, which  swaps  100  free  minutes  a 
month  for  two  10-second  ads  before 
each  call.  SingTel  expects  to  sign  up 
120,000  callers  for  the  free  call  service 
within  the  first  12  months  of  introduc- 
ing it.  France's  Cegetel  will  be  first  in 
Europe  with  the  free  calling,  beginning 
this  fall. 

Phone  users,  at  least  the  ones  with 
more  time  than  money  on  their  hands, 
love  the  option.  The  wireless  companies 
love  it,  too.  They  pick  up  ad  revenue 
($120  to  $175  for  delivering  10-second 
spots  to  1,000  listeners)  while  adding 
customers  they  would  probably  not 
otherwise  have.  SingTel  says  it  will  re- 
coup its  $600,000  investment  in  Spot- 
cast's  technology  within  one  year. 


PHONE  USERS,  AT  LEAST  THE  ONES 
WITH  MORE  TIME  THAN  MONEY 
ON  THEIR  HANDS.  LOVE  THE  OPTION. 


The  ads-for-calls  idea  is  starting  to 
attract  some  competition  abroad. 
GratisTel,  run  by  Sweden's  Iquity  Sys- 
tems, interrupts  free  calls  with  10-  to 
15-second  messages.  Spotcast  technol- 
ogy, though,  can  upstage  rivals  in  one 
important  respect:  It  tracks  which  ads 
customers  respond  to  or  ignore  (see 
box,  p.  116),  building  a  response  profile 
for  the  next  call.  It  can  also  pinpoint  a 
caller's  immediate  street  location  and 
pair  that  information  with,  say,  a 
restaurant  or  retailer.  Says  Owensby, 
"The  real  key  to  owning  customers  is  in 
owning  their  profile,  their  e-personal- 


ity.  We'll  start  to  know  you  better  than 
maybe  you  even  know  yourself." 

Behind  the  hyperbole  lies  the  real- 
ity of  cellular  phones  with  data  screens 
built  in,  and  of  something  called  wire- 
less access  protocol.  WAP  allows  de- 
vices with  different  transmission  stan- 
dards— say,  European  GSM  and 
American  CDMA — to  receive  Internet 
data.  The  voice  ad  will  beg  you  to 
check  out  such-and-such  a  Web  site, 
and  if  you  bite,  a  click  will  place  a  link 
to  that  site  at  the  top  of  your  WAP 
links.  Additionally,  some  day  soon,  in 
lieu  of  a  voice  ad  Spotcast  will  be  de- 
livering video  advertising  onto  your 
phone  as  you  initiate  a  call.  Spotcast 
has  filed  for  patents  on  its  precision 
targeting  system  and  on  a 
special  guiding  technology 
that  can  take  an  interested 
user  directly  to  the  site  of 
a  WAP-based  advertiser. 

That  has  impressed 
some  big-name  investors. 
KKR  and  Tarrant  Venture 
Partners,  a  fund  run  by  Texas  Pacific 
Group,  put  in  a  combined  $7.5  million 
for  an  approximately  20%  stake.  Spot- 
cast  has  raised  a  total  $16  million  so  far. 
The  founders  say  audio  ads  are  just 
the  start.  The  company  hopes  to  become 
a  leader  in  mobile  commerce,  allowing 
cell  users  to  pay  bills,  sell  stocks,  bid  in 
auctions  or  shop  in  stores  with  their 
phone  linked  to  a  cyber  credit  card.  Ad- 
vertisers, for  their  part,  can  shape  their 
messages  to  increase  their  effectiveness, 
for  instance  providing  female  voice- 
overs  to  customers  who  respond  better 
to  a  woman's  voice.  But,  of  course,  the 
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zes: 

new  technology  will  draw  other,  much 
better  capitalized  players  to  m-com- 
merce  Mobile  phone  titans  like  Verizon 
Communications  and  Vodafone  Air- 
Touch  plan  to  have  advertising  systems 
in  place  within  a  couple  of  years. 

This  means  Spotcast  has  to  scurry  to 
gain  any  advantage.  Analysts  expect  to 
pull  in  $5  million  to  $8  million  in  rev- 
enues this  year,  mosdy  from  licensing  his 
technology  to  the  Asian  telcos,  and  a  frac- 
tion from  a  small  share  of  advertising  fees 
from  the  likes  of  Warner  Bros.,  Gillette 
and  Toshiba.  This  is  not  an  easy  sale.  De- 
spite a  road  show  in  June,  SingTel,  for  ex- 
ample, has  signed  up  only  13  advertisers. 
Being  first  in  this  business  will  be  advan- 
tageous but  not  decisive.  F 


This  Ad's  for  You 


» 


Spotcast  built  its  technology  around  a  data  warehouse  that  stores  advertiseme 
consumers'  profiles  and  billing  data  on  a  Dell  Computer  server.  The  process 
gins  when  a  new  subscriber  fills  out  a  questionnaire  listing  profession,  marital 
housing  status,  hobbies,  entertainment  preferences  and  so  on.  That  informatio 
keyed  in  and  tracked  closely  by  a  "content  chooser"  system,  which  creates  a  flexible  j 
sonality  for  each  user— noting  consistent  patterns  and  deviations.  "If  you  say  go 
your  favorite  sport  but  you  start  responding  to  bowling  ads,  the  system  will  say,  'Ah-h 
a  secret  bowler!'  and  switch  to  bowling  pitches,"  says  Marc  Owensby. 

Pattern-recognition  software  links  personal  data  and  corresponding  ads— al 
with  the  caller's  location— a  split  second  after  the  call  is  made,  but  before  the  p 
are  connected. 

Privacy  nuts  won't  like  any  of  this.  But  Owensby  says  information  about  pers 
profiles  and  telco  accounts  are  stored  separately  and  are  linked  through  Spotc 
encrypted  system  only  when  the  roaming  cellular  customer  picks  up  the  phone.— 


TRICKS  WITH  BRICKS  AND  CLICK 

From  frozen  fruit  to  old  PCs,  Rebound  is  dragging  the  liquidation  business  into  the  digital  age 


BY  CHANDRANI  GHOSH 

IMAGINE  TRYING  TO  MOVE 
1.9  million  boxes  of  cereal 
from  a  canceled  order. 
Or  30,000  cases  of  2.5-ounce 
bars  of  soap,  rejected  because 
the  buyer  wanted  2.2-ounce 
bars.  Excess  inventory — from 
frozen  strawberries  to  six- 
month-old  laptops — is  a 
$350-billion-a-year  headache 
for  retailers  around  the  world. 
But  it's  a  big  opportunity 
for  Marybeth  Dee,  35,  and 
Jeremy  Tang,  32.  "The  ex- 
cess-goods industry  has  been 
around  for  a  long  time,"  says 
Dee.  "But  it's  fragmented, 
regional,  zero-percent  auto- 
mated and  has  layers  of 
middlemen  who  add  fat 
margins."  She  ought  to 
know.  As  the  head  of  Tradecorp,  a  Ira 
ditional  liquidation  company  that 
moved  branded  consumer  goods  from 
North  America  to  Southeast  Asia,  she 
saw  a  lot  of  inefficiencies.  Which  is  why 
she  and  Tang,  who  worked  for  a  pri- 
vate investment  company  in  Hong 
Kong,  founded  Rebound.  Like  Ebay, 
the  San  Francisco-  and  Hong  Kong- 
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Time  is  on 
Marybeth 
the  goods 


her  side: 

Dee  delivers     based  outfit  never  takes 

—anywhere,      possession  of  the  goods, 

but  brings  together  buyers  and  sellers 

over  the  Internet — for  a  6%  cut  from 

whichever  party  originates  the  deal. 

Goldman  Sachs  liked  the  idea  well 
enough  to  put  in  the  better  part  of  a  $5 
million  first  round  for  a  20%  stake. 
Says  Laure  L.  Wang,  an  associate  at 
Goldman,  "We  really  liked  the  fact  that 
Rebound  is  global,  unlike  its  competi- 


tors"— Tradeout.coi 

which  deals  in  consul 

and  industrial  excess 

ventory,     and     Retailtl 

change.com,  which  traf 

only  in  consumer  goc 

mostly  in  the  U.S.  Rebou| 

employs  82  people  in  14  < 

fices  across  Asia  and  Noil 

America;  93%  of  its  tra 

actions  have  been  cross-b( 

der.    Five    months    af 

launch  Dee  and  Tang  hal 

$  1 20  million  worth  of  goc 

listed  on  their  site.  They 

pulled  in  $390,000  in  re 

enues — but  have  a  mond 

burn  rate  of  $500,000. 

To  kick  up  sales,  tl 
team  is  emphasizing  t 
human  touch  in  a  digital  service.  I 
partly  a  response  to  technophobia 
an  ancient  industry.  "In  the  beginni 
the  staff  at  Rebound  had  to  walk  r 
through  every  step,"  says  Gary  Wai 
owner  of  a  traditional  liquidatu 
firm  in  Reno,  Nev.  "I  hadn't  even  us< 
e-mail  before."  Particularly  challen 
ing,  Ward  found,  was  negotiatii 
through  Rebound  without  direct  col 
tact  with  the  seller.  But  its  system  easi 


THE  VOICE  OF 

SMALL  BUSINESS  is  being  heard 


The  Voices  from  Main  Street  National  Survey 

ISSUES  CITED  AS  "VERY  IMPORTANT  BY  SMALL  BUSINESS  OWNERS 

Improving  sdiook  training  young  people  for  work 

Affordable  healthcare  for  employees 

77% 

Affordable  healthcare  for  business  owners 

76% 

Tax  cuts  tax  reform 

74% 

Reducing  government  regulations  and  paperwork 

72% 

Interest  rates 

68% 

Crime 

64% 

Reducing  the  budget  deficit 

61% 

Reducing  estate  ("death")  taxes 

58* 

Reducing  social  security  payroll  taxes 

54% 

Internet  security 

54% 

Availability  of  credit 

46% 

Minimum  wage  guidelines 

39« 

American  Express-  Small  Business  Services  is 
helping  you  put  small  business  issues  on  the 
national  agenda.  Through  our  Voices  from 
Main  Street  program,  vveve  sponsored  online 
chats,  live  events  and  a  national  advertising 
campaign.  We  also  fielded  a  national  survey 
asking  small  business  owners  like  yourself  to 
identify  important  issues  to  their  business.  Get 
involved  —  log  on  to  americanexpress.com  and 
help  us  make  the  voice  of  small  business  heard. 

Voices 

from  Main  Street 


Small  Business 
Services 


SPEAK   UP   FDR   SMALL  BUSINESS. 

LDG    ON    TD    AMERICANEXPRESS-COM 


For  sale— $120  million  worth  of  excess  stuff:  Jeremy  Tang 


accommodated  familiar  haggling — 
on  price,  method  of  payment,  ship- 
ping and  quantity  of  goods.  Since 
then  Ward  has  completed  three  trans- 
actions, worth  $300,000,  each  with  an 
increasing  degree  of  automation,  and 
he  has  two  new,  large  deals  in 
the  works. 

Every  one  of  Rebound's  2,000 
customers,  split  roughly  between 
buyers  and  sellers,  has  an  account 
manager  to  help  register  and  post 
products  on  the  site — or  find  out 
about  a  purchasing  opportunity. 
Five  merchandisers  match  products 
to  buyer  profiles  and  then  put  in 
calls  to  let  buyers  know  the  goods  are 
up  for  sale.  There's  even  an  out  for 
clients  who  aren't  comfortable  with 
the  online  auction  process;  they  can 
transact  business  through  account 
managers. 

To  build  digital  trust  and  mini- 
mize chances  of  fraud  Rebound  has 
set  up  a  qualification  process  for  buy- 
ers, sellers  and  the  goods  that  trade 
hands.  "We  have  rejected  over  25%  of 
those  who  register  on  our  site  because 
we  only  want  genuine  buyers  and  sell- 
ers,'  Account  managers  do 

thorough  job  of  due  dili- 
gence, inten  i  prospective 
clients  within  2-1  hours  •»!  their  sign- 
ing on,  doing  cred,.    hecks,  getting 


bank  and  trade  refer- 
ences— even      occa- 
sionally visiting  the 
prospect's  office.  Be- 
fore posting  anything 
online  Rebound  in- 
spects all  products, 
either  by  sending  an 
account  manager  to 
look  at  local  goods 
or  by  insisting  that 
samples  be  sent  to 
one  of  their  offices. 
Buyers  have  the  op- 
tion of  paying  for  a 
more  detailed  phys- 
ical inspection  by 
Societe  Generale  de 
Surveillance,      one 
of  the  world's  largest 
third-party  inspectors. 

Rebound  is  building  relation- 
ships with  trade  associations  and 
chambers  of  commerce  around  the 
globe.  "We  have  reached  a  lot  of 
clients  through  organizations  like  the 
China  External  Trade  Development 
Council  and  the  American  Chamber 
of  Commerce,"  says  Tang.  The  com- 
pany's customer  base  is  growing  at 
45%  a  month.  Still,  to  reach  Tang's 
objective  of  breaking  even  next  year, 
they'll  have  to  sell  a  lot  more  of  those 
frozen  coconut-breaded  shrimp  and 
candle  jars.  F 


►  hy  the  k'umlx  i  ■ 

Lots  of  Odd  Lots 

Thanks  to  the  Web,  for  every  seller 
of  something  there's  probably  a  buyer. 


The  value  of 
B2B  e-commerce  for  excess 
inventory  in  2002. 

The  North  American  and 
Asian-Pacific  share  of  the  world's 
consumer  surplus  market. 


Rebot 


largest  transaction— mostly 
candles,  photo  frames  and  vases 

Sources.  Forrester  Research:  Rebound 


THE 

FATHER 
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Successful  dads  are  a  tougt 
act  to  follow— especially  if 
they  give  you  every 
advantage.  Can  Gussie 
Conrades  measure  up? 

BY  PHYLLIS  BERMAN 

IT  JUST  SEEMS  GUSSIE  HAS  HAD  MC 
fun  along  the  way  than  I  ever  di 
says  George  Conrades,  the  61 -ye 
old  chief  executive  of  Akamai  Tec 
nologies.  He's  talking  about  the  car 
of  his  only  son,  Gus,  32.  Hmmm — < 
pends  on  how  you  define  fun.  If 
means  a  lot  of  job  hopping  in  an  efft 
to  win  your  old  man's  approval,  G 
has  certainly  had  a  blast. 

For  his  part  George  had  a  disti 
guished  3 1  -year  career  at  IBM,  becoi 
ing  a  senior  vice  president  and  a  a 
didate  for  the  top  job.  That  ended 
1992  in  a  bruising  collision  with  Jo 
Akers,  IBM's  chief  executive  at  t 
time — which  cured  him  of  big  corp 
rate  life.  His  next  job  was  running  B) 
(once  Bolt,  Beranek  &  Newman) 
Web  pioneer  that  built  the  Arpanet,  t 
predecessor  to  the  Internet,  for  t 
Pentagon  in  the  1960s.  Conrades  coi 
mercialized  this  think  tank  by  turni 
it  into  a  consulting  firm  and  selling 
to  GTE  Internetworking.  Next 
joined  Polaris  Venture  Partne 
known  for  backing  Akamai,  which  i 
lieves  congestion-related  Intern 
crashes  for  e-commerce  businessc 
That  led  to  his  current  position  as  Ak 
mai's  chief  executive,  with  holdin 
worth  $820  million. 

How  do  you  compete  with  such  a 
complishments?  By  trying  to  carve  o 
something  of  your  own.  "My  dad  is 
business  legend,"  Gus  sighs.  Unlike  r 
father,  who  grew  up  in  Youngstow 
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NOT  SINCE 

SANTA  CLAUS 

HAS  ANYOW  MADE  THIS  MANY  NDS 

THIS  HAPPY  IN  ONE  DAY. 


On  Saturday,  July  8th,  Amazon.com  and  FedEx  made  Harry  Potter  and  the  Goblet  of  Fire 
one  Of  the  largest  book  releases  in  Internet  history.  The  Harry  Potter  series  is  a  phenomenon,  and 
the  arrival  of  the  fourth  adventure  of  the  young  wizard  had  kids  in  a  state  of  anticipation  like  it  was  the  night 
before  Christmas.  Amazon.com  went  the  extra  mile  by  putting  the  book  in  the  hands  of  parents  on  the  first  day 
it  was  released.  They  used  a  variety  of  FedEx  services,  including  FedEx  Home  Delivery,  the  customer-friendly 
alternative  for  reliably  shipping  packages  from  businesses  to  busy  people,  even  on  Saturday.  The  result  was  over 
250,000  books  delivered  in  just  one  day.  To  find  out  how  FedEx  Home  Delivery  can  make  you  happy, 
call  1  -800-Go-FedEx,  or  visit  fedex.com.  Be  absolutely  sure.® 


Home  Delhi 


;1*J;U:i*U* 


Ohio  and  worked  his  way  through 
Ohio  Wesleyan  University,  Gus  had 
every  advantage  as  a  kid.  He  was  reared 
in  affluent  Greenwich,  Conn.  After 
graduating  from  Dartmouth  in  1990  he 
spent  three  years  in  Merck's  field  sales 
force,  then  worked  on  the  equities  desk 
at  Lazard  Freres. 

Striking  out  on  his  own  proved  a  lot 
harder.  He  cofounded  Webbed  Com- 
munications, a  Web  site  designer,  and 
sold  it  with  little  return  to  investors.  His 
Internet  consultancy,  Velocity  Systems, 
was  bought  by  GTE  Internetworking  for 
less  than  $100,000.  A  backer  of  both 
ventures,  Morgan  Stanley  Advisory  Di- 
rector Frederick  Whittemore  quips,  "I 
always  kid  Gus  that  his  youth  was  spent 
in  my  tax  returns." 

Will  there  be  capital  gains  one  day? 
When  Gus  joined  GTE  Internetwork- 
ing, he  found  his  most  promising  op- 
portunity— Ul'-.  client  Sterling  Invest- 
ment Pa>  i  about  to  spin  off 
an  auto  (  nerce  operation. 


FORGET  FIRST-MOVER 
ADVANTAGE.  HE  CAN 
EXPECT  AS  MUCH  B2B 
COMPETITION  AS  B2C 


Gus  volunteered  to  write  the  business 
plan  and,  later,  to  run  the  company, 
Wrenchead.com.  He  was  simply  fol- 
lowing a  passion:  He'd  built  a  go-cart 
at  age  10,  then  worked  summers  at  a 
gas  station  to  buy  a  1957  Chevrolet  Bel 
Air  on  which  he  tinkered  endlessly. 

Once  more  Gus'  dad  came  through, 
making  introductions  at  Polaris  Ven- 
tures, where  George  had  recently  be- 
come a  partner.  If  his  colleagues  liked 
the  deal,  George  explained,  they  could 
recommend  it  to  other  VCs.  Turns  out 
they  wanted  in,  and  ponied  up  $2  mil- 
lion; another  $1  million  came  from 
Sterling.  Papa's  pull  also  came  in  handy 


with  CBS,  where  he  is  a  bo 
member:  The  network  agr< 
to  give  Wrenchead.com  J 
million  worth  of  promot 
and  advertising  for  a  22% 
uity  stake.  That — plus  its  sp< 
sorship  of  Monster  Jam,  wh 
enormous  trucks  with  oven 
wheels  race  one  anothei 
should  give  Wrenchead.a 
plenty  of  exposure  for  the 
million  different  auto  part: 
sells  online. 

Now  to  deliver  on  his  ov 
Gus  is  in  a  rich  field — the  $ 
billion  do-it-yourself  aul 
parts  market.  E-commei 
counts  for  an  infinitesin 
fraction  of  it.  But  sir 
Wrenchead.com  launched 
June  1999,  two  outfits  in  t 
same  business,  ExpressAul 
Parts.com  and  CarParts.co 
have  jumped  into  the  sai 
space. 

Changing  directions,  Gus 
going  after  a  different  m< 
ket — professional  mechani 
He  can  probably  for^ 
about  first-mover  advantaj 
Wrenchead.com  can  expect 
much  competition  in  B2B  as 
had  in  B2C.  Predicts  James  La 
of  Lang  Marketing  Resouro 
"Within  months  there  will 
eight  to  ten  companies  vyii 
____    for  this  business." 

Gus  declines  to  comme 
on  revenues,  though  his  competitors  s 
that  no  one  is  booking  orders.  Sti 
Wrenchead  probably  won't  run  out 
gas  anytime  soon.  Gus  himself  recenl 
raised  $42  million  from  Goldman  Sac! 
Wit  Capital  and  PaineWebber,  giving  J 
company  a  valuation  of  $150  million 
With  so  much  to  prove,  you'd  e 
pect  some  trepidation,  but  Gus  seen 
preternaturally  calm.  His  form 
backer,  Frederick  Whittemore,  ej 
presses  a  simple  faith.  "Gus  has  the  ei 
thusiasm  to  do  it,  and  I  think  he's  sma 
enough,"  he  say.  "It's  a  question  of  di 
cipline.  Sooner  or  later  they've  got  I 
have  revenues.  Even  profits." 
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ping  track  of  multiple  domain  names  is  an  enormous  responsibility.  Maintenance  Plus"  from 
iimes^can  help.  We'll  consolidate  all  of  your  .com,  .net.  .org  and  country-specific  domain  names 
lone  account.  Well  give  you  one  quarterly  statement  for  all  domain  name  fees  and  related  management 
ices.  We  11  also  renew  all  of  your  domain  names  automatically,  so  nothing  falls  between  the  cracks, 
learn  more,  call  us.  And  let  us  take  the  domain  name  management  burden  off  your  shoulders. 


-on  tact  us  to  maintain  your 

domain  names  worldwide. 
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ADAM  SMITH  AND  BRETT  CANI II  I  1 1 
were  on  their  way  to  their  favorite 
espresso  spot  one  morning  in  May 
1997  when  they  hit  rush  hour  on  Seat- 
tle's Interstate  5.  Traffic  was  so  stalled 
that  they  had  to  forgo  their  Java  hit  in 
order  to  make  a  meeting.  On  the  way 
they  popped  a  couple  of  breath  mints. 
An  idea  was  born. 

A  month  later  Smith  and  Canfield, 
college  and  car-pooling  chums,  left 
their  jobs  at  game  publisher  Wizards  of 
the  Coast  to  create  Penguin  Caffeinated 
Peppermints.  There  are  75  mints  in  a 
$3  tin;  6  mints  pack  the  same  wallop — 
60  milligrams  of  caffeine — as  an  8- 
ounce  cup  of  coffee.  They  launched  the 
parent  I  Five  Brands — yes,  named  after 
the  interstate — with  $60,000  in  credit 
card  debt  and  $25,000  in  cash. 

Mint  sales  are  growing  taster  than 

gum  sales  these  days,  thanks  largely  to 

Philip  Morris'  reintroduction  of  Al- 

tiich  dominal  mil- 
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lion  market.  But  there's  nothing  sweet 
about  this  business  for  little  guys. 
Working  out  of  Canfield's  tiny  apart- 
ment with  two  cell  phones  and  a  desk 
made  out  of  a  door  and  milk  crates,  the 
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Making  a  Mint 

Sales  are  rising  as  consumers  are 
starting  to  choose  breath-freshening 
candy  over  gum. 


u 


u 


Revenues  of 
bestselling  mint  Altoids  in  the  52 
weeks  ending  June  18. 

A  lethal  dose 
of  caffeine,  when  taken  orally. 

Total  pounds 
of  mints  sold  in  the  U.S.  in  the  52 
weeks  ending  Feb.  27. 

Sources  Information  Resources:  Addiction  Research 
Foundation. 


Taking  the 
bait:  Brett 
Canfield  and 
Adam  Smith 
turned  a  mo- 
ment of  inspi- 
ration into  a 
burgeoning 
business. 


duo  started  looking  for 
makers  and  packaging  sourc 
They  had  to  cough  up  $20,0 
for  one  manufacturer,  which 
failed  to  deliver  the  prod 
Chronically   undercapitali: 
they  took  jobs  at  night  waiting 
bles  and  parking  cars. 

Just  as  Penguin  mints  w< 
rolling  out  in  1998,  in  came  the  1 
guns.  Wm.  Wrigley  Jr.  Co.,  the  vt 
erable  gum-maker,  introduc 
Stay  Alert  gum.  Surprisingly, 
bombed.  Despite  Wrigley's  dist 
bution  and  marketing  muscle,  St 
Alert  sales  were  only  $108,000 
the  year  ending  June  18,  accordi 
to    Information    Resources, 
Chicago-based  market  research 
Sales  of  Penguin  mints,  mea 
while,  have  been  growing  1 
100%.  Smith,  28,  and  Canfield, j 
have  sold  800,01 
tins  so  far  this  ye 
For  the  full  ye 
they  hope  to  n 
$200,000    on 
million  in  revenu 
from  1.5  millic 
tins.  Good  luck  tr 
ing  to  find  the  mints:  Penguin  is  sold 
only  1 5,000  stores,  mostly  apparel  shop  ' 
That's  a  hangover  from  the  early  day 
when  Canfield  and  Smith  didn't  have  tl 
clout  or  the  bucks  to  jump  onto  tl 
candy  racks  at  Wal-Mart  or  CVS.  So  th 
approached  stores  like  Urban  Outfittei 
Linens  'n  Things,  Eastern  Mountai 
Sports  and  Newbury  Comics,  a  popul; 
Boston-area  record  store.  A  fifth  of  tl 
revenue     comes     from     the 
Web  site. 

"We'll  never  be  in  a  position  whei 
the  sum  of  all  of  our  sales  will  b 
enough  for  a  Kmart  to  give  us  a  fa 
shake,"  says  Canfield.  That's  okay  fc 
now,  but  IFive  can't  stay  that  way  foi 
ever.  "It's  very  much  the  Faustia 
dilemma,"  says  Kenneth  Harris,  mai 
keting  analyst  and  partner  at  Cannor 
dale  Associates  in  Evanston,  111.  "The 
have  to  figure  out  how  to  keep  bein 
hip  while  trying  to  [expand]  the  distri 
bution  and  make  more  money' 


Los  Angeles 

Arm  Chamber  of  Commerce 


Andy  Kane 
Managing  Partner,  Los  Angeles 


Arthur  Andersen 

Arthur  Andersen  first  committed  to  Los 
Angeles  by  opening  our  local  office  in 
1927.  In  the  more  than  seven  decades 
since,  we  evolved  with  this  dynamic  city. 

We  practiced  here  when  Al  Jolson 
jolted  the  movie  world  with  the  first 
"talkie,"  The  Jazz  Singer.  And  we  work 
here  today  as  L.A.  expands  its  global 
leadership  in  software,  manufacturing, 
apparel,  film,  television  and  the  conver- 
gence of  technology,  media  and 
telecommunications. 

Our  strength  resides  in  the  diversity 
of  L.A.'s  communities.  The  varied  back- 
grounds and  experiences  of  the  1,500 
people  in  this  office  unite  to  develop 
new  tools  and  resources  that  allow  our 
clients  to  thrive  on  change  and  the 
opportunities  it  creates. 

We  love  our  home.  Our  people  live 
here.  They  actively  participate  in  the 
community,  from  building  homes  to 
serving  on  many  charitable  and 
educational  boards.  Together,  Los 
Angeles  and  Arthur  Andersen  will 
help  create  the  communities  and 
economies  of  tomorrow. 


Los  Angeles 

Area  Chamber  of  Commerce 


Arthur  Andersen 


When  people  think  of  busi- 
ness in  Los  Angeles,  they 
typically  think  entertainment 
and  aerospace.  But  now  a  new  player 

has  emerged  on  Southern  California's  business  landscape,  born  in 
the  wake  of  the  region's  two  hallmark  industries  and  poised  to  make 
L.A.  a  dominant  force  in  the  growing  New  Economy. 

Over  the  past  few  years,  the  high-tech  and  new  media  industry 
has  swept  across  Southern  California  like  a  prairie  fire,  fueled  in 
large  part  by  the  considerable 
engineering,  design  and  creative 
brain  trusts  that  have  propelled 
the  region's  aerospace  and  enter- 
tainment sectors. 


It's  a  trend  that  has  local  civic  lead- 
ers like  Ezunial  Burts,  president  of  the 
Los  Angeles  Area  Chamber  of  Com- 
merce, beaming  with  pride:  "Los  Ange- 
les has  capitalized  on  its  talents  as  a 
television  and  film  producer,  a  manu- 
facturing center  and  a  leading  source 
of  design,  creativity  and  lifestyle  to 
become  one  of  the  fastest  growing 
regions  in  the  country  for  high  tech." 

And  he  hopes  to  keep  it  that  way. 
Burts's  organization  has  joined  forces 
with  Mayor  Richard  Riordan*s  L.A.  Busi- 
ness Team  and  the  Los  Angeles  Con- 
vention and  Visitors  Bureau  to  launch 
a  new  business  support  effort  dubbed 
LA  TradeMark,  which  counts  among  its 
main  goals  promotion  of  the  area's  New 
Economy  sector. 

Currently  there  are  an  estimated 
8.000  high-tech  and  new  media  com- 
panies in  the  region,  ranging  from  on- 
line retailers  and  digital  imaging  houses 
to  telecommunications  firms  and  com- 
puter hardware  and  software  manufac- 


turers. One  building  in  L.A.'s  historic 
core,  an  82-year-old  former  bank  head- 
quarters now  wired  for  broadband  Inter- 
net access,  is  home  to  46  high-tech 
and  new  media  startups. 

Across  Southern  California,  the 
number  of  such  companies  has  report- 
edly jumped  by  60%  from  as  recently  as 
a  year  ago,  and  the  region  has  been 
ranked  by  the  Santa  Monica-based 
Milken  Institute  as  the  nation's  third 
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Tajudin  Ramli 
Chairman,  Malaysia  Airlines 


Malaysia  Airlines 

Over  the  past  50  years,  Malaysia  Air- 
lines has  grown  to  become  Southeast 
Asia's  largest  airline,  and  one  of  the 
world's  premier  international  carriers. 
In  the  prestigious  2000  World  First 
Class  Survey  by  Inflight  Research  Ser- 
vices, Malaysia  Airlines  was  named  as 
the  carrier  with  the  world's  best  cabin 
service.  And  Malaysia  Airlines  Business 
Class  cabin  service  achieved  the  high- 
est rating  of  any  airline  in  Conde  Nast 
Traveler's  latest  survey  of  frequent  busi- 
ness travelers. 

From  its  Los  Angeles  gateway, 
Malaysia  Airlines  flies  B747-400s  direct 
to  Kuala  Lumpur  via  Tokyo  or  Taipei. 
From  Newark  International  Airport,  it 
offers  the  only  nonstop  service  to 
Dubai,  continuing  on  directly  to  Kuala 
Lumpur  aboard  its  exclusive  B777 
SuperRanger™  Series,  the  world's  most 
luxurious  jetliners.  From  Kuala  Lumpur's 
new  ultramodern  KLIA  Airport,  Malaysia's 
vast  global  network  serves  more  than 
110  cities  across  6  continents. 
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leading  center  for  high-tech  and  new 
media  output.  At  the  same  time,  ven- 
ture capital  continues  to  pour  into  local 
companies,  reaching  heights  of  $705 
million  during  the  first  quarter  of 
this  year  alone  -  a  150%  increase  over 
a  year  ago,  according  to  Pricewater- 
houseCoopers. 

Forget  valleys  and 

alleys,  LA.  has  an 

entire  coast  — 

the  Digital  Coast 

Despite  recent  jitters  among 
investors  nationwide,  particularly  in 
the  business-to-consumer  Web  enter- 
prises, Southern  California  companies 
continue  to  be  seen  as  "excellent"  or 
"very  good"  investment  prospects 
among  75%  of  venture  capitalists  sur- 
veyed by  the  Technology  Alliance  of 
Southern  California,  according  to  the 
group's  president,  Rohit  Shukla. 

Silicon  Valley,  Watch  Out! 

The  growing  collection  of  Southern  Cal- 
ifornia new  media  companies  has 
even  adopted  a  catchy  moniker  to 
underscore  its  place  among  the 
nation's  high-tech  elite.  Forget  valleys 
and  alleys,  L.A.  has  an  entire  coast  - 
the  Digital  Coast. 

Among  Digital  Coast  companies  that 
have  already  become  household  names 
are  New  Economy  trailblazers  such  as 
Earthlink  and  idealab!,  and  high-profile 
e-tailers  and  Internet  portals  such  as 
eToys  and  GoTo.com,  both  offspring  of 
idealab! 's  Pasadena  incubator.  On  the 
hardware  side,  Southern  California  firms 
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such  as  Irvine-based  Broadcom  are  at 
the  forefront  of  efforts  to  develop  the 
next  generation  of  high-speed  Internet 
connectivity. 

What's  more,  industry  analysts  say 
that  with  its  already  well-established 
efficiencies  in  production  of  media 
"content"  (i.e.,  movies  and  television), 
Southern  California  is  positioned  to 
become  a  natural  hub  for  the  new, 
high-quality  digital  content  set  to  roar 
through  the  high-speed  broadband 


Internet  of  the  future.  L.A.  already  has 
a  lock  on  freeways;  why  not  the  infor- 
mation superhighway  too? 

The  region's  road  to  the  Internet, 
however,  started  long  before  the  first 
freeways  were  ever  built,  back  in  the 
early  days  of  Hollywood  and  the  aero- 
space industry.  In  1913,  the  region's 
nearly  inexhaustible  trove  of  fair  weath- 
er helped  attract  and  nurture  the  fledg- 
ling film  industry,  which  at  the  time 
relied  largely  on  sunlight  to  illuminate 
sets  and  scenes. 

Less  than  a  generation  later,  the 
opening  of  Hughes  Aircraft  helped 
secure  Southern  California's  dominant  I 
role  in  the  development  of  aviation, 
space  flight  and  satellite  technology. 


ti  the  minute  you  step  on  board  to  the 
"nent  you  arrive  at  your  destination,  our 
!  at  Malaysia  Airlines  is  to  soothe  your 
ses.  It's  a  dedication  that's  won  our 
t  and  Business  Class  services  the  most 
stigious  industry  awards  year  after  year, 
aboard  our  B777  SuperRangers™  and 


B747-400s  direct  to  Kuala  Lumpur  from 
Los  Angeles  via  Tokyo  or  Taipei,  or  from 
Newark  via  Dubai.  Or  continue  on  to  any  of 
our  more  than  110  destinations  worldwide. 
Either  way,  you'll  arrive  rested  and  ready  to 
spread  your  wings.  For  more  information, 
call  Malaysia  Airlines  at  (800)  552-9264. 
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Add  to  that  the  growth  of  research 
centers  such  as  the  California  Insti- 
tute of  Technology  and  UCLA,  and  the 
region  has  been  awash  in  high-tech 
engineers  for  decades. 

Los  Angeles: 

Birthplace  of  the  Internet 

Even  history's  first  computer-based 
communications  network  became 
operational  in  Los  Angeles.  In  1969, 
UCLA  graduate  students  Vint  Cerf  and 
Robert  Kahn  developed  the  Arpanet 
for  the  U.S.  Department  of  Defense, 
allowing  researchers  across  the  coun- 
try to  communicate  via  high-speed 
electronic  correspondence.  "Silicon 
Valley  was  just  a  pasture  at  that 
point,"  Shukla  said. 
Cerf  and  Kahn  also  coined  the 


term  "Internet"  four  years  later. 

Although  L.A.'s  aerospace  industry 
has  undergone  major  restructuring 
over  the  past  decade,  Shukla  said, 
the  local  satellite  communications 


movies,  television  and  music.  Thf 
region,  with  its  reputation  as  a  hotbec 
of  innovation,  is  also  the  source  o 
major  design  trends  in  automobiles 
industrial  machinery  and  consume 
goods.  Many  individuals  stoking  those 
trends  come  from  the  area's  wel 
respected  art  and  design  schools  sucf 
as  the  California  Institute  of  the  Arts 
and  the  Art  Center  College  of  Design 


sector  has  remained  strong  and 
is  an  integral  part  of  the  high- 
tech  vanguard  working  to  make 
the  Wireless  Web  as  common 
as  cell  phones. 

No  one  doubts  L.A.'s  suprema- 
cy in  the  realm  of  entertainment,  but  its 
creative  prowess  does  not  stop  with 


Move  to  the  Digital  Coast 

L.A.  Business  Team 

L.A.'s  Business  Team  is  your  partner  for  success.  Our  goals  are  positive  and  proactive: 
to  attract  and  retain  businesses  for  the  City  of  Los  Angeles  and  to  strengthen  the  small- 
to  medium-sized  business  network  that  is  the  foundation  of  Los  Angeles.  L.A.'s  Busi- 
ness Team  has  helped  more  than  400  companies  relocate,  expand  and  thrive  in  Los 
Angeles.  Much  of  our  success  rests  on  our  ability  to  identify  and  access  resources  within 
various  economic  development  entities  throughout  Los  Angeles  and  Southern  Califor- 
nia. For  more  information  on  the  L.A.  Business  Team,  call  toll  free  at  (800)  472-2278 
or  visit  our  Web  site  at  www.cityofla.org/BUSTEAM/. 

Los  Angeles  Area  Chamber  of  Commerce 

The  Los  Angeles  Area  Chamber  of  Commerce  supports  the  local  business  environment 
and  is  Southern  California's  leading  advocacy  organization.  The  Chamber  can  advance 
your  business  through  its  many  business  development  opportunities  and  shape  business 
issues  in  your  favor  through  its  advocacy  efforts.  Have  the  Los  Angeles  Area  Chamber  of 
Commerce  in  your  corner.  For  more  information,  please  contact  the  Chamber  at  (213) 
580-7500  or  visit  our  Web  site  at  www.lachamber.org. 


"This  area  has  a  double  advantage, 
Shukla  said.  "You  have  the  robust  rem- 
nants of  the  aerospace  industry  that 
provide  technical  and  engineering 
expertise  for  these  new  ventures.  You 
also  have  a  base  of  creative  profes- 
sionals, not  just  in  the  entertainment 
industry,  but  in  other  fields  such  as 
industrial  and  product  design." 

And  Southern  California  companies 
are  a  primary  beneficiary  of  the  local 
talent  pool.  Santa  Monica-based  Digital 
Domain,  which  creates  special  effects 
for  movies,  television  and  even  theme 
parks,  recruits  technicians  and  design- 
ers from  around  the  world  but  has 
found  roughly  40%  of  its  500-employee 
workforce  locally. 

EStyle,  an  online  clothing  retailer 
started  by  former  Disney  marketing 
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strategist  Laurie  McCartney,  has  also 
drawn  heavily  on  the  local  brain  trust. 
"We  have  everything  from  design  to 
technology  in  Southern  California,"  she 
said.  "We  have  a  really  great  pool  of 
resources." 

It's  that  pool  that  many  see  as 
L.A.'s  ace  in  the  hole  in  this  cen- 
tury's "Economy  of  Ideas"  -  an 
advantage  that  not  only  ensures 
its  role  as  a  major  player,  but 
could  also  propel  it  to  the  rank  of 
industry  leader. 

Said  Milken  Institute  research- 
er Ross  DeVol:  "I  think  we're 
going  to  see  more  innovative 
activity  taking  place  in  Los  Ange- 
les relative  to  Silicon  Valley." 

High  Tech  Takes  Root  in 
L.A.'s  Epicenter 

Activity  of  the  sort  DeVol  is  refer- 
ring to  is  popping  up  almost  every- 
where in  the  region  from  West  Los 
Angeles  and  Santa  Monica  to  Orange 
County  and  downtown.  Once  mainly 
known  for  its  large  corporate  head- 
quarters, downtown  now  hosts  a  grow- 
ing array  of  high-tech  and  new  media 
startups. 

Mark  Bolour  owns  a  former  bank 
building  at  548  Spring  St.,  which  until 
about  two  years  ago  had  been  all  but 
empty.  To  spark  interest  in  the  property, 
Bolour  made  a  deal  to  give  little-known 
startup  FastServe.net  free  rent  in 
exchange  for  wiring  his  12-story  struc- 
ture for  broadband  Internet  access. 

The  deal  turned  out  to  be  the  right 
medicine  for  the  building's  chronic 
vacancy.  Now  548  Spring  St.  is  80% 
occupied,  mostly  with  high-tech  and 


multimedia  startups,  and  Bolour  has 
taken  another  innovative  step  by  pro- 
viding incubator  and  business  support 
services  to  his  tenants. 

"Our  goal  is  to  help  these  compa- 
nies grow  however  we  can,"  said  Tonia 
McDonald,  president  of  Global  Busi- 


Scott  Ross 
Founder,  Digital  Domain 

ness  Incubation  (GBI),  which  provides 
technical,  administrative  and  other 
support  services  to  the  building's  40- 
plus  denizens. 

GBI's  services  include  such  incuba- 
tor fare  as  common  office  manage- 
ment and  use  of  shared  office  equip- 
ment to  in-house  classes  on  business 
plan  and  revenue  model  preparation, 
and  networking  sessions  with  accoun- 
tants, lawyers  and  venture  capitalists. 

GBI  has  also  impaneled  an  advisory 
board  headed  by  Teledyne  cofounder 
George  Kozmetsky  and  even  provides 
tenants  with  interns  from  local  uni- 
versities. 

"We  want  to  bring  in  as  many 
people  as  possible  who  can  be  of 


Los  Angeles 
Area  Chamber  of  Commerce 


assistance  to  these  startups," 
McDonald  said. 
Meanwhile  in  Santa  Monica,  Digital 
Domain  is  showing  how  estab- 
lished companies  are  helping 
themselves  by  adapting  their  busi- 
ness models  to  take  advantage  of 
new  high-tech  opportunities. 

For  the  past  eight  years,  Digi- 
tal Domain  has  been  a  leading 
player  in  computer-assisted  spe- 
cial effects,  helping  provide  the 
visual  "wows"  in  such  films  as 
"Titanic,"  "Apollo  13"  and  this 
summer's  "X  Men." 

Now  the  company  is  looking  to 
expand  its  offerings  and  become 
a  force  in  Internet-driven  new 
media.  Company  founder  Scott 
Ross,  who  cut  his  teeth  in  digital 
effects  at  George  Lucas's  Industrial 
Light  and  Magic,  is  positioning  Digital 
Domain  to  begin  creating  digital  imag- 
ing and  Web  presences  for  major 
clients  and  advertisers. 

As  Ross  tells  it,  the  move  is  a  nat- 
ural choice  given  the  direction  both 
Internet  and  digital  technology  are 
heading. 

And  fortunately  for  him  and  thou- 
sands of  local  entrepreneurs  like 
him,  L.A.'s  twin  cultures  of  creativity 
and  technical  know-how  are  helping 
them  lay  the  groundwork  for  a  new 
information  technology  juggernaut 
expected  to  make  today's  Web 
a  quaint  antique  within  a  matter 
of  years.  ■ 


REVITALIZED  CALIFORNIA  ECONOMY 

PROVIDES  NEW  OPPORTUNITIES  FOR 

GROWTH  AND  INVESTMENT 


In  California's  sesquicentennial  year, 
its  $1.2  trillion  economy  is  exceeded 
only  by  the  U.S.  and  six  other  nations. 
California's  record  economic  expansion 
has  been  driven  by  its  unique  nexus  of 
forward  thinkers  and  risk-takers,  com- 
bined with  a  skilled  labor  force, 
research  labs,  venture  capital  and  a 
supportive  state  government. 

Economic  prosperity  and  the  quality 
of  life  have  historically  drawn  people 
from  around  the  world.  With  an  increas- 
ing per  capita  personal  income,  the 
resident  population  of  34  million  pro- 
vides a  ready  market  of  sophisticated 
consumers  and  workers. 

The  New  Economy 

California  has  the  largest  and  most 
diverse  state  economy  in  the  U.S. 

Prior  to  the  1990-1991  recession, 
the  California  economy  was  heavily 
dependent  on  aerospace  and 
defense-related  jobs.  As  part  of  its 
economic  recovery,  California  rein- 
vented itself  and  emerged  with  a 
substantially  more  diverse  and  knowl- 
edge-based service  economy.  With 
strengths  in  high-tech  manufacturing 
and  services,  and  foreign  trade, 
California  has  positioned  itself  as  a 
leader  in  advanced  telecommunica- 
tions, multimedia,  biotechnology  and 
Internet  equipment. 

Industry  Highlights 

California's  economic  strength  is 
based  on  a  broad  spectrum  of  indus- 
tries. 

The  Golden  State  has  been  the 
nation's  number  one  food  and  agricul- 
ture producer  for  more  than  50  years. 
The  state's  farmers  produce  more  than 
350  different  crops  and  commodities, 
with  over  half  of  the  nation's  fruits  and 
vegetables  grown  in  California. 

Technology  is  the  core  of 
California's  economic  engine. 
California  research  institutions  per- 
formed groundbreaking  biotechnology 


"firsts"  by  implanting  a  foreign  gene 
into  a  bacterium  by  recombinant  DNA 
methods,  and  by  using  the  polymerase 
chain  reaction.  Both  were  critical  pro- 
cesses in  the  Human  Genome  Project, 
one  of  the  most  anticipated  events  in 
the  biotechnology  industry. 

Rapid  advances  in  biotechnology 
would  not  have  been  made  as  quickly 
without  computers  and  the  software 
that  runs  them.  California's  invention 
of  the  semiconductor  exploded  into 
one  of  the  pillars  of  the  state's  vigor- 
ous economy.  Computers  and  soft- 
ware are  now  ubiquitous  in  nearly 
every  industry  and  manufacturing 
process,  and  power  the  phenomenally 
fast-growing  Internet. 

Just  one  of  the  myriad  beneficiaries 
of  California's  electronic  prowess  is 
the  motion  picture  industry.  Combining 
artistry  with  computer  wizardry,  the 
motion  picture  industry  can  create  fan- 
tastic special  effects  for  movies,  com- 
mercials and  video  games. 

Filmmaking  really  got  its  start  in  the 
state  because  of  Southern  California's 
moderate  year-round  climate.  The 
region's  beauty  and  diversity,  coupled 
with  its  chameleon-like  quality  enables 
it  to  match  a  wide  range  of  locations  in 
the  world.  This  natural  beauty  draws 
visitors  from  around  the  world  to  enjoy 
every  form  of  relaxation  and  recreation, 
from  fishing  remote  mountain  streams 
to  thrill-seeker  amusement  rides. 

The  apparel  industry  is  probably  sec- 
ond only  to  Hollywood  in  conveying  the 
California  image.  California  specializes 
in  women's  wear,  and  has  a  larger 
apparel  industry  than  New  York.  Many 
fashion  trends  begin  in  California 
where  a  wide  variety  of  recreational 


Check  out  www.wildca.com 

for  details  on 

Adventures  in  Wild  California, 

a  newly  released  giant  screen  film  for 

IMAX'  theaters  worldwide. 
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activities  inspire  designs  for  everything 
from  swimsuits  to  snowboards. 

Investment 

California  has  long  been  recognizee 
for  entrepreneurial  spirit  and  leading 
edge  innovations.  The  state  is  a  par 
ticularly  desirable   place  for  invest- 
ment with  its  renown  for  electronics 
and  medical  technology,  and  its  work 
class  universities  and  research  labs. 
California  spends  $34  billion  annually 
on  research  and  development,  anc 
ranks  number  one  in  both  universit 
and  industrial  R&D.  The  state  has 
workforce  of  16  million,  and  nearly 
quarter  of  the  adult  population  are 
college  graduates. 

In  1999,  47%  of  the  venture  capital) 
invested     in    the     U.S.     was    inl 
California  companies.  The  first  quar- 
ter of  2000  set  a  new  state  recon 
with  investment  of  $7.3  billion. 

Overseas  investors  have  long 
appreciated  the  value  of  California 
investments.  The  state  has  consis- 
tently been  the  largest  recipient  of  for- 
eign direct  investment  in  the  U.S., 
garnering  $92  billion  in  1997. 

Exports 

Investment  dollars  help  California  com- 
panies create  products  that  are  in 
demand  the  world  over.  California 
exports  $100  billion  in  manufactured 
goods,  16%  of  the  nation's  total.  Three 
of  the  top  five  busiest  container  ports 
in  America  are  located  in  California,  the 
largest  in  Los  Angeles/Long  Beach. 

For  information  on  doing  business  in 
California,  please  visit  the  Trade 
and  Commerce  Agency  Web  site  at 
http:  /  /commerce.ca.gov . 


California's  main  export 
has  always  been  the  future 
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PUBLISHING 


Horror 
Story 

Publishers  are  abuzz  about  e-books, 
and  Gemstar  wants  to  own  the  emerging 
market.  One  question:  What  market? 


BY  PETER  KAFKA 

STEPHEN  KING  HAS  JUST  RE- 
leased  his  umpteenth  scary 
novel,  and  it  particularly  hor- 
rifies the  publishing  indus- 
try— but  stirs  new  hope 
among  those  engaged  in  a  long-thwarted 
pursuit:  the  electronic  book. 

E-books  used  to  get  lumped  in  with 
the  same  science-fiction  stuff  as  jetpacks 
and  lunar  colonies.  Suddenly  they  are 
present  tense.  A  few  months  ago  half  a 
million  people  downloaded  a  Stephen 
King  novella,  the  first  big  splash.  Now 
King  is  bypassing  Simon  &  Schuster  to 
release  his  next  novel  online,  selling  it  for 
Sl  a  chapter.  Some  41,000  fans  down- 
loaded Chapter  1  in  the  first  15  hours. 

"My  friends,  we  have  a  chance  to  be- 
come Big  Publishing's  worst  nightmare," 
King  says  on  his  Web  site. 

Now  players  big  an  :  say  the 

world"  bookworms  are  i         to  dump 

the  pocket  paperback  a  their 

1 1  the  small  screen.      blishers 
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are  rushing  to  get 
their  bestsellers  in 
electronic  form  in 
time  for  Christmas. 
Technophiles  see  a 
future  free  of  ink 
and  paper;  authors 
talk  about  liberating 
themselves  from  old 
contracts.  E-book 
sales  could  hit  $2.3 
billion  or  10%  of 
the  business  in  five 
years,  Andersen 
Consulting  says. 

Gemstar-TV 
Guide  International 
Croup  (the  VCR 
programming  com- 
pany added  to  its 
name  after  purchas- 
ing TV  Guide  in  July) 
spent  $400  million 
to  acquire  two  e- 
book  outfits  in  Jan- 


u.  !.  This  fall  it  unveils  two  new  e-book 
I  ices,  hyped  with  a  $100  million  mar- 
ki  ng  campaign. 

'The  whole  concept  is  to  try  to  re- 
Iduce  the  reading  experience  and 
ij  ce  it  a  little  bit  better,"  Gemstar  Chief 
E  cutive  Henry  Yuen  says.  He  predicts 
1 .000  new  readers  will  be  sold  in  six 


months  by  Thomson  Multimedia's  RCA 
division,  which  makes  the  product  under 
license  and  will  price  it  at  $250  and  up. 
After  that,  he  sees  sales  of  more  than  3 
million  e-books  annually. 

But  myriad  e-book  entries  have  strug- 
gled over  the  years.  In  1986  Franklin  Elec- 
tronic Publishers  introduced  a  crude  fore- 
runner. It  started  out  as 
a  spellchecker  with  a 
one-line  display  and 
was  unable  to  import 
book  downloads  until 
last  year.  (This  fall 
Franklin  introduces 
eBookMan,  a  Palm- 
size  reader  priced  at 
$130  to  $230.)  Sony's 
Data  Discman  debuted 
in  the  U.S.  in  1991  but 
was  discontinued  in 
1994.  These  days  most 
digital  books,  like 
King's  newest  novel, 
are  designed  for  PCs 
rather  than  for  hand- 
held gadgets. 

Plenty  of  obstacles 
could  prevent  the  e- 
book  from  going  mass- 
market.  Dueling  in- 
compatible formats 
burden  publishers  and 
confuse  consumers. 
Publishers  don't  have  a 
handle  on  how  much 
to  charge  for  this  new 
medium.  And  the  e- 
books,  in  their  early  it- 
erations, still  don't  rival 
the  ultimate  in  high 
resolution:  ink  on 
paper  (no  rebooting 
required). 

Right  now  e-book 
sales  are  barely  a  foot- 
note. At  most,  25,000 
handheld  e-book  de- 
vices have  been  sold  to 
date.  Sales  of  e-book  ti- 
tles likely  run  less  than 

Curiouser  and  curiouser: 
A  Gemstar  e-book  and 
the  real  thing. 


$5  million. 

The  players  themselves  are  limited. 
Gemstar  sells  a  paperback-size  device 
with  a  4.5-inch-by-3-inch  screen,  and  a 
magazine-size  tablet  with  a  6-inch-by-8- 
inch  screen.  The  black-and-white  LCD 
screens  can't  display  print  more  clearly 
than  106  dots  per  inch,  while  cheap  laser 
printers  start  at  300  dots  per  inch. 

Other  e-book  formats,  meanwhile, 
come  in  two  sizes:  unwieldy — designed 
to  be  read  on  desktop  or  laptop  com- 
puters— and  impractical,  designed  to  be 
read  on  small  PDAs  that  can  display  only 
a  couple  of  paragraphs  at  a  time. 

And  e-books  are  still  mostly  text-only 
translations.  Random  House  now  offers 
150  digital  titles,  but  one-third  of  its 
50,000-title  catalog  can't  be  transferred 
to  current  e-reader  formats  because  most 
screens  can't  handle  multiple  colors  or 
large  graphics. 

Amazon.com  gave  away  over  250,000 
Stephen  King  downloads  last  spring  but 
won't  sell  e-books  anytime  soon:  "The 
devices  aren't  ready  for  prime  time,"  a 
spokesman  says. 

Gemstar  also  must  overcome  a  po- 
tent foe:  Microsoft.  The  two  companies 
are  pushing  rival — and  incompatible — 
sets  of  standards  and  formats.  Microsoft 
rolled  out  its  e-Book  Reader  software  in 
January,  to  be  used  with  its  Windows  op- 
erating system  for  PCs,  laptops  and  its 
new  PocketPC  PDAs. 

That  will  force  customers  to  pick  a 
format  and  hope  it  doesn't  turn  out  to 
go  the  way  of  the  Betamax.  Other  players 
offer  still  more  diverting  options.  Glass- 
book  of  Waltham,  Mass.  sells  its  own  e- 
book  reader  software,  currently  available 
only  for  desktops  and  laptops.  Boulder, 
Colo.-based  NetLibrary's  Peanut  Press 
distributes  text  for  Palms  or  Windows  CE 
handheld  gadgets. 

The  prospect  of  warring  standards 
makes  even  optimists  hedge  their  bets. 
Andersen  Consulting's  forecast  of  $2.3 
billion  by  2005  relies  on  the  industry 
adopting  a  single  standard.  "There's  no 
way  anyone  is  going  to  make  money  sup- 
porting a  whole  multiplicity  of  formats," 
partner  Kenneth  Mifflin  says. 

Gemstar's  and  Microsoft's  e-books 
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work  in  much  the  same  way — con- 
sumers purchase  the  book  online,  down- 
load it  to  their  PCs  and  then  read  it  there 
or  port  it  to  a  handheld.  But  they  pursue 
decidedly  different  strategies:  Yuen  wants 
to  sell  dedicated  e-book  devices,  serve  as 
middleman  between  publishers  and 
readers  and  collect  a  toll  of  up  to  20%  of 
each  purchase.  Microsoft  gives  away  its 
software  and  lets  publishers  and  retail- 
ers work  it  out.  Revenue  will  come  from 
license  fees  from  manufacturers  and  a 
transaction  fee  of  about  3%. 

Most  e-books  cost  about  as  much  as 
their  printed  counterparts,  sometimes 
much  more:  BarnesandNoble.com  sells 
Stephen  King's  Bag  of  Bones  in  paperback 
for  $6.39  plus  shipping— but  charges 
$22.40  for  the  digital  version. 

Yet  bits  are  cheaper  than  paper,  cut- 
ting costs  of  production  and  distribution. 
And  publishers  never  have  to  worry 
about  retailers  handing  back  50%  of  their 
e-book  inventory,  as  they  do  with  tradi- 
tional texts.  What  gives?  Part  of  the  rea- 
son is  that  publishers  don't  want  to  un- 
dercut sales  of  their  traditional  tomes; 
they  also  must  recoup  hefty  costs  to  gear 
up  for  e-books  even  as  they  foot  the  bill 


Book  Value 


If  books  by  the  byte  ever  do  take  off,  publishers  could 
save  significant  dollars:  Printing,  warehousing  and 
distribution  charges  can  eat  up  25%  of  a  book's  list 
price,  or  more  than  half  the  publisher's  cut,  says 
CIBC  Oppenheimer  publishing  analyst  Rudolf 
Hokanson.  But  they  are  unlikely  to  keep  these  dollars 
for  themselves— consumers  will  demand  cheaper 
books,  and  authors  will  demand  steeper  royalties. 

Revenue  distribution  for  a  $25 
"suggested  retail"  hardcover: 

DISCOUNT:  10%  ($2.50) 

RETAILER:  20%  ($5) 


WHOLESALER:  20%  ($5) 
PUBLISHER:  40%  ($10) 
AUTHOR:  10%  ($2.50) 

Sources:  Association  of  American 
Publishers;  Andersen  Consulting. 

for  conventional  publishing. 

"We  don't  have  any  savings  to  pass 
along,"  says  Richard  Sarnoff,  head  of 
Bertelsmann's  Random  House  digital 
strategy  division,  which  is  spending  $15 
million  on  a  new  digital  infrastructure. 
He  says  consumers  should  view  e-books 
as  "value-added"  propositions  with  ex- 


ir's  Henry  Yuen  is  betting  $500  million  that  the  e-book  has  arrived. 


tras  like  instant  delive 
and  built-in  glossarr 
"When  you  buy  a  bo 
you're  buying  contei 
You're  not  buying 
container,"  Sarnoff  says 
The  authors  of  th 
content  want  their  a 
too.  Time  Warner's  tra 
publishing  unit  offers 
standard  25%  royalty 
net  sales,  an  average 
hardcover  and  paperba 
rates.  But  others  say  t 
cut  must  be  greater  b 
cause  the  cost  of  extra  di 
ital  sales  is  so  marginal. 
"It's  going  to  be  ha 
for  me  to  tell  my  clients 
hand  over  a  lot  of  the 
money  to  the  publishei 
when  all  the  publishers  have  to  do  [to  st 
e-books]  is  make  a  phone  call,"  sa 
Robert  Gottlieb,  an  agent  at  William  Mo 
ris  who  represents  bestselling  authors  li 
Tom  Clancy  and  Dean  R.  Koontz.  He  sa 
his  clients  should  steer  clear  until  the  ma 
ket  grows  up — and  publishers  fork  ovi 
the  lion's  share  of  e-book  sales. 

Gemstar's  Yuen  is  confident  that 
of  these  hurdles  will  fall.  E-books  ce; 
tainly  will  get  better.  Gemstar's  new  dt 
vices  will  be  lighter,  with  color  screen 
and  will  feature  a  modem  jack  so  cor 
sumers  can  order  books  without  havin 
to  plug  into  a  computer.  They'll  also  g< 
cheaper — Yuen  says  his  costs  will  dr 
50%  within  six  months  of  launch 

Other  players  may  eventually  co 
even  closer  to  replicating  good  olo 
fashioned  books.  Cambridge-base 
eink.com,  using  technology  from  th 
Mir  Medialab,  is  working  on  a  reusabl 
"digital  ink"  that  will  look  like  ink  o 
paper  but  will  appear  on  a  screen 
won't  be  ready  for  three  years  or  mor 
"This  is  1908  in  the  auto  industry, 
says  Richard  Brass,  who  heads  Mij 
crosoft's  e-book  unit.  "These  are  th 
Model  Ts,  the  worst  and  most  inadequat 
devices  that  will  be  produced." 

What  then?  The  e-book  may  be  con 
fined  to  a  narrow  market  like  the  last  in 
novation  to  try,  and  fail,  to  challenge  th 
potency  of  print:  the  audiobook. 
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Using  our  own  e-business  suite, 

Oracle  saved 

$1  billion  in  1  year. 


E-business  Kit 

E-business  Suite 

Microsoft 

Database 

Oracle 

Epiphany 

Marketing 

Oracle 

Siebel 

Sales 

Oracle 

Clarify 

Support 

Oracle 

IBM 

Webstore 

Oracle 

Commerce  One 

Procurement 

Oracle 

SAP 

Manufacturing 

Oracle 

i2 

Supply  Chain  Mgmt 

Oracle 

SAP 

Financials 

Oracle 

PeopleSoft 

Human  Resources 

Oracle 

How  much  will  you  save? 

www.oracle.com 


)ht  ©  2000  Oracle  Corporations/Ml  rights  reserved  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation  Other  names  may  be  trademarks  of  their  respective  owners 


TECHNOLOGY 


KAII'IN  SI  II  I,  A  NETWORK  ENGI- 
neer  at  Ernst  &  Young  in  New 
York,  needed  a  fat  data  connec- 
tion to  test  his  computers  against  the 
rigors  of  a  hostile  Internet.  Right  away, 
and  only  for  a  while. 

But  setting  up  a  II  line  to  carry  1.5 
megabits  per  second  can  be  a  hassle,  re- 
quiring a  carrier  to  roll  trucks  and  de- 
ploy the  technicians.  WorldCom  told 
him  it  could  take  a  month.  Seth  figured 
other  large  carriers  would  take  just  as 
long.  So  he  called  little  known  lntelli- 
Space — and  got  his  bandwidth  in  less 
than  a  week. 

"Every  time  1  ask  them  tor  some- 
thing, I  get  it  right  away,"  he  says.  "Big 
companies  seem  to  have  a  longer 
chain  and  a  lot  more  politics  to  get 
through." 

IntelliSpac  :  has  wired  400  buildings 
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in  New  York  for  high-speed  access.  Fifty 
have  their  own  all-fiber  links.  Intelli- 
Space  also  has  just  signed  a  $200  mil- 
lion deal  to  lease  fiber  from  Metrome- 
dia in  51  cities. 

It  means  the  firm,  rather  than  re- 
quire one-year  leases  for  a  set  amount 
ol  capacity,  can  let  customers  order 
bandwidth  on  an  as-needed  basis.  In- 
stead o\  rolling  truckloads  of  techies, 
IntelliSpace  can  redirect  capacity  by 
rolling  a  computer  mouse. 

A  new  era  of  bandwidth-on-de- 
mand is  at  hand.  As  fiber  advances 
from  the  core  of  networks  to  the 
edges— to  neighborhoods  and  busi- 
nesses— customers  will  be  able  to  order 
varying  amounts  of  bandwidth  when, 
where  and  lor  how  long  they  want  it. 

That  will  push  videoconferencing 
and  other  slick  features  down  to  smaller 


Giving  broadband  to  tti 
masses:  IntelliSpace 
Chief  Marc  Josephson 

firms  that  can't  aft 
fat    pipes    full    ti 
Bandwidth-on-der 
could  alter  the  telec 
world    by    deliver 
what  users  want  mc 
instant      gratificat 
without        long-te 
commitment. 

"Customers  are 
ing  why  they  have  to  1 
the  bar  when  they 
want  a  drink,"  says  Tq1 
Ruelle,  chief  of  Sc 
Telecom  in  Chantilly,  j 
Sonic  sells  bandwidf 
the  minute  via  a  1 
megabit   pipe  lir 
New  York  and  Lone 
and   is  expanding 
both     sides     of 
Atlantic. 

"Every  business  i 
the  country  is  going 
need  broadband  ace 
so  the  opportunit 
huge,"      adds     Ma 
Josephson,  IntelliSpac 
chief  executive.  "Ri£ 
now  it's  like  the  ea^ 
days  of  fax  machines  before  they  1 
came  commodities,  and  only  big 
porations  could  afford  them." 

Demand  for  bandwidth  is  boo 
ing.  Corporate  titans  now  arm  work6# 
with  100-megabit  ports,  sucking  t> 
1 ,800  times  the  capacity  of  standard  5 
kilobit  modems.  But  it  can  take  an  ol 
line  telco  weeks  or  months  to  ho* 
them  up  to  the  rest  of  the  world. J 
high-speed,  cross-country  connecti 
between  branch  offices  can  cost  tho 
sands  of  dollars  a  month  and  req 
year-long  contracts. 

Unencumbered  by  old  voice  n 
works,  new  carriers  embrace  technol 
gies  that  switch  signals  optically,  tra 
and  bill  by  the  byte  and  move  arout 
bandwidth  on  the  fly.  They  promise 
replace  antiquated  designs,  such 
Sonet  rings  with  100%  redundant  c 
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parity,  with  an  Internet-like  mesh  run- 
ning at  a  fraction  of  the  cost. 

"We  aren't  building  our  network  to 
get  a  10%  or  20%  cost  advantage  but  to 
beat  rivals  by  an  order  of  magnitude," 
says  Kevin  O'Hara,  president  of  Level  3, 
which  will  roll  out  a  nationwide  fiber 
network  later  this  year. 

Pay-per-byte  now  is  available  only 


you'll  wait  weeks,' "  he  says. 

The  revolution  already  is  taking 
shape  in  New  York,  where  TV  produc- 
tion house  Crews  N  Production  Services 
has  just  begun  using  IntelliSpace's  "E- 
valve"  service  to  offer  MTV,  Showtime 
and  other  clients  streaming  video  for 
their  Web  sites.  IntelliSpace  charges 
Crews  only  for  the  bandwidth  it  actually 


and  64-kilobit  circuits  were  al 
good  enough  to  connect  callers,  lfl 
with  online  traffic.  Teleconferertu  ^ 
MP3  music  files  and  other  band* 
hogs  spill  demand  spikes  all  ovel 
map,  in  an  upward  trajectory  that  d 
ing  networks  are  ill-suited  to  matt 
The  1.5-megabit  Tl  line  Erii 
Young's  Seth  ordered  was  design 
carry  24  voice  calls.ll 
needed  more,  the* 
step  up  at  traditil 
carriers  is  a  T3,  wij 
hauls  28  times  as  al 
calls    as   a   Tl,   on 
megabits.  Stringing  T 
cross-country  ofteH 
volves  stitching  srrtf 
lines  together.  It  can 
months.  It  is  so  ifh^H 
AT&T  won't  guars 
delivery  dates. 

That  is  why  upsM 
are  lighting  up  fiberB 
speedy    new    gea^| 
quickly    as    they  1 
Sonic   began  hawli 
bandwidth-on-deiM 
-(    in  February  to  clieifl 
\E>    London  and  New'^B 
Fox  News  uses  Son! 
9  zap  video  clips  betv^l 

the  two  cities.  A  3 
technician      surfs  I 
Sonic's  Web  site  I 
types  in  a  desired  tnt 
duration  and  bit  rati 
the  news  feed  takes  tta 
minutes,  Fox  pays* 
three  minutes.  Perioi 

"Other  vendors 
online  booking,  but 


CUSTOMERS  ASK  WHY  THEY  MUST  BUY  THE  BAR  JUST  TO  GET  ABBMl 


here  and  there,  but  it  will  be  available 
nationally  in  a  matter  of  months,  savs 
Stephen  Alexander,  chief  technology  of- 
ficer at  optical  equipment  maker  (  Sena. 
He  expects  telecom  giants  to  jump  in 
and  thai  speed  of  deliver)  will  become 
paramount.  "By  next  war  I  expect  a  big 
iei  to  run  an  ad  sa)  ing,  'Order 
bandwidth  from  us  and  nf II  have  it 
immediately.  Order  from   mr  rivals  and 
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uses.  Other  carriers  wanted  to  lock  in 
annual  contracts  at  $4,000  to  $5,000  per 
month  for  six  megabits  per  second. 

"We're  |ust  getting  started  in  this 
business  and  couldn't  afford  to  bury 
ourselves  financially,"  says  Crews  Presi- 
dent Albert  Castiglia. 

It  is  hard  for  old-line  carriers  to 
keep  up.  Voice  was  a  predictable  world: 
Peak  demand  came  on  Mother's  Day, 


don't    sell    bandwidth    minute-v 
minute,"  says  Warren  Vandeveer,  \w 
heads  engineering  at  fox  News. '" 
savings  are  compelling." 

Bandwidth  will  soon  be  just  a 
commodity.  No  longer  will  it  be  hoi  v 
and  sold  in  increments  that  suit  the  c 
Bellheads;  instead  it  will  be  served  uph 
carte — only  as  much  as  you  want,  at 
only  when  you  want  it. 
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"...this  e-commerce  application 

lets  us  sell  not  just 

on  our  website 
but  on  thousands 


£4 

1     a 

of  other  sites 

...hundreds  of 

thousands  even. 


mmerce  just  got  bigger, 
ou  know  how  big? 

eb  can  let  you  do  business  anywhere.  And  now 

i    an  e-commerce  software  provider  that  not  only 

/ou  to   build  a  website  that  sells,  but  sell  on  any 

^re  you  can  find  customers.  Intershop.  Supporting 

'  range  of  current  and  emerging  e-commerce 
ogies.  from  Java  and  XML  to  WAP  and  ICE,  our 
tion  software  delivers   the   ability  to  sell  on  your 

•vith  a  foundation  thai  anda  revenue 


opportunities.  So  you  don't  have  to  start  over  with  a  new 
e-commerce  solution  to  sell  in  ways  and  places  like  never 
before:  online  marketplaces,  affiliate  websites,  portals  and 
through  wireless  devices.  You  can  even  build  your  own 
marketplaces  for  vendors  and  partners  that  will  let  you 
sell  their  product  for  your  own  profit.  Call  us  at  1  -877- 
499-4390.  And  never  worry  about  an  e-commerce  opportunity 
passing  you  by  again. 


RSHOP 


TEOMMLML 


T 


H_AJBJDLMf  A_B_E_ 


Lab 
Rats 


Build  a  better  mousetrap 
and  the  world  will  beat  a  path 
to  your  door.  Build  a  better 
mouse— will  users  do  the  same? 

BY  LEIGH  GALLAGHER 

PITY  THE  POOR  COMPUTER  MOUSE. 
As  technology  marches  on,  the 
most  attention  the  little  plastic 
pucks  get  is  when  their  owners  turn 
them  upside  down,  pry  open  their  un- 
derbellies and  bang  out  a  few  food 
crumbs  that  clog  the  rollerball. 

The  digital  rodents  finally  are  having 
their  day.  Mousemakers  are  dramatically 
advancing  the  art  and  science  of  point- 
and-click:  optical  mice  that  use  a  tiny  dig- 
ital camera  to  record  movement;  wireless 
mice  that  use  radio  frequency  signals; 
force-feedback  mice  that  jump 
and  recoil  in  your  hand 
as  they  react  to  on- 
screen events; 
even  an  "air 
mouse" 


Clever  critters:  Logitech's  cordless  mouse  sends 
radio  signals;  Apple's  optical  debut  turns  digital 
pictures  into  on-screen  movement. 


that  lets  you  navigate  by 
waving  the  thing  in  midair. 
"You  have  your  hand 
on  your  mouse  50%  of 
the  time  you're  using  the 
PC,"  says  Guerrino  De 
Luca,  a  former  Apple  mar- 
keting chief  who  is  chief 
executive  of  Logitech,  the 
world's  largest  mouse  house. 
"It's  about  time  people  paid  atten- 
tion to  it." 

And  they  are.  Apple's  new 
mouse,  a  $60  gadget  to  be  bun- 
dled with  new  Macs,  shared 
center  stage  when  Steve  Jobs 
&  Co.  unveiled  new  Macin- 
tosh   wares    last    month. 
Shaped  like  a  ladyfinger  and 
driven  by  optics,  it  has  no 
buttons  to  click — you  de- 
press the  entire  outer  shell. 
Apple's  new  model  is 
one  of  the  many  made  by 
Logitech.  Founded  19  years 
ago,  Logitech  holds  up  to  60% 
of  the  world  market  for  mice 
bundled  with  new  computers,  pro- 
ducing about  55  million  units  per 
year.  (That  original  pucklike  mouse 
lor  the  iMac?  Logitech.)  Its  mouse 
sales  approach  $400  million  a  year, 
about  60%  of  total  revenue  (key- 
boards, cameras  and  joysticks  provide 
the  balance). 

But  in  the  early  1980s  Logitech  got 
$70  for  a  mouse  sold  to  a  PC  maker; 
these  days  it  rarely  gets  more  than  $3 
apiece.  So  the  company's  engineers 


signals,  bj| 
they  needed ■ 
clear  line  of  sight  betwrt 
mouse  and  receiver  to  work.  LogitecB 
devices  use  radio-frequency  technolal 
A  battery-operated,  wireless  mouse  seifl 
radio  signals  to  a  receiver  plugged  in 
the  PC.  It  works  even  when  papers fl 
other  objects  obstruct  the  receiver's  pm 
Logitech's  force-feedback  mou . 
used  mostly  by  gamers,  lets  you  feel  tdl 
tures  in  a  basic  Windows  environing 
and  even  more  sensations — slipper 
work  on  better  mousing  for  a  growing  ness,  bumps — when  it  works  with  \\» 
fleet  of  high-end,  $50-plus  devices  sold      sites  that  use  special  software. 


on  retail  shelves. 

Cordless  technology  is  Logitech's 

strength.  It  introduced  the  first  cordless 
in  1992  and  has  sold 
4.5  million  wireless 
mice  and  trackballs 
(upside-down  mice 
with  a  big  ball  on  top, 
spun  by  the  thumb). 
Early  entries  used 


Not  for  the 
nearsighted: 
the  GyroMouse 
controls  the 
cursor  from 
up  to  40 
feet  away. 


These  entries,  however,  share  an  d 
mainstay:  the  ever-present  rolling  I 
on  the  underside.  Someday  it  could  di 
appear  as  optical  technology  g>n 
Logitech  has  made  optical  tracktv 
since  1995,  and  this  year  it  introduc 
an  optical  mouse  priced  at  $50. 

But  the  maker  has  some  hea\ 
petition.  Microsoft's  hardware  divisi( 
sells  $1 .5  billion  a  year  in  input  d< 
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"With  Microsoft 

Windows  2000  Professional, 

our  people  can  work 

anywhere,  anytime,  and 

that's  helping  us  quickly 

become  an  e-culture." 


V.P. 


rr  si 


TFfH 


and  its  staff  of  40  designers 
and  ergonomists  is  pushing 
hard  in  optical  mice. 

The  visual  critters  record  mo- 
tion electronically  instead  of  me- 
chanically. They  have  no  moving 
parts.  In  place  of  a  rollerball,  a  tiny 
camera  on  a  chip  (supplied  by  Agilent 
Technologies)  digitally  records  the 
pointing  surface  by  shooting  1,500  pic- 
tures per  second. 

It  translates  the  changes  from  shot 
to  shot  into  on-screen  movement.  The 
result  is  smoother,  more  precise  mous- 
ing on  any  surface  ex- 
cept glass,  eliminating 


Mighty  mouse: 
Microsoft's 
newest  optical 
mice  will  run 
30%  faster. 


WEB  SURFING  IS  A  MOUSEY  SPORT:  ONLINE, 
YOUR  HANDS  ON  THE  MOUSE  80%  OF  THI 


the  need  for  the  pesky  ball  or  even  a 

mousepad.  Microsoft  says  its  optical 

mice  scurry  12  times  faster  than 

their  mechanical  counterparts. 

The  next  generation,  out 

this  fall,  will  take  2,000 

pictures  per  second  and 

run  30%  faster. 

A  wilder  idea  comes 
from    Saratoga,    Calif.  - 
based     Gyration     Inc., 
which  develops  gyro- 
scopes— sensors 
that  detect  rota- 
tional motion — 
used  in  pointing 
devices  for  pre- 
sentation equip- 
ment. Last  year  it 
rolled  out  the  Gyro- 
Mouse,  a  $100  cord- 
less mouse  that  works 
in  midair. 
A  vibrating  beam  in  the 
mouse  senses  hand  motion  and 
converts  it  into  cursor  movement. 
Translation:  You  can  dangle  this  "air 
mouse"  in  front  of  you  and  control  the 
cursor  from  up  to  40  feet  away  with  just 
a  slight  twist  of  the  wrist. 


Easy  grooming: 
Logitech's  optical 
mouse  has  no 
moving  parts— 
and  no  crumbs 
to  clean  out. 


Gyration,  which  is  privately  helc 
backed  by  Philips  Electronics  and  ] 
has  sold  90,000  units  in  nine  mc 
It's  nifty  for  the  desktop,  but  the  i 
market  may  lie  ahead, 
sofa  spuds  will  navigate 
Internet  on  TV  by  lazily  \ 
ing  the  thing  in  the  air. 
Snazzy  stuff.   Moi 
makers  are  betting  that 
world's    300    million 
owners  will  pour  more 
into  fancy  accessories ; 
get  ever  cheaper  and  j 
upgraded  less  frequei] 
Web  surfing,  after  all.j 
mousey  sport.  Onl 
your  hands  spend 
of  the  time  on  a  mc 
and  20%  on  the 
board;       working 
spreadsheet,  the  rati^ 
reversed. 

Now  the  trick  is  to  cj 
vince  consumers,  long  confer 
use  whatever  mouse  accomd 
nied  their  PC,  that  they  need  1 
innovations.  Building  a 
mousetrap  could  turn  out  tc 
the  easy  part. 


Innovator's  Dilemma 

No  mousemaker  can  lay  claim  to  inventing  the  ubiquitous 
creature.  That  credit  goes  to  Douglas  Engelbart.  In  1963, 
then  an  engineer  at  the  Stanford  Research  Institute,  Engel- 
bart placed  two  wheels  perpendicular  to  each  other,  attached  an 
analog  device  that  plotted  their  position  on 
an  x-and-y  axis,  set  it  in  a  wooden  box  and 
wired  the  thing  to  an  early  workstation. 

Now  75,  and  the  head  of  his  own  think 
tank,  the  Bootstrap  Institute,  Engelbart  had 
no  idea  his  invention  would  become  the 
steering  wheel  for  hundreds  of  millions  of 
PCs  in  a  couple  of  decades.  To  him,  the 
mouse  was  peripheral.  "If  I  were  designing  a 
car,  the  mouse  was  just  a  windshield  wiper," 
he  says. 

If  Engelbart  had  secured  a  penny  per 
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■     Douglas  Engelbart 

saw  nary  a  nibble 

of  a  royalty. 


mouse,  he  would  have  earned  millions  by  now.  But  SRI,  not  the* 
ventor,  owned  the  patent— and  it  didn't  get  rich,  either.  Xerox  Po 
Alto  Research  Center  and  Apple  licensed  the  technology  for  a  ty 
time  fee  of  $45,000  apiece,  and  other  deals  paid  even  less.  4 
SRI's  patent,  awarded  in  1970,  expired  in  1987  just  as  the  moJ 
was  hitting  its  stride;  millions  sold  since  then  carried  no  fees  ari 
^^^^^^^^^^^  "I  was  an  ignorant  country  boy,"  En« 

bait  says.  He  had  bigger  ideas  on  his  ml 
like  videoconferencing  and  the  precursor 
the  Internet  (his  was  the  second  comp 
linked  to  the  original  Arpanet). 

Not  that  he's  starving.  Logitech  nowgi  > 
Engelbart  free  space  at  its  headquarters,  :i 
he  gets  free  servers  and  tech  support  fn 
Sun  Microsystems.  Three  years  ago  he  wi 
$500,000  achievement  award.  And  thi* 
days  he's  savvy  enough  to  have  hit  the 
ture  circuit.  —  i 


: 
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Digital  Tools  By  Stephen  Manes 


Philosophy,  $199 


THE  NETWORK  COMPUTERS  HAVE  TWO  CORDS:  ONE 
you  plug  into  the  wall  for  electrons,  the  other  you 
plug  into  the  wall  for  bits."  Thus  spake  Oracle's 
Larry  Ellison  late  in  1995.  But  simplicity  isn't  easy. 
To  further  his  philosophy  that  computing  power 
and  storage  should  live  in  a  well-managed  machine  at  the 
end  of  a  wire  far  from  the  unruly  desktop,  Ellison  launched 
Network  Computer  a  few  months  later.  After  three  years  of 
creating  much  press  and  few  machines,  the  company  finally 
metamorphosed  into  Liberate  Technologies,  ditched  net- 
work computers  for  TV  set-top  boxes,  went  public  with  a 
smashing  IPO  and  kept  losing  money. 

Ellison  is  not  one  to  abandon  a  hobbyhorse.  In  February 
he  installed  media  personality  Gina  Smith  as  president  and 
chief  executive  of  the  New  Internet  Computer  Company 
(www.thinknic.com).  This  San  Francisco-based  outfit  has 
actually  managed  to  ship  a  product.  Bearing  a  recycled  Net- 
work Computing  logo,  the  New  Internet  Computer  (NIC) 
costs  $199  (not  counting  monitor  and  shipping)  and  does 
not  require  a  contract  for  Internet  access. 


You  get  what 
you  pay  for 
with  the  NIC, 
or  New 
Internet 
Computer. 
Under  the 
sleek  hood 
it's  just 
cut-rate. 


Sounds  like  a  deal,  but  til 
first  product  Ellison  has  ev| 
sold  directly  to  consumers  < 
fers  more  philosophy  th.j 
computer.  In  essence,  it's| 
machine  whose  266-Mrl 
processor  was  bottom  ruij 
two  years  ago.  And  then, 
leaves  out  the  hard  drive  arl 
runs  clunky  Linux  softwa] 
from  a  CD-ROM. 

Smith  pushes  the  missii 
drive  as  a  plus,  since  dopJ 
users  and  bad  programs  car 
screw  it  up.  But  thanks  to  thl 
philosophy  of  omission,  til 
only  programs  NIC  can  rul 
locally  are  the  ones  that  conj 
with  it,  and  Java  application 
loaded  ephemerally  from  til 
Web.  Local  storage,  a  merel 
megabytes  of  flash  memorl 
is  reserved  for  things  lill 
bookmarks,  cookies  anl 
preferences.  Need  a  bug  fix  (| 
upgrade?  Hope  the  compa 
offers  a  new  disk  someday. 

Instant  messaging?  The  next  Napster?  Forget  'em.  Tho; 
programs  and  many  Web  sites  require  "client"  software  ru 
locally — undreamed  of  in  Ellison's  philosophy.  If  the  wor 
"download"  is  involved,  this  machine  can't  do  it — though 
you  try,  it  may  display  a  feckless  "save  as"  window. 

Maybe  someday  such  software  will  turn  up  on  the 
CD.  For  now  the  code  amounts  to  little  more  than  an  ou 
dated,  crippled  Netscape  browser  that  improperly  rende: 
many  Web  sites  and  occasionally  locks  up.  Screen  fonts  ai 
ugly,  drop-down  Web  menus  don't  actually  drop  down  an 
check  boxes  don't  display  check  marks.  Press  the  "page  up 
or  "page  down"  keys  and  nothing  happens. 

The  MP3  software  warns:  "THIS  SOFTWARE  COMES  WIT! 
ABSOLUTELY  NO  WARRANTY!  USE  AT  YOUR  OWN  RISK!";  il 
text-only  interface  recalls  the  ancient  DOS  era.  Quicktim 
and  most  Windows  formats  won't  play  at  all. 

And  this  thing  is  slow.  The  cursor  gets  cranky  whenevt 
the  processor  gets  busy.  Java  games  playable  on  my  ancier 
90-MHz  PC  were  hopelessly  inert  on  the  theoreticall 
faster  NIC. 

NIC  can  save  files  to  Web  sites  like  I-drive  and  Xdriv< 


It  sounds  like  a 
deal,  but  the  first 
product  Ellison  has 
ever  sold  directly  to 
consumers  offers 
more  philosophy 
than  computer. 
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Companies  are  spending  millions  on  e-procurement. 


TG  Commerce  gives  you  rapid  e 

[jryone's  talking  about  e-procurement.  So 
hy  aren't  the  savings  pouring  in? 
Simple.  E-procurement  isn't  easy.  And  it 
.es  more  than  technology  to  make  it  work. 
At  ICG  Commerce,  we  can  get  your 
irocurement  savings  flowing  right  away.  How? 
using  advanced,  Internet-based  technology 
it  requires  no  major  upfront  capital  investment 


procurement  savings  with  no  significant  upfront  capital  investment. 


or  software  installation.  At  the  same  time,  our 
experienced  purchasing  professionals  work  to 
rapidly  uncover  real  cost  savings. 

With  our  comprehensive  strategies  and  tools, 
including  catalog  purchases,  spot  buys,  portals 
and  exchanges,  aggregated  buys,  forward  and 
reverse  auctions,  and  eRFQs/eRFPs,  no  one  offers 
you  more  ways  to  save.  And  no  one  does  a 


better  job  of  integrating  e-procurement  into 
your  existing  systems— without  turning  your 
current  organization  upside  down. 

ICG  Commerce  is  making  e-procurement 
work  for  companies  around  the  globe.  Shouldn't 
we  make  it  work  for  you? 


(JCC  Commerce 

The  Promise  of  e-Procurement  Made  Real." 


vw.icgcommerca.com  Call  toll  free:  877.935.ICGC 

ladelphia     Atlanta     Boston     Chicago     Cleveland     Dallas     Denver     Hong  Kong     London     Los  Angeles     Mexico  City     New  York     San  Francisco     Toronto 
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That's  not  good  enough.  Computer  users  routinely  thwart 
phone  line  sluggishness  by  downloading  and  playing  high- 
quality  video  and  audio  from  their  local  hard  drive.  Having 
your  "hard  drive"  at  the  end  of  that  line  doesn't  do  the  trick. 

Printing  is  restricted  to  a  single  USB  model  printer,  but  its 
font  support  and  features  are  far  more  limited  than  with 
Windows.  Software  support  for  other  USB  devices  is  virtu- 
ally nonexistent. 

NIC  does  come  with  Citrix  client  software,  which  can  ac- 
cess standard  Windows  programs  running  on  special 
servers.  That  could  be  useful — if  you  could  find  an  applica- 


Woe  Is  Me 

When  you  press  a  key  and  the  com- 
puter does  something  awful,  you 
may  worry,  "Was  it  me?"  Now, 
thanks  to  Microsoft's  latest  technology, 
you'll  be  able  to  exclaim,  "It  was  Me!" 

"Windows  Me,"  you  see,  is  Microsoft's 
latest  consumer  operating  system.  The 
"Me"  stands  officially  for  Millennium  Edi- 
tion. Since  by  now  we  were  supposed  to 
have  a  product  based  on 
the  far  more  stable  Win- 
dows 2000  (maybe  next 
year),  I  prefer  to  think  of 
it  as  Minimally  En- 
hanced. Starting  in  mid- 
September  Microsoft 
will  offer  Me  as  a  $50  up- 
grade for  Windows  98 
($90  for  Windows  95). 
Machines  bought  later 
will  likely  come  with  Me 
installed. 

What's  new  here? 
from  a  company  that  misses  no  chance  to 
call  itself  innovative,  the  major  items  turn 
out  to  be  half-baked  knockoffs.  Apple's 
iMac  DV  conies  with  clever  video  editing 
software  called  iMovie,  so  Microsoft  has 
endowed  Me  with  Windows  Movie  Maker. 
Too  had  that  unlike  most  Macs,  few  Win- 
dows machines  come  with  video  capture 
capabilities.  And  unlike  iMovie,  Movie 
Maker  can  produce  only  computer  files, 
not  send  the  final  product  back  to  tape. 

A  new  feature  called  System  Restore 
supposedly  protects  essential  tiles  from 
danger.  The  concept  derives  from 
Adaptec's  excellent  GoBack.  But  when  I 
tested  Microsoft's  version  by  deleting  a 
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mandatory  system  file  and  rebooting — 
something  GoBack  handles  with 
aplomt) — System  Restore  failed  the  task.  I 
had  to  reinstall  Me  in  its  entirety. 

Microsoft  has  also  stolen  from  itself, 
adding  the  annoying  "smart"  menus  that 
are  only  slightly  less  unpopular  with  Office 
2000  users  than  the  dancing  paper  clip. 
Now  items  you  use  less  often  disappear 
from  the  list,  guaranteeing  confusion. 

The  company  says  it  has  fixed  many 
bugs  and  changed  much  of  the  underlying 
plumbing,  which  is  prob- 
ably why  the  documenta- 
tion reveals  plenty  of  po- 
tential problems  with 
existing  software.  Re- 
viewers have  apparently 
had  so  much  trouble  in- 
stalling the  upgrade  that 
Microsoft  has  taken  the 
unprecedented  step  of 
suggesting  that  peculiari- 
ties of  the  scriveners'  test 
machines  may  be  to 
blame.  But  not  exclu- 
sively. A  laptop  system  with  the  Me  upgrade 
had  all-too-familiar  intermittent  problems 
with  entering  standby  mode. 

Parts  of  Me,  such  as  Internet  Explorer 
5.5  and  Media  Player,  are  available  free  at 
Microsoft's  Web  site.  Whatever  version 
you  pick  up  will  be  fresher  and  presum- 
ably better  than  the  one  on  the  Me  CD. 

So  Me  is  unlikely  to  compensate  for  the 
money,  the  effort  it  takes  to  ready  your 
machine  by  hunting  down  all  the  latest  de- 
vice drivers  and  the  hour  or  so  it  takes  to 
install  after  that.  Skip  the  upgrade  and 
avoid  buying  a  new  machine  with  it  until 
the  inevitable  bugs  get  sorted  out.  For  now, 
just  say,  "Not  Me."  — S.M. 


The  screen  fonts  are  ugly,  and  drop-dowr 
Web  menus  don't  actually  drop  down. 

tion  service  provider.  But  outside  the  corporate  woi 
providers  are  all  but  invisible. 

For  Internet  access,  NIC  includes  software  for  NetZerc 
no-cost  provider  that  shoves  a  bar  of  ads  onto  the  bottom 
the  screen.  Most  other  free  ISPs  will  not  work,  since  they  i 
quire  you  to  run  special  advertising  software;  America  O 
line  is  also  out.  The  system  is  supposed  to  handle  more  IS; 

but  I  couldn't  get  it  to  wo 

with  mine. 

Even  if  I  could,  I  couldi 
get  my  e-mail,  because  NIC  i 
eludes  no  e-mail  client,  forcb 
you  to  use  Web-based  m 
such  as  Hotmail  or  Yahoo  Ma 
But  you  can't  use  NetZerc 
own  mail  service,  either.  A 
cording  to  a  technician,  it  r 
quires  special  software  missii 
from  the  CD. 

Smith  says  this  "limil 
edition"  release  will  help  ga 
ner  feedback  that  will  great 
improve  a  "full"  version  di 
in  September  with  a  ne 
software  CD.  Maybe  then  N 
will  reveal  how  to  hook  up 
cable  or  DSL  modem  to  tl 
Ethernet  port.  For  now,  a  tec! 
nician  admitted,  "We'' 
proven  that  it  works,  and  that 
about  all." 

But  in  a  world  that  runs  o 
local  software  and  real  con 
puters  cost  just  a  couple  hui 
dred  dollars  more  than  th 
amateurish  throwback,  even 
bandwidth  boost  is  not  like 
to  help  much.  So  here's  m 
feedback:  Stop  hyping  a  ba 
of  cut-rate  software  and  hare 
ware  as  some  sort  of  break 
through.  PCs  have  their  prot 
lems,  but  they  won't  be  beste 
by  dated  technology  and  dub 
ous  philosophy. 


□ 


Stephen  Manes 

(stcve@cranky.com)  is  the 
cohost  o/Digital  Duo,  a 

weekly  public  television  series. 

Visit  his  forum  at  our  Weh  site, 

www.forbes.com/manes. 
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Managing  Real-Time 
Customer  Relationships 
hrough  Technology 


Written  and  Produced  by  Jerry  Bowles 


Delivering  greater  value  to  customers  by 
continuously  improving  the  quality  of  the 
customer  experience  is  the  ultimate  goal 
of  all  successful  companies,  but  the  arrival  of 
the  Web  and  always-in-your-face  buyers  has 
compounded  an  already  difficult  task. 


According  to  a  new  report  from 
market  analysis  firm  Datamonitor, 
online  retailers  lost  more  than  $6.1  bil- 
lion in  sales  last  year  by  failing  to  pro- 
vide sufficient  customer  service.  If  this 
trend  continues,  Datamonitor  forecasts 
a  cumulative  loss  of  more  than  $173 
billion  in  potentially  salvageable  sales 
over  the  next  five  years.  "The  average 


tually  every  industry  are  adding  and 
refining  sophisticated  information  tech- 
nology to  capture  and  maintain  their 
most  loyal  and  lucrative  customers  by 
understanding  and  responding  to  their 
needs  as  near  as  possible  in  real  time. 
Called  Customer  Relationship  Manage- 
ment (CRM  oreCRM), 
these  approaches 


aking  customers 


company  could  have  improved  its  online 
sales  figures  by  almost  35%  last  year 
if  it  had  provided  better  online  customer 
service  for  potential  customers,"  says 
Steve  Morrell,  Datamonitor  consultant. 
"This  will  be  particularly  important  for 
new  dot-com  companies  that  are  now 
realizing  that  they  have  to  produce  a 
profit,  and  soon." 

Whether  online  or  in  the  physical 
world,  serving  real-time  customers 
requires  a  technological  infrastructure 
that  helps  companies  achieve  an  inte- 
grated approach  to  the  entire  customer 
relationship.  By  tying  together  the  infor- 
mation that  already  exists  in  sales, 
marketing,  service,  finance  and  manu- 
facturing, it  can  be  used  to  get,  keep 
and  grow  customers.  Companies  in  vir- 


use  the  Web 
and  high  technol- 
ogy in  an  attempt 
to  replicate  some- 
thing of  the  deep- 
ly personal  customer 
knowledge  that  neighborhood  mer- 
chants once  developed  over  years  of 
intimate  contact  with  a  small  number 
of  patrons.  CRM  allows  organizations 
to  collect  customer,  transaction,  service 
and  demographic  information  from 
internal  and  external  sources  and  use 
it  to  identify,  acquire  and  retain  their 
best  customers. 

AMR  Research  Inc.,  a  leading  indus- 
try and  market  analysis  firm,  predicts 
the  CRM  market  will  reach  $16.8  bil- 
lion by  the  year  2003,  with  a  com- 


pound annual  growth  rate  of  49%  over 
the  next  five  years. 

"Companies  are  now  developing  busi- 
ness plans  with  CRM  strategies  ear 
marked  as  the  key  to  revenue  enhance- 
ment opportunities  and  customer 
retention,"  says  Dave  Caruso,  vice  pres- 
ident and  service  director,  AMR's  Enter- 
prise Application  Strategies.  "CRM 
applications,  along  with  e-commerce 
systems,  address  these  critical  issues 
and  are  becoming  the  hub  of  many 
companies'  marketing  strategies." 

From  CRM  to  eCRM 

The  first  wave  of  CRM  applications 

arrived  on  the  business  scene  in  the 

late  1980s  and  were  rapidly 

adopted  by  large 


t>  happy  r 


companies  anxious 
to  automate  and 
standardize  the  in- 
ternal processes 
associated  with  ac- 
quiring, servicing  and  retain- 
ing customers.  These  process- 
es ranged  from  capturing  sales  leads 
to  creating  scripts  for  help  desk 
people  to  use  when  helping  cus- 
tomers over  the  telephone.  The  early 
CRM  applications  were  packaged  solu- 
tions that  focused  on  enabling  service 
agents  to  deliver  consistent  service 
and  support  across  product  lines  and 
divisions.  They  worked,  but  they  were 
also  extremely  expensive  and  virtually 
impossible  to  integrate  into  the  pre- 
vailing client/server  architecture. 


DVERTISEMENT 


The  coming  of  the  Web  in  the  early 
1990s  changed  all  that.  The  rapid  and 
widespread  acceptance  of  the  Internet 
meant  that  existing  and  potential  cus- 
tomers had  yet  another  channel 
through  which  they  could  interact  and 
communicate  with  corporations.  It  also 
meant  that  the  client/server  architec- 
ture behind  existing  CRM  applications 
was  doomed. 

While  the  existing  CRM  market  lead- 
ers scrambled  to  add  Internet  capabili- 
ty, a  new  group  of  vendors  emerged  to 
address  the  major  touch  points  associ- 
ated with  Web  customer  service.  These 
products  —  sometimes  delivered  as 
low-cost,  application  hosted  services  — 
facilitate  customer  interaction  through 
a  variety  of  Web-based  communication 


component  of  doing  business  on  the 
Internet/'  says  Steve  Robins,  senior 
analyst,  Internet  Computing  Strate- 
gies, at  the  Yankee  Group.  "To  provide 
the  highest  level  of  customer  service, 
a  company  must  have  a  360-degree 
view  of  the  customer,  whether  the 
customer  contacted  the  company  via 
e-mail,  a  Web  form,  phone  or  through 
any  other  means." 

One  thing  is  clear  —  the  demand 
for  eCRM  solutions  is  going  to  grow 
tremendously  in  coming  years.  A  new 
Technographics®  Report  from  For- 
rester Research  reports  that  buyers 
expect  customer  service  to  involve 
much  more  than  post-purchase  prob- 
lem solving.  Web  buyers  seek  and 
expect  customer  service  at  each  step 


sales  clerks  to  be  found  or  they  are  all 
helping  other  customers,  the  potential 
buyer  will  often  give  up,  put  the  item 
down  and  walk  out  of  the  store.  Now, 
imagine  this  same  scenario  in  the 
business-to-business  (B2B)  market- 
place. Multiply  this  experience  by  100 
times  a  day  and  you're  talking  about 
thousands  of  dollars  in  lost  sales. 

In  real  life,  you  can  fix  part  of  this 
problem  by  hiring  more  clerks  and  train- 
ing them  to  be  alert  to  signals  that  cus- 
tomers want  to  ask  questions  or  make 
a  purchase.  When  your  business  is 
online,  instead  of  dozens  of  potential 
buyers,  you  have  thousands  of  critical 
business  prospects,  and  many  of  them 
could  be  converted  from  shoppers  to 
buyers  by  a  simple  bit  of  timely  inter- 


ket  science.  It's  a  lot  tougher  than  that. 


channels,  namely  e-mail,  text-based 
chat,  Web  collaboration  and  the  nascent 
—  but  growing  —  voice  over  IP  (VoIP). 

Once  satisfied  to  automate  their 
sales  processes  and  to  beef  up  call 
centers  for  e-commerce,  online  busi- 
nesses are  now  placing  a  high  priority 
on  serving  customers  at  the  initial 
point  of  contact  the  Web  site.  Com- 
panies that  sell  goods  and  services 
over  the  Web  are  clamoring  for  prod- 
ucts that  can  help  meet  customer 
expectations  of  high-quality  online  cus- 
tomer service.  This  demand  will  create 
a  $1.8  billion  market  for  Web-based 
customer  interaction  technology  by 
2004,  according  to  new  research  by 
Cahners  In-Stat  Group. 

"Web-based  service  is  a  critical 


of  the  transaction  process. 

Whether  they  sell  online  or  not,  the 
Internet  has  put  the  customer  square- 
ly on  every  business  organization's  front 
porch,  poised  to  knock  on  the  door  at 
any  moment.  Serving  the  real-time  cus- 
tomer is  the  key  to  success  in  the  new 
digital  marketplace. 

NewChannel  Enables  B2B  E-sales  by 
Identifying  Best  Prospects  and 
Empowering  Sales  Forces 

You've  seen  it  happen  a  hundred  times. 
You've  probably  even  done  it  yourself. 
You're  in  a  store  and  you  see  a  fellow 
shopper  holding  an  item  and  looking 
around  frantically  for  a  sales  clerk.  Per- 
haps she  wants  to  buy  the  item  but  in 
a  different  color  or  size.  If  there  are  no 


action.  How  do  you  know  with  whom  to 
interact  and  when  to  do  it? 

That's  the  intelligence  behind  New- 
Channel,  the  first  e-business  service 
provider  to  deliver  a  Web-based  sales 
channel  that  qualifies  visitors  and  allows 
a  sales  professional  to  proactively  con- 
tact the  best  prospects  while  they  are 
still  on  the  Web  site.  Using  NewChannel, 
sales  organizations  can  instantly  eval- 
uate Web  site  visitors  based  on  their 
own  likely-to-buy  criteria  and  invite  the 
most  qualified  prospects  to  engage 
in  an  online  sales  consultation.  By 
capturing  the  moment  when  a  qualified 
prospect  has  chosen  to  research  the 
company's  products  and  services,  New- 
Channel  customers  multiply  sales  con- 
version rates,  reduce  sales  cycles  and 
(continued  on  page  6) 
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eBusiness  for  a  Customer-Driven  World 

by  Thomas  M.  Siebel,  Chairman  and  CEO,  Siebel  Systems  Inc. 


n  the  age  of  eBusiness,  one  fact 
dominates  all  others:  Customers 
are  in  control.  Whether  through  a 
call  to  a  toll-free  number,  a  visit  to  a  store  down  the  street 
or  the  click  of  a  mouse  to  Web  sites  around  the  world,  cus- 
tomers can  switch  to  the  competition  with  unprecedented 
ease.  For  organizations  everywhere  and  of  every  size,  the 
implication  is  clear:  Keep  your  best  customers  100%  sat- 
isfied —  or  risk  losing  them  altogether. 

But  keeping  customers  completely  satisfied  is  getting 
harder  and  harder.  Every  day  competitors  step  up  their 
efforts  to  lure  your  customers  away.  Meanwhile,  customers 
are  demanding  more  and  more:  faster  delivery,  broader 
selection,  customized  products  and  services,  better  value 
and  instant  response  to  inquiries.  And  they  want  a  choice 
in  how  they  do  business  with  you  —  through  the  Web,  via 
e-mail,  over  the  telephone  or  in  person.  Customers  want 
to  do  business  on  their  terms,  not  on  yours. 

To  succeed  in  today's  customer-driven  world,  organizations 
must  be  able  to  do  business  in  any  way  the  customer 
wants  —  anytime,  anywhere,  in  any  language,  any  currency 
and  through  any  communications  channel.  The  problem  is 
even  more  complicated,  because  customers  move  intermit- 
tently from  channel  to  channel  yet  still  expect  to  carry  on  a 
continuous  dialogue  with  your  organization,  your  resellers  and 
your  partners,  no  matter  which  channel  they  use  at  any  time. 
Organizations  that  master  this  multichannel  challenge  can 
reap  enormous  benefits. 

Consider,  for  example,  one  of  the  most  competitive  busi- 
nesses in  the  world:  the  discount  brokerage  industry.  In 
the  last  few  years,  with  the  rise  of  numerous  Internet  bro- 
kers such  as  Datek,  e*Trade  and  Ameritrade,  competition 
in  this  market  has  become  brutal.  Yet  despite  the 
onslaught  of  these  online-only  firms,  the  clear  winner  has 
been  the  established  stalwart,  Charles  Schwab  &  Co.,  a 
Siebel  Systems  customer  since  1995.  Schwab  leads  all 
online  brokers,  both  in  number  of  trades  and  in  assets  in 
online  accounts. 


Even  more,  Schwab  spends  far  less  in  advertising  and 
marketing  per  new  customer  than  any  of  its  online  com- 
petitors, while  simultaneously  achieving  higher  average 
assets  per  customer  account.  In  other  words,  Schwab 
attracts  a  higher-quality  customer  than  its  competitors,  at 
a  lower  cost.  Why?  A  large  part  of  the  answer  is  that 
Schwab,  unlike  its  Internet-only  competitors,  interacts  with 
its  customers  through  multiple  channels:  branch  offices, 
telephone  and  the  Internet.  Schwab  customers  clearly 
value  this  choice  of  channels.  Some  70%  of  new  cus- 
tomers come  to  Schwab  via  its  360  branch  offices,  but 
customers  make  nearly  90%  of  their  trades  over  the  Inter- 
net. At  the  same  time,  the  company's  call  center  handles 
more  than  10  million  calls  per  month. 

The  experience  of  retailers  further  confirms  the  syner- 
gistic benefits  of  a  multichannel  strategy.  According  to 
consulting  firm  McKinsey  &  Company,  customers  of  orga- 
nizations with  multiple  channels  —  Internet,  stores  and 
catalog  —  spend  on  average  more  than  four  times  as 
much  as  customers  of  Internet-only  firms. 

Astute  organizations  understand  that  the  Internet  does 
not  replace  their  existing  channels  but  instead  adds  anoth- 
er channel  option  to  the  mix.  Indeed,  in  most  markets,  no 
single  channel  accounts  for  more  than  half  of  the  total 
volume  of  market  transactions.  As  today's  customers 
increasingly  bounce  from  channel  to  channel,  organizations 
must  meet  customers  wherever  they  choose  to  do 
business. 

Today's  customer-driven  companies  understand  the  crit- 
ical importance  of  being  able  to  synchronize  customer 
interactions  across  all  channels,  so  that  customers  enjoy 
a  seamless  experience.  This  means  recording  and  track- 
ing, in  real  time,  each  interaction  with  every  customer  at 
every  touch  point.  It  means  understanding  each  cus- 
tomer's unique  needs.  And  it  means  establishing  a  one-to- 
one  relationship  with  each  customer.  In  an  increasingly 
customer-driven  world,  these  capabilities  are  not  an 
option  —  they  are  a  matter  of  survival. 


To  dominate  digital  markets  you  need  an  eBusiness 


strategy    that    strikes    with    blinding    speed    and 


swiftly  generates  new  revenue  opportunities.  Calico's 


revolutionary  suite  of  Java-based  eBusiness  applications 


S 


provides  an  unequalled  competitive  edge.  How?  Like  a 


six-figure-a-year  salesperson,  Calico  enables  your  Web 


site   to   analyze   customer  needs,    offer  customized 


solutions  and  advice,  make  cross-sell  recommendations 


and  close  sales.  Even  for  your  most  complex  products 


DDN'T  JUST  COMPETE.  CONQUER 


and  services.   (Try  that  with  simple  personalization 


technology.)  The  result?  Greater  revenues.  Increased 


profit  margins.  Higher  ROI.  And  hordes  of  loyal  customers. 


If  you  want  to  sell  products  online,  turbo  charge  existing 


channels  or  run  a  net  marketplace,  choose 


the  solution  that  leaders  like  GE  Capital, 


Nortel,   Best  Buy,   Dell,   Chemdex  and 


dozens  more  turned  to— Calico.  Begin  your  conquest  now. 


Go  to  www.calico.com/conquer9  or  call  1-800-717-9077 


for  our  "Conquering  Digital  Markets"  white  paper. 


CALICO 
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(continued  from  page  3) 

achieve  new  revenue  breakthroughs. 

"Our  service  is  essentially  a  hosted 
application  that  evaluates  visitors  on  a 
Web  site  in  real  time  and  identifies  — 
by  behavior,  not  name;  we  have  no  idea 
who  the  people  are  —  those  people  who 
appear  to  be  the  most  serious  pros- 
pects," says  Christopher  Risley,  chair- 
man and  CEO.  "Then  it  provides  a 
mechanism  for  the  representative  to 
send  a  pop-up  box  to  the  visitor's 
screen  that  says  something  like  'DSL 
experts  are  standing  by.  Click  yes  if 
you'd  like  to  consult  one,'  and 
provides  an  opportunity  for  the 
best  prospects  to  talk  to  the 
best  reps  to  advance  the  sales 
process." 

When  SITEL  Corporation,  the 
worldwide  leader  in  delivering 
eCRM  solutions  to  large  corpora- 
tions, began  looking  for  a  live  inter- 
action solution  to  add  to  its  mix  of  offer- 
ings, the  company  evaluated  virtually 
every  qualified  vendor  before  choosing 
NewChannel  as  its  best-of-breed  partner. 

"We  found  that  our  clients  had  done 
a  really  good  job  in  attracting  people 
to  their  Web  sites  and  in  providing  lots 
of  information,  but  they  really  had  no 
way  of  knowing  when  people  were 
exhibiting  frustration  or  displaying  buying 
signals,"  says  Ann-Marie  Casey-Chris- 
tensen,  director,  Worldwide  Internet  Solu- 
tions, at  SITEL.  "They  understood,  how- 
ever, that  they  were  losing  sales  because 
of  the  inability  to  provide  real-time 
interaction.  At  first,  they  tried  providing 
e-mail,  but  that  was  too  slow.  Then 
they  tried  800  numbers,  but  most 
people  didn't  have  two  phone  lines 
so  that  only  frustrated  them  more." 


Most  sales  force  automation  solu- 
tions such  as  "push-to-chat"  tech- 
nologies or  1-800  "sales  assistance" 
phone  numbers  require  the  customer 
to  initiate  the  interaction  with  the 
sales  representatives.  Most  people 
don't  want  to  wait  for  sales  reps  to 
answer  their  e-mail  or  phone  call.  New- 
Channel  addresses  customer  needs 
when  it's  most  critical  to  the  sale.  It 
allows  companies  to  put  the  power  of 
interaction  back  into  their  own  hands 
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tensen.  "NewChannel  makes  it  possi 
ble  for  them  to  do  that.  Our  customers 
are  extremely  pleased  with  the  results." 

Delano:  The  eCRM  Foundation 

If  you  look  at  the  history  and  prove- 
nance of  many  eCRM  offerings,  you  will 
find  they  are  the  by-product  of  several 
years'  development  of  vastly  different 
technologies  that  have  been  melded 
together  through  mergers,  acquisitions 
and  other  exigencies  of  corporate  life. 
Sometimes  this  works;  other  times  the 
solution  feels  as  if  the  architects  tried 
to  put  in  a  new  basement  after  the 
building  was  already  up  to  the  eighth 
floor.  That's  why  Bahman  Koohestani 
left  his  job  as  head  of  the  messaging 
^products  division  at  Netscape  to  create  I 
Delano  Technology  Corporation 


"We  have  a  tremendous  competr 
advantage  because  our  common  platform  und 
every  e-mail  and  Web  interaction  application 
customers  deploy." 
John  Fbresi,  President  and  CEO,  Delano  Technology  O 


and  allows  them  to  proactively  contact 
the  best  customers  at  the  best  time. 
Because  SITEL  manages  more  than  a 
million  remote  customer  contacts  per 
day  for  its  clients  via  the  telephone, 
Internet  and  traditional  mail,  finding  a 
solution  became  a  priority. 

"What  we  wanted  to  do  was  provide 
an  opportunity  for  these  potential 
buyers  to  interact  with  a  skilled  agent  at 
the  same  level  of  detail  as  if  they  called 
a  phone  center,"  says  Casey-Chris- 


with  Dennis  Bennie,  cofounder  of 
Delrina  Corporation.  Both  men  wanted 
to  build  —  from  the  ground  up  —  a 
single  technology  platform  that  would 
allow  customers  to  develop  and  deploy 
all  their  interactions-based  e-business 
applications  faster  than  any  existing 
alternative. 

"We  have  a  tremendous  competitive 
advantage  because  this  common  plat- 
form underpins  every  e-mail  and  Web 
interaction  application  our  customers 


.An  attractive  Web  site  is  important  to  entice  visitors— but  that's  just  the  tip  of  the  iceberg. 
To  deliver  the  personalized,  interactive  service  needed  to  build  lasting  customer 
relationships,  your  web  site  and  other  electronic  channels  must  be  fully  integrated  with 
the  enterprise  systems  behind  them.  American  Management  Systems  helps  business  and 
government  evaluate  and  rapidly  improve  their  eBusiness  maturity  and  get  closer  to  their 
customers.  Nobody  does  it  better.  Visit  ams.com/eBusiness 


There  is  only  one  edge.  The  customer. 
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deploy,"  says  Delano's  President  and 
CEO  John  Foresi,  who  was  previously 
president  of  transportation  software  at 
i2  Technologies,  the  largest  global  inde- 
pendent supply-chain  software  compa- 
ny. "Now,  other  companies  in  our 
space  are  either  scrambling  to  build 
their  own  platform,  or  acquiring  other 
companies'  platforms  in  the  hopes  of 
retrofitting  them  into  their  own  product 
line.  Either  way,  the  integration  will  be 
imperfect  at  best.  Meanwhile,  Delano's 
customers  are  automating  their  e-busi- 
ness interactions  ten  to  20  times 


try's  first  fully  integrated  eCRM  suite  to 
offer  inbound  and  outbound  e-service 
and  e-marketing  applications.  Customer 
Velocity  helps  companies  acquire, 
retain  and  manage  one-to-one  relation- 
ships through  the  entire  customer  life 
cycle.  And  we  built  Customer  Velocity  in 
less  than  eight  months.  Our  competi- 
tors cannot  match  this  speed."  Foresi 
says  second  and  third  applications 
suites  are  already  on  the  horizon. 

Customer  Velocity  includes  three 
integrated  application  modules  to 
manage  the  most  common  processes 


"Synchrony  has  allowed  us  to  build  a  powerful  eCRM 
solution."  Mike  O'Brien,  President,  ZoomTown.com 


faster,  realizing  their  return  on  invest- 
ment much  sooner,  and  looking  for  new 
ways  to  use  our  products  elsewhere  in 
their  organizations." 

The  Delano  e-Business  Interaction 
Suite  is  a  highly  customizable  platform 
for  e-business  applications  that  manage 
interactions  with  customers,  partners, 
suppliers  and  employees.  These  appli- 
cations can  be  built  in  a  matter  of  days 
or  weeks,  a  much  shorter  time  period 
compared  to  the  next-best  alternative. 
That  means  customers  realize  clear, 
measurable  payback  on  their  invest- 
ment within  months  or  even  weeks  of 
deployment. 

"Another  key  advantage  of  having  our 
own  platform  is  that  we  can  bring  new 
suites  of  packaged  applications  to  the 
market  in  a  fraction  of  the  time  our 
competitors  do,"  Foresi  says.  "Take  for 
example  Customer  Velocity,  the  indus- 


for  customer  interactions,  including 
Velocity  Campaign  Management,  Veloci- 
ty Response  Management  and  Velocity 
Interaction  Portal. 

In  its  first  ten  months  of  shipping  its 
products  up  to  its  fiscal  year-end,  March 
31,  2000,  Delano  realized  $9.5  million 
of  revenue  and  had  70  customers, 
including  Charles  Schwab  Canada, 
Nortel  Networks  Clarify  eBusiness  Appli- 
cations, Ericsson,  Macromedia,  Com- 
merx  (for  PlasticsNet.Com),  BCE  Emer- 
gis,  Harborfreight.com,  MSAS  Global 
Logistics  and  Robert  Half  International. 
The  company  has  expanded  from  15  to 
more  than  400  employees  in  one  year. 

Synchrony  Delivers  Customer  Support 
For  Broadwing's  ZoomTown.com 

ZoomTown.com,  a  wholly  owned  sub- 
sidiary of  Broadwing  Inc.,  the  integrat- 
ed communications  powerhouse,  is  the 


nation's  first  online  community  built 
around  high-speed  and  high-bandwidth 
connections.  According  to  recent 
research  by  the  Yankee  Group,  the 
ZoomTown  network  has  the  highest 
geographic  penetration  in  the  nation 
with  more  homes  and  businesses 
having  access  to  DSL  technology  in 
Cincinnati  than  any  other  market. 

With  that  spectacular  growth  have 
come  greater  and  greater  demands  on 
the  company's  customer  support  oper- 
ations. Until  last  year,  ZoomTown  had 
multiple  help  desks  —  including  Inter- 
net dial-up,  ADSL,  Web  hosting,  billing, 
ISDN  services  and  e-mail  —  run  by  mul- 
tiple vendors.  Because  each  vendor 
maintained  separate  knowledge  data 
bases,  customer  information  was  frag- 
mented. In  addition,  customers  who 
requested  product  information  or  tech- 
nical support  received  different 
responses  depending  on  which  vendoi 
they  called. 

To  serve  its  customers  more  effi- 
ciently, ZoomTown  wanted  to  develop  a 
common  resource  database  for  all 
internal  help  desks  and  external  ven- 
dors. In  addition,  ZoomTown  desired 
site-specific  self-help  features  that 
would  allow  customers  to  serve  them- 
selves quickly  and  efficiently.  The  basic 
requirements  were:  a  single  customer 
contact  system  with  accurate,  up-to- 
date  historical  contact  information 
across  a  variety  of  channels;  consistent 
technical  support  information;  and  a 
secure  server  that  would  maintain  pri 
vacy  for  customers  while  keeping  up 
with  customer  growth. 

In  January  2000,  Broadwing  formed 
a  strategic  partnership  with  Synchrony 
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THE  PREFERRED  CUSTOMER  SERVICE  SOLUTION 


He's  back.  It's  his  second  visit. 

Your  site  can  sit  there  and 
look  pretty,  or  you  giu  sell  him. 


r  you 


king  sales  in  today's  economy  calls  for  a  smarter  and  more  effective  approach.  Not  only  are 
re  hot  sales  prospects  on  your  web  site  gathering  information  about  your  company's 
>ducts  or  services,  some  are  repeat  visitors  getting  closer  to  a  purchase  decision.  You  need  a 
/  to  actively  engage  them  now-before  they  click  away.  At  NewChannel,™  we  give  you  the  power 
identify  the  best  web  prospects  so  your  reps  can  move  them  through  the  sales  process, 
th  NewChannel,  you'll  even  know  if  they've  visited  before.  And  it  all  happens  through  your 
!,  instantly.  The  numbers  are  astounding.  Reps  from  companies  using  NewChannel  are  closing 
ce  as  many  sales  as  they  did  just  answering  800  numbers.  Turn  your  site  into  the  powerful 
ss  tool  it  was  meant  to  be.  Go  to  www.newchannel.com/salesnow  or  call  I  -800-33 1  -0987 
d  see  how  you  can  double  your  sales. 


NewChannel"  Inc. 

The  hottest  prospects  are  on  your  site? 
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Communications  to  provide  ZoomTown 
with  its  comprehensive  electronic  cus- 
tomer interaction  management  (eCRM) 
solution  —  a  scalable,  customizable 
subscription  solution  delivered  via  the 
Internet  —  and  to  pursue  joint  busi- 
ness development  opportunities. 

Synchrony's  visually  intuitive  desktop 
makes  it  easy  for  customer  service 
agents  to  learn  and  operate  the 
system.  Synchrony's  Intelligent  Interac- 
tion Manager  prioritizes  customers  wait- 
ing for  a  response  via  e-mail  or  chat, 
making  response  time  faster  than  ever. 


isfy  customers'  requests.  In  instances 
where  customer  service  agents  are 
required  to  solve  new  problems  that 
they  have  not  encountered  before,  the 
solution  can  be  posted  on  the  unified 
database  —  making  it  immediately 
available  to  all  the  other  help  desks. 
Synchrony  makes  service  easier  for 
new  ZoomTown  customers  as  welj. 
When  customers  subscribe,  their 
information  is  automatically  entered 
into  ZoomTown's  customer  care 
system.  Synchrony  then  keeps  a  run- 
ning customer  history  that  allows 


"By  converting  dial  tone  to  Web  tone,  companies  can 
greatly  reduce  their  customer  service  and  support 
costs  while  increasing  customer  satisfaction." 
Dan  Plashkes,  Founder  and  CEO,  eAssist.com 


In  addition,  Synchrony  dramatically 
reduces  implementation  costs  and 
time,  and  eliminates  the  risks  of  tradi- 
tional CRM  investments,  enabling 
ZoomTown  to  achieve  immediate  cus- 
tomer service  results. 

For  ZoomTown,  Synchrony's  critical 
ingredient  is  a  dynamic  knowledge 
base  that  shares  information  with  sev- 
eral support  vendors,  as  well  as  with 
internal  staff.  The  unified  database 
enables  customer  service  agents  to 
access  the  most  updated  compre- 
hensive interaction  history  of  individ- 
ual customers  regardless  of  the  loca- 
tion and  interface  (voice,  fax,  e-mail  or 
Web  chat).  Customer  service  agents 
are  instantly  provided  with  context-sen- 
sitive resources,  enabling  them  to  sat- 


ZoomTown  service  representatives  to 
respond  quickly  and  knowledgeably  to 
customer  needs. 

"Synchrony's  unique  architecture  and 
technology  has  allowed  us  to  build  a 
powerful  multichannel  eCRM  solution," 
says  Mike  O'Brien,  ZoomTown.com 
president.  "Now.  ZoomTown  customers 
can  get  fast,  effective  customer  service 
via  phone,  fax  and  e-mail." 

eAssist  Lowers  eCRM  Costs 

By  Converting  Dial  Tone  to  Web  Tone 

The  most  expensive  form  of  customer 
support  for  companies  is  the  tele- 
phone help  desk  model,  in  which  a 
product  specialist  attempts  to  walk  a 
long-distance  customer  through  a 
series  of  diagnostic  tests  to  deter- 


mine what  is  wrong  and  how  to  fix 
So  costly  was  this  approach  that  sof 
ware  makers  gave  up  on  the  concep 
of  free  support  several  years  ago.  For 
the  many  companies  that  still  provide 
product  service  in  this  manner,  fine 
ing  a  customer  relationship  manage 
ment  solution  that  will  move  customed 
queries  to  the  Internet  can  drive  sig 
nificant  savings  to  the  bottom  line. 

"By  converting  dial  tone  to  Web  tone,  | 
companies  can  greatly  reduce  their 
customer  service  and  support  cost 
while  increasing  customer  satisfaction," 
says  Dan  Plashkes,  founder  and  CEO  | 
of   San    Diego-based    eAssist.com. 
Plashkes,  one  of  the  pioneers  of  cus- 1 
tomer  relationship  management  out- 1 
sourced  solutions,  has  built  one  of  the 
industry's  largest  companies. 

eAssist.com  operates  as  an  applica- 1 
tion  service  provider  (ASP)  to  deliver 
software  as  a  service.  eAssist's  suite 
services  is  designed  to  enable  e-busi- 
nesses to  blend  customer  intelligence 
with  Web-based  interaction  technolo- 
gies, enabling  the  formation  of  a  unified, 
collaborative  environment  designed  to 
reduce  customer  management  costs 
and  improve  the  customer  experience. 

By  using  eAssist's  integrated  appli- 
cation suite  and  centralized  content 
management,  companies  can  reduce 
time-to-market,  lower  costs,  diminish 
risk  of  technological  obsolescence,  and 
build  deeper  relationships  for  improved 
customer  acquisition  and  retention. 

eAssist.com  is  a  specialist  in  inter- 
active customer  support  and  services 
designed  for  driving  e-business  demand. 
The  company  has  evolved  as  an  inter- 
active Web  center  incorporating  e-mail, 
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eBusiness 


a  recent  study  shows  that  when  you 

CODDLE 

YOUR   CUSTOMERS, 

it's    your    shareholders    who    feel    all 

WARM  AND  FUZZY. 


n, 


lurturing  customers 

not  only  pays  off,  it  pays  off  in  a  hum . 

As  the  chart  below  indicates, 
the  shareholders  of  companies  that 
use  Siebel  eBusiness  Applications 
and  services  to  improve  their 
customer  relationships  have  seen 
their  investments  grow  larger  and 
faster  than  the  market  as  a  whole. 
Obviously,  no  one  can  predict  the 
market  —  but  the  fact  is  that  overall, 
between  January  1995  and  December 
1999,  companies  who  made  signifi- 
cant investments  in  Siebel  eBusiness 
Applications  outperformed  leading  market 
indicators  such  as  the  Standard  &  Poor's  500 
index  by  a  stunning  85%.' 

This  is  no  fluke.  An  independent  study  of 
companies  using  Siebel  eBusiness  Applications 
found  that  customer  satisfaction  increased  by 
21%,  revenue  growth  increased  by  15%  and 
employee  productivity  increased  by  20%,  with 
full  payback  on  their  Siebel  investment  in 


10  months?  The  natural  conclusion: 
when  your  customers  are  satisfied, 
your  shareholders  will  be  gratified. 
You  must  be  able  to  communi- 
cate with  your  customers  by 
phone,  by  fax,  by  PDA,  by  email  or 
beeper  — any  way  they  choose. 

Of  course,  it's  easy  to  pay  lip 
service  to  customer  satisfaction 
and  most  companies  do,  but 
putting  it  into  practice  takes 
an  experienced,  proven  partner 
like  Siebel. 

Siebel  eBusiness  Applications 
deliver  increased  customer  satisfaction, 
increased  revenues,  and  increased  employee 
productivity  for  more  organizations,  in  more 
industries,  in  more  places  around  the  world. 

We  coddle  our  customers.  They  coddle  their 
shareholders. 

{FOR  MORE  INFORMATION,  VISIT  IIS  AT 
SIEBEL.COM  or  800.273.9913 


500 


Companies  who  invested  in  Siebel  Systems 
technolog)  consistently  outperformed  both  the  Dow 
(ones  Industrial  \\  erage  and  the  S&l'  %*)  over  a  four-year 
period,   from   January    1995  to   December   1999. 
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E  SELL  ADVANTAGE. 


The  advantage  of  BEING  unique 

The  advantage  of  TREATING  customers  uniquely 

The  advantage  of  real  eBusiness  AGILITY 


•Business  Infrastructure 
Procurement 


accelerating  Your  Advantage 
fww.REMEDY.com/offer/adForbes       1-888-294-5757 
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chat  and  VoIP  for  delivering  effective 
customer  support  along  with  managing 
an  artificial  intelligence  knowledge  base 
that  captures  online  transactions  and 
facilitates  expert  analysis  of  customer 
information.  The  company  then  applies 
this  information  to  creating  direct  mar- 
keting campaigns  for  turning  visitors 
into  customers  and  customers  into 
repeat  buyers. 

That  ability  was  a  key  factor  in  eAs- 
sist's  selection  as  an  eCRM  solution  by 
Equipp.com,  an  industrial 
goods  auction  company, 
and  by  Esurance.com, 
the  first  Internet  insur- 
ance company. 

"In  addition  to  the 
multi-channel  commu- 
nication offering,  we 
were  sold  on  the  capa- 
bility of  eAssist.com  to 
manage  a  customized 
eCRM  knowledge  base  cre- 
ated from  each  individual  interaction. 
Over  time,  this  will  allow  us  to  automate 
responses  and  create  an  interactive 
customer  self-help  section  on  our 
Web  site,"  says  Michael  Coffin,  CEO  of 
Equipp.com. 

"eAssist.com  helps  us  provide 
superior  online  and  offline  customer 
support  necessary  to  help  our  cus- 
tomers make  informed  and  confident 
decisions  relating  to  their  auto  insur- 
ance," says  Chris  Henn,  Esurance 
vice  president  of  insurance  opera- 
tions. "We  evaluated  many  customer 
service  solutions  and  selected  eAs- 
sist's  powerful  eCRM  solution  as  the 
best  fit  for  our  needs." 

"Esurance  is  removing  the  obsta- 


cles people  face  in  making  insurance 
decisions  on  the  Internet.  Our  service 
is  committed  to  empowering  the  con- 
sumer to  ask  questions  and  get 
answers,"  says  Plashkes. 
eAssist  can  provide  its  services 


•  enables  e-businesses  to  create  an 
integrated,  dynamically  updated  knowl- 
edge base  that  tracks  customer 
interactions  across  all  channels. 
"Our  technology  and  services  are 
designed  to  gather,  integrate,  person- 


"NCR's  CRM  solution  and  powerful  Teradata  war- 
house  allow  us  to  keep  track  of  millions  of  customers 
activities."  John  Boushy,  Senior  Vice  President,  IT  ar 
Marketing  Services,  Harrah's  Entertainmer 


under  three 
different  busi- 
ness models: 
hosted,  full 
outsourced,  or 
a  hybrid  of  the 
two,  depending 
on   client   need. 
Using  the  ASP  model,  eAssist.com: 

•  reduces  the  costs  of  customer 
management  and  interaction  by 
delivering  lightweight,  mass-cus- 
tomized eCRM  applications  and 
content  management  through  a 
distributed  architecture: 

•  increases  customer  satisfaction  by 
enabling  e-businesses  to  provide 
their  customers  with  personalized, 
accurate  and  prompt  responses  to 
inquiries  across  a  wide  variety  of 
communications  channels; 

•  helps  build  and  sustain  lasting  cus- 
tomer relationships  by  creating 
complete  customer  profiles  that 
include  previous  interaction  history, 
knowledge  content  and  other  rele- 
vant data; 


alize  and  manage  customer  knowl- 
edge and  content  across  every  chan- 
nel through  which  e-businesses 
communicate  with  their  customers," 
says  Plashkes.  "They  are  designed  to 
provide  a  rapid  and  measurable  return  J 
on  investment  by  enabling  e-busi- 
nesses to  differentiate  themselves 
through  superior  customer  service, 
which  will  in  turn  convert  Web  site  vis- 
itors to  buyers,  build  lasting  customer 
relationships  and  generate  increased 
revenue." 

QuestLink  Saves  Time, 
Money  for  Design  Professionals 

QuestLink  Technology  offers  electron- 
ics professionals  access  to  a  compre- 
hensive technical  reference  repository 
and  an  efficient,  cost-effective  process 
to  research,  compare  and  purchase 
electronic  components.  Taking  advan- 
tage of  the  site's  features  enables 
users  to  reduce  overall  design  costs 
while  accelerating  time-to-market  for 
next-generation  electronics  products. 
Founded  in  1995,  QuestLink  pio- 


the  concept  of  info-commerce 
the  electron  ;  ,-y  by  provid- 

free  access  feo  te  nforma- 

on  for  the  electronics  professional 
long  with  trie  ability  to  purchase 
omponents  online.  More  than 
20.000  undup  :ated  registered 
sers  nc  to  a  single 

teb  site  to  bring  all  parts  of  the  pur- 
hasing  process  together  in  a  well- 

amlined  format. 
"This  impressive  level  of  traffic  is  a 
exit  to  the  burgeoning  growth  of 
ne  overall  etectronics  industry  and  to 
XiestUnk's  ability  to  bring  information 
nti  commerce  together  all  at  one  easy- 
o-use  location,  in  a  streamlined  fash- 


ion '  chael  Shultz.  presc: 

and  CEO  of  QuestLink.  "The  demand 
for  next-generation  electronics  products 
eased  significantly,  and  as  a 
res.  Dnics  professionals  need 

new  methods  for  researching,  compar- 
ing and  buying  products.  We  are 
L5ed  that  more  and  more  of  them 
are  using  QuestLink.com  to  shorten 
and  improve  the  overall  design 
process." 

With  access  to  nearly  $3  billion  in 
inventory,  QuestLink.com  is  the 
largest  source  for  electronic  compo- 
nents online.  The  company  has  strate- 
gic alliances  with  Avnet,  Agilent  Tech- 
nologies. All  American,  CareerBuilder. 


deja.com.  Misumi  of  Japan,  Nu  Hori- 
zons, Relex,  Toolwire  and  Viewlogic. 

NCR  Delivers  Winning  Hand  to 
Harrah's  Customer  Service 

In  the  high-stakes  world  of  casino  enter- 
tainment, building  enduring  relation- 
ships with  your  best  customers  is  a 
surefire  winning  hand.  But  if  you  own 
eight  casinos  in  eight  states  and  have 
millions  of  customers  —  as  Harrah's 
Entertainment  Inc.  does  —  recognizing 
your  customers  wherever  they  happen 
to  touch  your  business  can  pose  a  con- 
siderable challenge. 

Founded  in  1937.  when  Bill  Harrah 
opened  a  bingo  parlor  in  Reno.  Nev.. 


OuestLink 


ee-commerce. 


No,  it's  not  a  typo.  It's  a  new  way  of  business  for  electronic  engineering  professionals.  With  more  than  210,000 
registered  users  QuestLink.com  is  the  leading  Web  marketplace  for  the  electronic  engineering  community.  QuestLink.com 
gives  the  engineering  community  the  timely  technical  content  they  need  to  research,  compare  and  buy  electronic  components, 
hardware  and  software  tools.  It's  the  combination  of  in-depth  technical  content  and  e-commerce  capability  that  will  shorten 
time-to-market  in  the  development  of  next  generation  electronic  systems. 

Led  by  veterans  of  the  semiconductor  industry,  QuestLink  is  redefining  commerce  for  the  electronics  industry.  We  call  it 
ee-commerce.  You'll  call  it  one  heck  of  an  opportunity. 


QUESTLINK 


The  #1  info-commerce  site  for  the  electronics  industry. 
www.questlink.com 
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Harrah's  grew  quickly,  building  and 
acquiring  properties  throughout  Nevada 
and  beyond.  In  1973,  Harrah's  became 
the  first  casino  company  listed  on  the 
New  York  Stock  Exchange.  Today, 
Harrah's  has  been  recognized  as  a 
market  leader  due  in  large  part  to  its 
mission  to  build  lasting  relationships. 
In  1997,  Harrah's  introduced  its 
"Total  Gold"  system  for  tracking,  retain- 
ing and  rewarding  its  15  million  guests 
regardless  of  which  casinos  they  visit 
over  time.  For  example,  a  frequent 
guest  at  Harrah's  Atlantic  City,  N.J., 
casino  will  be  immediately  recognized 


redeemable  for  merchandise.  These 
rewards  encourage  customers  to 
remain  loyal  to  the  Harrah's  brand 
across  the  country  and  over  time. 

To  meet  the  rapidly  growing  demands 
of  the  Total  Gold  program,  Harrah's 
selected  the  NCR  Teradata  warehouse 
customer  relationship  management 
solution.  The  NCR  Teradata  warehouse 
is  capable  of  handling  data  from  10GB 
to  more  than  100TB.  NCR  Profession- 
al Services  business  consultants 
assisted  Harrah's  with  design,  imple- 
mentation, migration  and  maintenance 
of  the  solution. 


"We're  a  pioneer  in  eCRM,  with  more  than  six 
years  of  experience  that  we  can  bring  to  a  project." 
Pradeep  Singh,  CEO,  Talisma  Corporation 


upon  presenting  a  Total  Gold  card  in  the 
company's  Las  Vegas  casino  —  and  is 
duly  rewarded  for  his  or  her  repeat 
business. 

"Traditionally,  casinos  have  treated 
customers  as  though  they  belonged  to 
the  single  property  they  visited  most 
often,"  says  John  Boushy,  Harrah's 
senior  vice  president.  Information  Tech- 
nology and  Marketing  Services.  "How- 
ever, we've  found  that  customers  who 
visit  more  than  one  of  our  properties 
represent  a  fast-growing  segment  of  our 
revenue.  We  want  to  encourage  and 
reward  these  customers." 

The  patented  Total  Gold  program 
entitles  Harrah's  repeat  customers  to 
free  entertainment,  vouchers  for  food 
and  accommodations,  and  points 


"NCR's  CRM  solution  and  powerful 
Teradata  warehouse  allow  us  to  keep 
track  of  millions  of  customers'  activities 
and  provide  Harrah's  with  the  means  to 
analyze,  predict  and  maximize  the  value 
of  each  customer  relationship,"  says 
Boushy.  "With  this  knowledge,  we  can 
market  more  effectively,  increasing  the 
attraction  and  retention  of  our  targeted 
customers." 

Harrah's  produces  more  than  20  mil- 
lion customer  offers  annually,  and 
tracks  each  one  to  determine  when  and 
how  offers  are  redeemed.  With  NCR's 
Teradata  warehouse,  the  company  can 
analyze  hundreds  of  customer  attri- 
butes to  determine  likelihood  to  visit, 
predicted  spending,  opportunities  for 
cross-selling  and  much  more. 


"Our  NCR  customer  relationship 
management  solution  helps  us  analyze 
each  customer's  preferences  and  pre- 
dict what  services  and  rewards  they'll 
want  in  the  future,"  Boushy  says.  "As  a 
result,  we  can  offer  them  a  more  enjoy- 
able experience  each  time  they  visit  our 
casino.  Harrah's  has  the  only  system  in 
the  industry  for  recognizing  and  reward- 
ing its  customers  on  a  national  basis, 
across  all  of  our  properties.  Knowing 
our  customers  better  differentiates  us 
from  our  competitors." 

Talisma  Provides  Customer  Edge 
To  Bowstreet  in  Record  Time 

Founded  in  January  1998,  Bowstreet  is 
one  of  the  fastest-growing  startups  in 
B2B  e-commerce  and  has  raised  $90 
million  in  venture  capital  from  leading 
VC  firms,  global  investment  banks  and  \ 
strategic  corporate  investors.  As  a  lead- 
ing provider  of  XML  infrastructure  for 
B2B  Web  marketplaces,  privately  held 
Bowstreet  is  at  the  forefront  of  what  it 
calls  the  "business  web"  revolution. 
Fueled  by  an  XML-based  computing 
infrastructure,  business  webs  will  trans- 
form e-business  relationships,  enabling 
companies  to  create  richer  offerings  for 
existing  customers  and  sell  products 
through  entirely  new  relationships  over 
the  Web. 

Like  all  companies  growing  at  an 
explosive  rate,  Bowstreet  wanted  to 
build  a  robust  professional  services 
and  customer  support  organization  to 
keep  pace  with  its  aggressive  growth. 

"Bowstreet  had  a  field  consulting 
team  already  in  place  that  handled 
implementations,  but  we  had  only  one 
person  in  a  support  role  —  Tony  Fiorot, 


oes  this  Look 


?\j\~*j  ui 

ami 

bat 

?rior  eCRM  solutions  that 
ove  your  economics  and 
^ase  customer  satisfaction 
emented  in  a  fraction  of 


Itime. 


ate  your  customers  from 
tone  to  web  tone. 


ssist 


•  com 


L      CHANNELS      ON 


11 

1 1 

Bit  111 

■ 

1  1    1 

1 1 11 

I  - 


rpn  Summary  Ftef* 


Subject:  CEO  Company  Summary  Report 

Date:  May,  2CXXJ 
From:  Internal  Audit  Dept. 

Company  Information: 

Current  Employee  Size  (Turnover  200%) 

•  4,000  Corporate  Employees 

•  2^400  Call  Center  Employees 

Customer  Satisfaction  Index  (Down  22%  this  year; 

•  Rating:  Poor 

Margin  (at  risk) 

•  Cost/Retail  Item:  $40.00 

•  Cost/Customer  Interaction:  $30.00 

Recommendation: 
Implement  eCRM  Solution 
•Issues 

-  $3  Million  Over  Budget 

-  3  Years  Behind  Schedule 


o 


.•J  I  lis]  is 


director  of  customer  support,"  says 
Chris  Ronzoni,  Bowstreet's  vice  presi- 
dent of  professional  services.  "We  real- 
ized that  we  had  to  do  something  and 
do  it  quickly,  so  Tony  and  I  basically 
designed  and  assembled  our  customer 
support  offering  in  a  period  of  about 
three  weeks." 

For  the  key  software  and  service  solu- 
tion, Bowstreet  turned  to  Kirkland, 
Wash.-based  Talisma  Corporation,  the 
pioneer  of  what  it  calls  easy  eCRM  solu- 
tions. Talisma's  modular,  scalable  solu- 
tions and  outsourcing  e-service  offerings 
allow  companies  to  choose  from  three 


with  technology  and  people,  robust 
enough  to  meet  its  current  needs  and 
scalable  to  meet  future  demand. 

"Talisma  is  a  first-class  operation 
with  experienced  people  working 
there.  They  were  dedicated  to  making 
us  successful,"  Fiorot  explains.  "I 
made  it  very  clear  to  them  in  the 
beginning  that  we  couldn't  fail.  We 
looked  at  quite  a  few  vendors,  but, 
quite  frankly,  they  couldn't  step  up  to 
the  challenge  the  way  Talisma  did." 

Talisma's  latest  offering  is  Spring- 
board, a  new  service  designed  to  provide 
startups  and  new  e-businesses  with  a 


"Ask  Jeeves  has  lowered  our  support  costs  and 
enhanced  customer  satisfaction.  At  the  same  time, 
it  has  given  us  the  opportunity  to  offer  our  customers 
a  more  personalized  experience." 
Sam  Bradach,  Director  of  Logistics,  Nike.com 


easy-to-install  but  powerful  eCRM  suites 
—  small  business,  online  and  enter- 
prise —  and  add  e-mail,  chat,  phone, 
Web  self-help,  training,  integration  and 
connectivity  modules  for  integrated  e- 
marketing,  e-sales  and  e-service. 

"We  chose  Talisma  for  several  rea- 
sons, but  the  most  important  was  that 
they  were  the  only  company  we  talked  to 
who  said  they  could  meet  our  time  frame 
demands,"  says  Fiorot.  "And,  in  fact,  they 
committed  at  a  senior  level  right  there  at 
the  table.  They  had  people  over  here  get- 
ting trained  on  our  product  offerings 
within  days  of  our  initial  meeting." 

Three  weeks  after  that  meeting,  Bow 
street's  new  Talisma-based  customer 
support  system  went  live,  fully  deployed 


comprehensive 
action  plan,  created 
in  just  five  days,  to 
deliver  world-class 
electronic  customer 
service. 

"We're  a  pioneer 
in  the  eCRM  space, 
with  more  than  six 
years  of  experience  that  we  can  bring 
to  a  project,"  says  Pradeep  Singh,  CEO 
of  Talisma.  "Our  growing  list  of  more 
than  200  customers,  including  Lowes/ 
Eagle  Hardware,  Bally 's  Total  Fitness, 
NetGrocer.com,  Microsoft,  RealNet- 
works and  Bowstreet,  is  testament  to 
our  ability  to  get  things  done  quickly  in 
eCRM  technology  and  consulting." 


Ask  Jeeves  Finds  Just  the  Right 
Shoe  for  Nike.com  Shoppers 

Most  Web  users  know  Ask  Jeeves  best 
as  one  of  the  Internet's  top-rated  sites 
where  they  can  enter  a  question  in  nat- 
ural language  and  receive  links  to  highly 
relevant  information.  Many  corporations 
have  also  discovered  that  Ask  Jeeves 
Business  Solutions  can  improve  their 
e-commerce  and  e-support  and  help 
them  learn  about  their  customers. 
Today  companies  worldwide  are  using 
Ask  Jeeves'  solutions  to  better  connect 
their  customers  to  relevant  products, 
services  and  information.  Ask  Jeeves' 
customers  include  Compaq,  Daimler- 
Chrysler,  Dell,  E*trade,  Microsoft,  Nike, 
Office  Depot  and  TD  Waterhouse. 

A  typical  example  is  Nike's  Web  site, 
Nike.com,  which  serves  as  both  a  mar- 
keting and  direct  sales  channel  for  the , 
giant  maker  of  athletic  gear. 
Launched  in  1996  as  a 
marketing  site  for  the 
Atlanta  Olympics, 
Nike.com  rolled 
out  its  full-blown 
sales  offering 
in  June  1999. 
"When  we 
went  live  with 
direct  sales,  we 
quickly  discovered  that 
the  demand  on  our  24/7  800-line  ser- 
vice personnel  was  high,"  says  Sam 
Bradach,  director  of  logistics,  Nike.com. 
"They  were  being  challenged  by  e-mail 
and  phone  calls.  Consumer  research 
showed  us  that  we  had  a  lot  of  con- 
tent on  our  site  that  probably  could 
have  answered  most  of  those  ques- 
tions, but  finding  the  information 


Looking  for  a  better  way  to  handle  customer  inquiries?  Question  Your  Question  Flow" 
is  a  valuable  book  from  Answers.com  that  details  innovative  techniques  for  managing 
customer  question  volume — while  minimizing  costs.  Get  your  free  copy  today  at 
www.answers.com  or  call  us  toll  free  at  1-800-505-7155. 
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Since  the  beginning  oftime, 


EOPLE  HAVE  SCALED  MOUNTAIN: 
CROSSED  BURNING  DESERTS  AND 


BRAVED  THE  DEEPEST  OCEANS- 


ALL  IN  SEARCH  OF  ANSWERS. 


Your  customers  won't  do  that 


Today's  customer  doesn't 
have  the  time  or  the  patience 
to  wait  for  answers.  And 
that's  the  whole  point  of 
Answers.com,  the  powerful 
new  online  customer  support 
technology  you  can  add 
directly  to  your  Web  site. 
Now  when  someone  has  a 
question,  they  can  type  it  in 
plain  English.  And  better  yet, 
they'll  receive  quick,  relevant 
answers.  No  need  to  even 
speak  to  a  customer  service 
rep  in  most  cases.  Which 
means  you  save  your  cus- 
tomers time  and  aggravation. 
And  you  save  your  business 
money.  Want  to  know  more? 
Give  us  a  call,  or  visit  us 
online  at  www.answers.com. 
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wasn't  as  intuitive  as  it  could  have  been. 
For  a  solution,  Nike.com  turned  to 
Jeeves  Answers,  Ask  Jeeves'  natural- 
language  question-answering  service 
with  its  patented,  popularity-based 
search  capability.  Jeeves  Answers  helps 
Nike.com  provide  customers  with  highly 
targeted  information  quickly  and  easily. 


costs  and  dramatically  improve  ROI. 
The  four  Jeeves  components  are  part 
of  the  Ask  Jeeves  4.0  e-business  suite. 
Recently,  Nike.com  implemented 
Jeeves  Advisor,  Ask  Jeeves'  decision 
support  technology,  for  its  running 
shoe  category,  an  area  that  tends  to 
attract  buyers  with  highly  specific 


"It  is  amazing  at  this  stage  that  many  Web  sites 
still  have  no  effective  mechanism  for  responding 
to  customer  inquiries."  Bill  Fogg,  CEO,  Answers.com 


The  "Ask  Nike"  service  receives  more 
than  2,000  questions  a  day,  answering 
queries  such  as  "Where  can  I  find  a 
NikeTown  Store?",  "What  is  the  Nike.com 
return  policy?"  and  even  questions 
about  Nike  Inc.  history  and  its  corpo- 
rate policy  on  labor  issues. 

"Our  initial  rollout  with  Jeeves 
Answers  was  successful,  so  we  started 
to  look  at  Ask  Jeeves  from  a  bigger 
marketing/data-mining  perspective," 
says  Bradach.  "Jeeves  not  only  pro- 
vides the  answers,  Jeeves  knows  cus- 
tomers' questions.  That  information  is 
very  valuable  to  us.  We  now  use  Jeeves 
Insight  to  gather  valuable  customer 
information  and  use  that  information  to 
improve  customer  service,  enhance 
Web  content  and  focus  distribution  and 
marketing  efforts." 

Ask  Jeeves'  Web  interaction  solu- 
tions —  Jeeves  Relevant  Answers, 
Jeeves  Advisor,  Jeeves  Live  and  Jeeves 
Insight  —  help  companies  increase  e- 
commerce  conversion,  reduce  support 


needs  and  technical  questions.  With 
Nike's  nearly  40  different  men's  run- 
ning shoes  and  30  women's  running 
shoes,  customers  have  many  choices 
and  decisions  to  make.  Jeeves  Advi- 
sor, deployed  on  the  site  as  Nike's 
Running  Shoe  Recommender,  allows 
customers  to  identify  their  prefer- 
ences in  terms  of  style  of  running 
(training  or  competition),  surface 
(paved  or  path),  orthopedic  require- 
ments and  so  on.  Based  on  the  cus- 
tomer's responses,  the  Running  Shoe 
Recommender  suggests  the  top  three 
best  shoes  for  that  person. 

"Ask  Jeeves  has  lowered  our  support 
costs  and  enhanced  customer  satis- 
faction," says  Bradach.  "At  the  same 
time,  it  has  given  us  the  opportunity  to 
offer  our  customers  a  more  personal- 
ized shopping  experience." 

Answers.com  Provides  Affordable 
Customer  Service  Online 

When  the  marketing  research  firm 


Jupiter  Communications  contacted 
125  consumer  Web  sites  via  e-mail 
with  simple  support  requests  a  few 
months  back,  the  results  were  not 
encouraging.  Nearly  half  took  more 
than  five  days  to  respond.  Many  didn't 
respond  at  all.  This  clearly  is  a  recipe 
for  disaster.  Companies  that  provide 
superior  customer  service  on  the  Web 
are  more  likely  to  win  customer  loyal- 
ty —  and  repeat  business.  Those  who 
don't  are  likely  to  lose. 

"It  is  amazing  at  this  stage  that 
many  Web  sites  still  have  no  effective 
mechanism  for  responding  to  cus- 
tomer inquiries,"  says  Bill  Fogg,  CEO 
of  Answers.com,  a  provider  of  online 
customer  service  tools  that  help  busi- 
nesses of  all  sizes  manage  inquiry 
volume,  minimize  costs  and  maximize 
customer  satisfaction.  "Part  of  the 
problem,  of  course,  is  that  many  of 
the  solutions  available  are  extremely 
costly  and  difficult  to  maintain." 

Not  so  with  Answers.com.  Founded 
in  1996  by  idealab!,  Answers.com 
was  acquired  last  year  as  an  indirect 
subsidiary  of  Net  Shepherd  Inc.,  a 
publicly  traded.  Web-based  informa- 
tion and  technology  solutions  compa- 
ny, and  relaunched  as  a  business-to- 
business  ASP  Answers.com  provides 
a  self-service  question-and-answer 
product  that  allows  a  company's  cus- 
tomers to  ask  questions  in  plain  Eng- 
lish and  receive  fast  answers.  Corpo- 
rate customers  pay  only  for  the 
number  of  questions  answered  each 
month;  the  price  generally  works  out 
to  less  than  10  cents  per  question. 

Fogg  says  that  Answers.com 's  tech- 
nology is  one  of  the  most  cost-effective 


19  out  of  20  Web  sites  can't  tell  them  apart. 
Can  yours? 


lationship  Technology  Solutions.  They  add  intelligence  to  your  Web  site. 


ley  allow  you  to  personalize  each  customer  interaction,  not  just  process 


itroducing  Relationship  Technology™  Solutions  from  NCR,  the  power  to  know. 

ata.  And  they  help  you  ensure  that  your  Web  visitors  get  what  they  want.        P^  ^^  %  / ^^  I  I  JF  \.  II  ^ml  A  f 

hen  they  want  it  and  how  they  want  it.  That's  the  awesome  power  of  a        ^J  ^^  ^^  ^J  f  %  |        ^^ 
ERADATA'  Active  Data  Warehouse  from  NCR.  To  customize  Web 

teractions  based  on  what  your  customers  want  —  not  who  they  look  like—                       1  If  I  mk    |\l|     11  111 

Uv  TvU  rxNvVV 

sit  www.teradata.com  today  and  get  your  Teradata  Knowledge  Pack. 


e  give  you  the  power  to  know. 


G[)ncr 


S  E  M  ENT      2  4 


Wk  Kj  . 


It]  111313 


and  efficient  ways  for  businesses  to 
answer  customer  questions  by  using 
its  proprietary  Answer  Retrieval  Tech- 
nology™ and  AnswerBase™.  Ques- 
tions can  also  be  escalated  to  a  com- 
pany's customer  support  experts  for 
a  personal  response,  which  is  then 
added  to  the  AnswerBase  for  future 
inquiries.  The  service  is  available  to 
provide  fast  and  accurate  answers  to 
customers'  online  questions  24  hours 
a  day,  7  days  a  week. 

Among  Answers. corn's  most  recent 
customers  is  GE  Plastics,  a  GE  division 
and  a  world  leader  in  versatile,  high- 
performance  engineered  plastics. 
Answers.com  developed  the  functional- 
ity that  allows  visitors  to  GE  Plastics 
Web  sites  to  ask  questions  about  GE 
Plastics  in  "plain  English."  To  ask  a 
question,  site  visitors 
simply  use  the 
new  "askEdison" 
feature,  distin- 
guishable by  an 
icon  that  appears 
throughout  the  Web 
site.  Immediate  re- 
sponses provide  links 
to  relevant  information. 

"GE  Plastics  selected 
Answers.com  because  of  its  technolo- 
gy, scalability  and  ability  to  customize 
to  our  requirements,"  says  Gerry 
Podesta,  general  manager  of  e-busi- 
ness for  GE  Plastics.  "AskEdison  vastly 
improves  the  speed  at  which  our  cus- 
tomers get  answers  and  information 
from  our  Web  site.  Giving  them  a  good 
experience  each  time  they  visit  us 
online  is  critical  —  and  askEdison  really 
helps  make  that  happen." 


Answers.com  is  one  of  the  few 
sites  that  provides  a  direct  response 
to  a  question,  rather  than  a  link  to 
another  site.  The  company's  standard 
packages  don't  require  a  set-up  fee  to 
get  started.  "Businesses  are  turning 
to  online  solutions  for  every  aspect  of 
operations.  Answers.com  technology 
allows  them  to  use  the  Internet  to 
improve  customer  service  and  save 
the  company  money,"  Fogg  says.  "Our 
affordable  Web-based  customer  ser- 
vice tool  is  scalable  for  businesses 


commerce  solution.  After  reviewing  the 
offerings  from  several  different  vendors, 
Honeywell  selected  Calico  Commerce's 
eBusiness  application  suite  for  its  abil- 
ity to  sell  products  and  services  via  the 
Web  using  existing  channels  and  Net 
markets. 

La  hey  wanted  a  way  for  customers 
to  configure  PlantScape  over  the  Web. 
PlantScape  controls  and  monitors 
continuous,  batch  and  hybrid  opera- 
tions —  in  everything  from  the  manu- 
facture of  chemicals  to  the  brewing  of 


"Calico-based  e.BOB  is  an  important  element  in 
Honeywell's  business  transformation  from  the  old 
economy  to  the  new  digital  economy."  Bob  Lahey. 
Business  Manager,  PlantScape®,  Honeywell  IAC 


$3 


of  all  sizes.  It's  a 
world-class  support 
tool  that  can  signifi- 
cantly reduce  your 
volume  of  incoming 
customer  calls  and 
e-mails  while  rais- 
ing the  bar  on  cus- 
tomer support." 


Calico  Solves  Complex  Ordering 
Process  for  Honeywell's  IAC  Division 

The  Industrial  Automation  and  Control 
(IAC)  business  of  Honeywell  provides  a 
broad  range  of  control  systems,  prod- 
ucts, software  and  services  to  global 
process  manufacturers.  Bob  Lahey, 
business  manager  for  PlantScape®,  one 
of  lAC's  most  successful  control  sys- 
tems, was  looking  for  a  user-friendly  e- 


beer.  There  are  more  than  3,000 
PlantScape  systems  installed  in 
industrial  sites  around  the  world. 

Since  the  introduction  of  PlantScape, 
Honeywell  has  used  in-house  cus- 
tomization and  configuration  tools  when 
creating  a  PlantScape  system.  Howev- 
er, the  complex  nature  of  PlantScape 
required  users  to  have  an  in-depth 
understanding  of  the  system,  which  lim- 
ited the  number  of  users  who  could 
employ  the  tools. 

"PlantScape  is  a  highly  sophisticat- 
ed system,"  says  Lahey.  "When 
PlantScape  is  installed  in  many  critical 
processes,  such  as  oil  and  gas  and 
pharmaceuticals,  it's  crucial  that  the 
equipment  be  configured  properly." 

Honeywell  decided  to  enhance  its 
configuration  system  by  making  it 
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Fortunately,  Jeeves  doesn't  sleep. 
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:ves  not  only  operates  the  14th  largest  Web 
ty,  he  also  helps  top  companies  dramatically 
'e  their  e-commerce  and  online  customer 
■t.  Companies  like  Arthur  Andersen,  Compaq, 
iterhouse  and  DaimlerChrysler. 
ey  chose  Ask  Jeeves  because  our  Web  inter- 
technology  humanizes  their  customers'  online 
ence-essential  to  higher  customer  satisfaction, 
5rm  loyalty  ond  increased  profitability.  What's 


more.  Ask  Jeeves  is  the  only  company  to  offer  the 
combined  power  of  innovative  technology  and  a  client 
network  that  answers  more  than  15  million  questions 
a  day,  reaching  over  80  million  users.  So  what  does 
all  this  mean?  With  Ask  Jeeves,  companies  can 
capture,  convert  and  retain  more  customers  than 
ever  before. 

Want  to  know  how  you  can  radically  improve  your 
online  business?  Ask  Jeeves. 
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easier  to  use,  while  requiring  less 
background  knowledge,  allowing  order 
processing  and  manufacturing  to  be 
streamlined.  Honeywell  also  wanted  to 
deploy  the  new  solution  on  the  Inter- 
net. That  would  allow  customers  to 
not  only  research  PlantScape  sys- 
tems, but  also  complete  a  portion  of 
the  purchasing  process.  Most  impor- 
tant, Honeywell  wanted  to  implement 
a  user-guided  sales  process  to  engage 
customers  in  a  Web-enabled  purchas- 
ing process,  providing  them  with  all 
the  information  they  needed  to  order 


e.BOB  ensures  precise,  error-proof 
control  system  configuration.  Straight- 
forward ordering  instructions  are  pro- 
vided on  each  Web  page,  and  ques- 
tions prompt  customers  through  the 
order  process,  which  now  eliminates 
guesswork  or  the  need  for  technical 
product  knowledge.  e.BOB  features  per- 
sonalized specification  and  pricing, 
complex  configuration  validation,  "what- 
if"  analyses,  order  placement  and  track- 
ing, online  software  download  and  back- 
office  integration. 

"e.BOB  is  an  important  element  in 


"We  provide  companies  with  immediate,  afford- 
able and  reliable  online  sales  force  automation." 
John  Dillon,  President  and  CEO,  Salesforce.com 


a  highly  customizable  system  online. 

Calico  offered  the  solution  that  Hon- 
eywell's PlantScape  control  systems 
required  —  one  that  was  flexible 
enough  to  allow  numerous  possible 
configurations  involving  both  soft  and 
hard  constraints. 

In  May,  Honeywell  IAC  launched  its 
new  Calico-based  electronic  Build  Order 
Buy  system  (called  e.BOB)  on  its  Web 
site,  www.iac.honeywell.com.  Using 
Calico's  solution,  e.BOB  is  the  most 
advanced  Web-ready  product  and  ser- 
vice available  for  streamlining  order  pro- 
cessing and  shipping.  Using  this  Web- 
enabled  order  system,  customers  can 
now  research  the  solution  that  fits  their 
needs,  customize  the  system,  place  an 
order  and  expect  shipment  of  the  con- 
trol system  within  12  days. 


Honeywell's  business  transformation 
from  the  old  economy  to  the  new  dig- 
ital economy,"  says  Lahey.  "By  adopt- 
ing the  Internet  as  a  tool  to  do  busi- 
ness, we  have  developed  an  entirely 
different  dimension  of  relationship 
with  our  customers.  It  is  critical  that 
we  meet  our  customers'  expectations 
by  providing  the  information  they  need 
to  evaluate  and  order  Honeywell  prod- 
ucts, as  well  as  deliver  products 
quickly  and  efficiently." 

Salesforce.com  Delivers  SFA  Service 
For  Low  Monthly  Fee 

Senior  executives  know  that  sales 
force  automation  (SFA)  can  produce 
cost  savings,  revenue  growth,  lower 
staff  turnover,  higher  customer  satis- 
faction, fewer  administrative  errors, 


less  waste  and  a  wealth  of  historical 
customer  data.  SFA  provides  sales 
representatives  with  electronic  took 
that  track  opportunities,  manage  con- 
tacts, create  reports  and  see  how 
they  stack  up  in  relation  to  other  rep- 
resentatives at  their  companies.  The 
Harvard  Business  Review  reports  that 
SFA  pays  for  itself  in  two  years  and 
can  increase  sales  by  30%.  The  sticky 
point  —  especially  for  medium-size 
and  small  companies  —  has  been 
the  high  cost  of  licensing  the  software 
and  getting  their  sales  forces 
equipped,  trained  and  running. 

Salesforce.com,  a  San  Francisco- 
based  startup,  has  a  solution.  The 
young  company  has  already  garnered 
more  than  10,000  customers  and  a 
couple  of  heavyweight  partners  in 
its  short  existence.  Salesforce.com 
offers  enterprise-class  CRM  as  a  Web- 
based  service  without  the  expense, 
administrative  overhead  or  complexi- 
ty of  traditional  client/ server  systems. 

Salesforce.com  allows  companies 
from  the  smallest  businesses  to  divi- 
sions of  large  companies  to  have  all 
the  power  of  SFA  software  that  was 
previously  available  only  to  those  will- 
ing to  pay  huge  licensing  fees  and 
annual  maintenance  charges.  As  an 
online  enterprise  service,  Sales- 
force. com  eliminates  the  need  to  buy, 
install  or  maintain  hardware,  software 
or  networks.  It  can  be  implemented  in 
hours  at  a  significantly  lower  cost 
than  traditional  enterprise  software. 

Salesforce.com  can  be  accessed 
anytime,  anywhere  from  a  Web  brows- 
er and  requires  little  or  no  training  or 
IT  support.  For  $50  per  month  for  the 
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hosting  of  business-critical  applications 
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First  things  first,  second  things  not  at  all 


And  we  are  prepared  to  deliver  on  the  promise  now' 


John  Charters.  CEO  of  QCS 


Is  Your  ASP  Plug  rv  Play  Ready? 


QCS — a  company  created  by  Q  solutions  designed  to  take  the  distractions  and 

ommuracaootis  and  KPMG —  is.  challenging  the  obstacles  of  IT  off  your  company's  agenda. 

notion  of  what  an  ASP  is  all  about.  b\  intro-  So  now  you  can  be  free  to  concentrate  on  what 
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first  five  users  ($50  per  month  per 
each  additional  user),  sales  teams  at 
small  and  medium-size  businesses 
can  tap  into  the  power  of  the  Web  to 
manage  relationships,  sales  and 
opportunities  using  a  dynamic,  per- 
sonalized system. 

"We  provide  companies  of  any  size 
with  immediate,  affordable  and  reliable 
online  sales  force  automation,"  says 
John  Dillon,  president  and  CEO  of 
Salesforce.com. 

As  a  subscription  SFA  service, 
Salesforce.com  manages  the  servers, 
updates  the  systems  and  takes  care 
of  the  hassle  of  buying,  installing  and 
configuring  the  whole  solution. 

The  company  recently  formed  an 
alliance  with  Work.com,  a  new  joint 
venture  of  Dow  Jones  &  Company  and 
Excite@Home,  that  provides  business 
news,  information  and  services.  The 
relationship  initially  involves  joint  mar- 
keting and  promotion  of  both  compa- 
nies' services  for  businesses  and  the 
launch  of  a  joint  Web  site,  work.sales- 
force.com  (www.work.salesforce.com). 
Through  an  earlier  announced  alliance 
with  IBM,  Salesforce.com  will  become 
the  first  application  that  IBM  will  offer 
to  small  businesses  that  sign  up  for 
its  WebConnections  service,  which 
includes  network  connections,  a  net- 
work server,  a  firewall,  24-hour  tech- 
support  and  an  Internet 
address. 

"IBM  is  the  most  trusted  and  recog- 
nized name  in  technology  and  we  are 
thrilled  to  be  part  of  its  initiative  to 
make  a  complete  e-business  offer- 
ing available  to  small  business, 
says  Marc  R.  Benioff,  chairman,  Sales- 


Qwest  Cyber. Solutions  Offers  Outsourced  Plug-and- 
Applications  for  the  Enterprise 

The  Internet  has  changed  the  pace  of  business  so  dramatically  that  rout 
processes  now  seem  permanently  locked  on  fast-forward.  Many  business 
are  discovering  that  they  cannot  focus  on  core  business  strengths  and  str; 
fives  while  building  and  maintaining  a  vast  technological  infrastructure,  insta 
managing  software,  finding  and  retaining  increasingly  scarce  technological  re 
and  taking  the  time-consuming  steps  required  to  transform  their  enterprises. 

This  need  has  produced  a  new  type  of  service  firm  —  the  application 
provider  (ASP).  For  a  fee.  ASPs  will  manage  and  host  all  or  part  of  a  comp 
infrastructure,  allowing  companies  large  and  small  to  access  busines: 
applications  and  software  systems  via  the  Web.  ASPs  remove  companies 
ries  by  taking  on  the  maintenance  of  IT  systems. 

"The  promise  of  an  ASP  is  to  offer  the  expertise  and  resources  that  all 
tomers  to  focus  on  core  competencies  rather  than  on  the  upkeep  and 
nance  of  an  internal  hosting  technology  infrastructure,"  says  John  Charte 
of  Qwest  Cyber.Solutions  (QCS)  LLC.  QCS.  the  largest  ASP  in  the  indus 
formed  in  June  1999  through  a  joint  venture  by  Qwest  Commune 
International  Inc.,  the  Internet  communications  company,  and  KPMG 
leading  professional  services  firm. 

"To  add  value,  the  ASP  must  deliver  absolutely  reliable  service  for  missioi 
applications  and  fit  seamlessly  into  an  organization."  says  Charters.  "Every 
should  aim  to  be  a  turnkey  answer  to  its  challenge."  Charters  adds  that  this  i 
cept  that  QCS  refers  to  as  plug-and-play  for  the  digital  enterprise  —  a  technoi 
runs  so  seamlessly  that  it  is  in  essence  a  utility. 

QCS  customers  have  access  to  a  completely  outsourced  corporate  IT  infras 
that  is  fully  managed,  hosted  and  packaged  with  application  solutions  foi 
ical  business  applications  including  employee  resource  planning,  custon 
ship  management,  sales  force  automation,  human  resources  and  financials. 

By  the  accounts  of  many  analysts,  QCS  offers  customers  the  broadest  sei 
dor  products  in  the  marketplace  today,  a  state-of-the-art  Internet  Protocol  (IF 
band  network,  its  industry-leading  CyberCenters  (hosting  facilities  that  are 
connected  to  the  Qwest  fiber-optic  network)  and  a  skill  base  of  more  than  5C 
fied  applications  specialists. 

QCS'  industry-proven  templates,  created  by  KPMG  Consulting,  are  a  key  con 
of  its  rapid  implementation  services  that  provide  fast  activation  so  custom 
begin  realizing  the  benefits  of  the  solution  almost  immediately.  Access  to  ar 
enced  staff  of  application  experts  with  the  latest  advances  in  technology  gi\ 
tomers  the  ability  to  scale  quickly  while  controlling  costs. 

"An  ASP  has  to  have  the  flexibility  to  meet  all  of  a  company's  needs  . 
management  help  to  building  and  running  everything,"  Charters  says.  "But  no 
how  and  when  you  engage  in  the  business,  one  thing  is  a  must:  The  ser 
be  simple  to  access  and  simple  to  manage.  Again,  the  plug-and-play  capjb 
the  customer  concentrate  on  the  business  at  hand." 
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force.com.  "We  understand  small 
businesses'  need  for  secure,  reliable 
technology  that  is  immediately  avail- 
able, easy  to  use  and  affordable." 

Aspect  eCRM  Portal  Integrates  All 
Points  of  Contact  for  E-businesses 

There  was  a  time,  not  so  long  ago, 
when  business  processes  were  an 
internal  concern.  The  Internet  has 
changed  that.  A  successful  e-business 
must  be  available  to  customers  and 
business  partners  all  day,  every  day, 
allowing  customers  to  place  orders, 
request  support  anytime  from  any- 
where, get  near-immediate  responses 
and  track  the  entire  procedure 
online. 

To  do  all  that,  and 
do  it  better  than  their 
competitors,  companies 
must  enhance  their 
core  business  pro- 
cesses —  from  front- 
end  contact  center 
agents  to  transaction- 
processing  systems  at  the 
back  end.  Customers  expect  robust 
functionality,  such  as  order  tracking, 
streamlined  order  processes  and  self- 
help  capabilities,  whether  they  contact 
a  company  via  the  Web,  telephone,  fax, 
e-mail  or  in  person.  That  makes  busi- 
ness processes  enormously  important. 

"An  effective  eCRM  strategy  requires 
that  companies  integrate  their  eCRM 
resources,  merge  individual  tasks,  and 
make  customer  information  accessible 
during  every  customer  transaction," 
says  David  Puglia,  vice  president  of 
product  marketing  at  Aspect  Commu- 
nications Corporation,  the   leading 


provider  of  customer  relationship  por- 
tals —  a  software  platform  for  building 
and  deploying  eCRM  applications  that 
enable  businesses  to  ensure  consis- 
tent interactions  with  their  customers 
from  one  centrally  managed  e-business 
system.  "That  requires  the  ability  to 
manage  the  entire  customer  experience 
from  start  to  finish,"  says  Puglia.  "It 
means  having  the  ability  to  capture 
every  customer  interaction  no  matter 
how  contact  occurs.  It  means  automat- 
ing an  entire  e-commerce  business 
process  throughout  the  demand  chain. 
When  customers  hit  the  'buy'  button, 
they  aren't  just  buying,  they  are  trigger- 
ing a  series  of  ensuing 
or  concurrent  steps 
performed  by  differ- 
ent business  pro- 
cesses." 

Aspect  calls  this 
overall  encapsula- 
tion of  end-to-end 
business  pro- 


_r 


of  paperwork  and  labor  involved  and 
reducing  the  number  of  errors. 

"eFlows  add  more  value  to  business 
applications  than  traditional  workflow 
by  automating  some  processes  and 
integrating  others  into  a  single,  elec- 
tronically defined  workflow,"  Puglia 
says.  "They  make  far  more  sense  for 
real-time,  mission-critical  applications 
than  workflow  automation,  which  relies 
on  asynchronous  processes  that  are 
not  time-critical  and  are  difficult  to 
debug  and  scale." 

Aspect's  Customer  Relationship 
Portal  allows  companies  to  build  eCRM 
applications  that  integrate  front-  and 
back-office,  e-commerce  and  multime- 
dia contact  centers  into  one  centrally 
managed  e-business  system.  It  pro- 
vides a  consistent  customer  experience 
through  one  central  place  that  connects 
customers  with  the  right  enterprise 
resource,  no  matter  how  the  customer 
contacts  the  business. 

"The  Aspect  Portal  is  the  only  truly 


_  /e  eCRM  strategy  requires  that  cc 
panies  integrate  their  eCRM  resources,  merge  indi- 
vidual tasks,  and  make  customer  information  acces 
sible  during  every  transaction."  David  Puglia,  Vice 
President,  Product  Marketing,  Aspect  Communications 


cesses  "eFlows,"  which  provide  real- 
time information  for  time-critical  cus- 
tomer interactions  and  capture  the 
business  logic  in  one  central  reposito- 
ry. Automated  eFlows  reduce  complex 
processes  to  a  few  simple  and  re- 
usable steps,  thus  cutting  the  amount 


integrated  eCRM  solution  optimized  for 
e-business  available  today,"  says  Beat- 
riz  Infante,  president  and  CEO  of  Aspect 
Communications.  "Only  Aspect  is  deliv- 
ering today  what  other  vendors  are 
promising  in  the  future.  Market  accep- 
tance of  Aspect  solutions  across  a  1 
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broad  range  of  industries  around  the 
globe  demonstrates  our  success  in 
helping  customers  build  and  implement 
their  eCRM  strategy." 

AMS  Helps  Major  Telco  Enhance 
Customer  Experience,  Improve 
Productivity  and  Increase  Sales 

Eighteen  months  ago,  executives  at  a 
major  broadband  and  communications 
service  provider  began  looking  around 
for  ways  to  improve  customer  service 
and  take  advantage  of  the  cost-effi- 
ciencies offered  by  new  customer  rela- 
tionship management  technologies.  In 
the  summer  of  1999,  they  quickly  dis- 
covered that  there  were  about  60  dif- 
ferent e-business  initiatives  under  way 
across  the  organization.  Those  initia- 
tives, which  amounted  to  more  than 
$35  million  in  1999  (and  more  than 
$60  million  in  2000),  were  being  driven 
by  seven  different  development  groups, 
were  geographically  dispersed  and 
lacked  any  consistent  communications 
or  reporting  infrastructure  across  the 
groups. 

The  vice  president  of  e-business 
stated,  "We  realized  that  in  order  to 
meet  our  goal  to  be  a  world-class  global 
solutions  provider,  we  needed  to  take  a 
more  disciplined  and  coordinated  pro- 
ject management  approach  to  planning 
and  implementation  of  the  critical  appli- 
cations through  which  we  interact  with 
customers." 

For  assistance,  the  vice  president  on 
the  business  side  and  his  development 
partners  in  Information  Technologies 
turned  to  American  Management  Sys- 
tems (AMS),  an  international  business 
and  technology  consulting  firm  with 


vast  experience  in  the  telecommunica- 
tions and  e-business  areas.  AMS 
established  an  e-business  Program 
Management  Office  (ePMO)  that  coor- 
dinates all  related  e-business  activities 
such  as  planning,  dependency  man- 
agement, status  reporting,  require- 
ments tracking,  change  management, 
customer  acceptance  testing,  metrics 
and  implementation.  To  maximize  the 
number  of  e-business  initiatives  to  be 
accomplished,  AMS  established  critical 
management  processes.  AMS  has 
directly  aided  in  the  implementation  of 
high-impact  customer  self-help  capabil- 
ities —  using  both  the  Web  and  inter- 
active voice  response  (IVR)  —  to 
improve  customer  satisfaction, 
increase  revenue  and  reduce  overhead. 
Customers  can  choose  from  a  vari- 


ety of  interaction  options:  traditiona 
phone-to-phone,  automated  voice  (IVR 
or  the  Web.  Customers  are  using  IVR  tc 
pay  their  bills  and  check  account  bal 
ances.  They  are  turning  to  the  Web  tc 
determine  whether  their  lines  are  DSL 
ready  —  and  then  initiating  an  order 
They  are  accessing  the  same,  integrat 
ed  system  for  payment  by  credit  care 
via  Web,  IVR  or  call  center.  The  results 
are  impressive:  From  April  1999  to  April 
2000,  self-care  via  IVR  is  up  375%. 
online  orders  have  increased  by  480% 
and  billing  has  increased  by  345%. 

Success  of  the  e-business  initiatives 
is  measured  beyond  customer  trans- 
action rates.  A  metrics  team,  which 
included  AMS  staff,  had  developed  a 
central  repository  of  key  measures  to 
assess  the  impact  of  this  and  other 
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e-business  initiatives.  Using  key  per- 
formance indicators,  the  telecommuni- 
cations company  is  able  to  measure 
performance  against  business  case 
benefits,  customer  adoption  rates  for 
self-serve  capabilities,  customer  satis- 
faction and  preferences,  responsive- 
ness to  customer  e-mail  communica- 
tions, effectiveness  of  promotions,  and 
impact  of  eChannel  design  changes. 

"The  AMS-run  project  management 
office  is  the  critical  link  between  appli- 
cation development  and  our  business 
requirements,"  says  the  client.  "They 
monitor  progress  in  development;  they 
help  us  refine  our  business  require- 
ments and  the  scope  of  our  develop- 
ment cycle;  they  are  part  of  our  metric- 
gathering  team;  and  they  help  us  in 
drawing  the  very  important  feedback 
loop  to  make  sure  we  are  targeting 
areas  that  are  important  to  customers." 

Onyx  Joins  Bricks  and  Clicks  for 
ByeByeNOW.com 

ByeByeNOW.com  describes  itself  as  a 
clicks-to-bricks  vacation  travel  company 
and,  for  once,  the  description  is  dead 
on  target.  Founded  in  1999.  the  com- 
pany employs  a  unique  model  of  distri- 
bution and  customer  service  infra- 
structure that  combines  real-world  and 
virtual  sales  points  into  a  complete 
leisure  travel  solution  for  consumers 
and  travel  agents. 

"We  offer  our  customers  three  ways 
to  purchase  vacation  travel,"  says  Alys 
Daly,  vice  president,  corporate  com- 
munications, ByeByeNOW.com.  "The 
first  way  is  through  our  Web  site, 
which  is  rich  in  multimedia  content  so 
that  customers  can  get  a  good  feel 


for  a  vacation  destination  before  they 
book  their  travel;  second,  a  24-hour 
call  center;  and  finally,  through  a  net- 
work of  franchised  travel  stores  that 
are  being  re-branded  ByeByeNOW.com 
Travel  Stores." 

To  create  a  customer  service  infra- 
structure in  which  Web  shoppers  can, 
if  they  choose,  be  instantly  connected 
to  a  live  travel  agent  in  their  own  geo- 
graphic area,  ByeByeNOW.com  turned 
to  Onyx  Software  Corporation,  a  lead- 


the  firm's  central  server  as  a  resource 
for  all  of  its  franchisees,  which  it 
expects  to  number  550  by  year's  end. 
However,  the  system  has  been  cus- 
tomized to  allow  each  travel  agency  to 
maintain  its  own  database  that  is  not 
accessible  to  other  agents,  providing  an 
element  of  competitive  advantage. 

"We  looked  at  just  about  all  of  the 
CRM  software  vendors,"  says  Pete  Ncr> 
letti,  CEO,  ByeByeNOW.com.  "It  really 
kept  me  up  at  night  because  I  knew  this 


"Customers  expect  businesses  to  know  ar 
understand  them,  regardless  of  which  chanr 
they  choose  to  interact  through." 
Brent  Frei,  President  and  CEO,  Onyx  Software 


ing  provider  of  customer-centric  e- 
business  software  solutions  based  in 
Bellevue.  Wash.  Onyx  builds  software 
that  allows  companies  to  manage 
their  customers  and  key  business 
relationships  through  their  marketing 
sales  and  service  organizations,  both 
from  a  traditional  perspective  via 
phone,  face-to-face  contact,  fax,  etc., 
and  on  the  Internet  —  a  process  it 
calls  "customer-centric  e-business." 

"The  Internet  added  choices  for  cus- 
tomers and  raised  the  bar  for  busi- 
nesses." says  Brent  Frei,  president  and 
CEO  of  Onyx  Software.  "Customers 
expect  businesses  to  know  and  under- 
stand them,  regardless  of  which  chan- 
nel they  choose  to  interact  through." 

ByeByeNOW.com  basically  functions 
as  a  franchise  management  organiza- 
tion. Onyx's  CRM  software  is  hosted  on 


was  a  make-or-break  core  application 
that  everything  had  to  integrate  to  and 
with.  Picking  an  architecture,  a  partner, 
a  team  that  understood  our  needs  and 
could  fulfill  them  quickly  was  really  criti- 
cal to  the  success  of  our  business.  We 
made  the  right  choice.  Onyx  has  turned 
out  to  be  the  perfect  solution." 

In  its  six-year  history,  Onyx  has  devel- 
oped into  a  leading  supplier  of  enter- 
prise-wide, customer-centric  e-business 
applications  that  connect  and  power  a 
company's  entire  e-business  world, 
including  customers,  partners  and 
sales,  marketing,  service  and  call 
center  functions. 

"Everywhere  now  we  see  companies 
racing  to  achieve  a  competitive  advan- 
tage by  combining  e-business  and  busi- 
ness in  new  ways  that  serve  their  cus- 
tomers best,"  says  Frei.  "Onyx  is  helping 


— 


The  good  news: 

The  Unemployment  Rate  is  Only  3. 


■ 


*# 


The  bad  news: 


How  are  vou  £oin£  to  hire  his  holic 


Don  t  worry.  Talistia  Outsourcing  has  eCSRs  ar  work  24x7  all  year  long. 


-- 


--.  -.■ 


TALI  SMA 

T\  lciiii«*i|ii    i  ■  mi  n  in  i  ■! 


£-•  - 


\    -■      :    .      -  ,  L 


hundreds  of  leading  companies  like  Bye- 
ByeNOW.com  by  bringing  the  bricks-and- 
clicks  sides  of  their  enterprise  together 
in  the  most  powerful  way." 

Remedy  Delivers  Efficiency,  Scale 
To  Dallas  Social  Service  Agency 

AIDS  Arms  was  established  in  Dallas 
in  1990  to  help  people  living  with  HIV 
and  AIDS  obtain  effective  access  to 
counseling,  advocacy  and  education, 
and  to  assist  with  long-range  planning 
and  problem-solving.  Its  client  services 
staff  of  27  people  travels  throughout 
an  eight-county  area  in  North  Texas  to 
serve  clients  wherever  they  may  be  — 
from  area  hospitals  and  clinics  to 
cooperating  social  service  organiza- 
tions or  clients'  homes.  To  date,  it  has 
served  over  5,600  clients. 

The  client  services  staff  works  with 
clients  to  develop  and  follow  through 
with  a  care  plan  that  links  each 
person  with  services  specific  to  his  or 
her  needs  —  a  process  that  involves 
maintaining  a  close  relationship  with 
clients  and  their  families,  and  helping 
them  adapt  to  their  changing  needs. 
The  services  are  provided  at  no 
charge  to  the  client,  which  reduces 
the  obstacles  for  care  and  increases 
community-wide  partnership  among 
service  providers. 

Before  1996,  all  client  records  were 
paper-based,  with  only  a  few  elements 
of  agency  administration  computerized. 
While  AIDS  Arms  created  a  database 
system  to  facilitate  the  collection  and 
management  of  information,  it  found 
that  the  system  was  not  sufficient.  Pro- 
gram funders'  data  requirements  and 
need  for  measurable  results  were 


increasing  at  an  alarming  rate,  and  the 
number  of  clients  requesting  services 
was  also  growing  rapidly,  making  the 
system  impossible  to  manage. 

It  became  clear  the  agency  needed 
a  more  advanced  method  of  collect- 
ing and  managing  the  huge  volume  of 
data  generated.  With  only  one  dedi- 
cated Information  Systems  support 
staff  member,  AIDS  Arms  needed  a 
solution  that  was  scalable  and  adapt- 
able, and  that  required  minimal 
administration  and  maintenance.  The 
agency  began  searching  for  a  product 
that  would  adapt  to  its  needs  and 
would  easily  grow  as  client  volume 
and  service  tracking  requirements 
continued  to  expand. 

"We  had  to  have  an  affordable,  flex- 
ible system  that  could  continue  to 
grow  with  us  and  make  the  best  use 
of  our  limited  resources  —  of  both 
dollars  and  personnel,"  says  Ginger 
Wiggins,  Information  Systems  man- 
ager for  AIDS  Arms. 

The  agency  chose  Remedy's  Cus- 
tomer Relationship  Management  for  its 
quick  deployment  and  easy  adaptabil- 
ity. Remedy  was  the  only  vendor  that 
committed  to  a  fixed  price  and  fixed 
implementation  schedule.  In  just  three 
days  on-site,  Remedy's  Customer  Rela- 
tionship Management  was  configured 
with  AIDS  Arms'  specific  requirements. 
Over  400  field  changes  and  business 
rules  were  quickly  created  to  manage 
clients,  vendors  and  services. 

Implementing  Remedy's  Customer 
Relationship  Management  Solutions 
has  made  AIDS  Arms  more  efficient 
in  serving  its  clients  and  grantors. 
The  information  needed  to  manage  a 


client's  care  is  available  quickly  and 
easily  to  anyone  within  the  organiza- 
tion who  needs  it.  Summary  informa- 
tion about  caseloads  or  other 
management  needs  are,  likewise, 
available  at  any  time. 

"Remedy  is  the  right  answer  for  our 
needs.  With  over  263,000  records  to 
date  in  the  Service  Request  Database 
alone,  the  product  has  proven  it  has 
the  ability  to  grow  with  the  agency  and 
to  be  adapted  as  our  needs  change," 
says  Wiggins.  ■ 


This  section  was  produced  and  written 
by  Jerry  Bowles,  who  has  more  than  30 
years  of  experience  as  a  writer,  editor 
and  corporate  communications  director 
specializing  in  technology,  supply  chain, 
e-commerce  and  customer  issues.  For 
information  about  the  rest  of  the 
Forbes  2000  e-business  series,  con- 
tact Jerry  atjbowles@bellatlantic.net 
or  212-582-3791. 

\  Services: 

"  ASPs,  Web-Enabled  Services 
Transform  Business  Processes 

Issue  Date:  November  13, 2000 
Closing  Date:  August  28,  2000 

[■Commerce: 
Building  the  Anywhere/ 
Anytime  Internet 

Issue  Date:  December  11,  2000 
Closing  Date:  September  25, 2000 

■Storage: 
Protecting  Your  Data 
In  a  Networked  World 

Issue  Date:  December  25.  2000 
Closing  Date:  October  9,  2000 


"SALESF0RCE.COM  HAD  US  UP  AND  RUNNING  WITH  AN 
ONLINE  SALES  FORCE  AUTOMATION  SOLUTION  IN  LESS 
THAN  TWO  WEEKS.  FOUR  OFFICES,  FROM  NEW  YORK 
TO  SAN  FRANCISCO,  ALL  SHARING  THE  SAME  CUSTOMER 
INFORMATION,  AND  WE  DID  IT  WITHOUT  SOFTWARE, 
HARDWARE,  OR  HIRING  ANYONE."   MMMH 

Chairman  and  CEO,  WR  Hambrecht  +  Co 
Co-Founder,  Hambrecht  &  Quist 


salesforce.com 

Point.  Click.  Close. 


To  see  how  we  cm  do  the  same  lor  you.  ,«o  to  www.salesforce.com  or  call  1-800-NO  SOFTWARE. 
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"This  market 
needs  some  analyzing." 


"Dramatic  sell-offs  always  cause  uncertainty. 
But  when  you  analyze  it,  this  market  doesn't  have  any 
deep  conflicts.  Just  look  at  the  fundamentals.  Our 
economy's  strong.  Things  are  rebounding  globally.  And 
investors  still  hunger  for  equity  opportunity. 

"The  reason?  Smart  businesses  continue  to 
evolve  .nid  re-create  themselves.  And  they'll  be 
positioned  to  profit  from  the  strong  domestic  and 
international  economies." 


Kemper 


Dr.  Bob  FYoehlich.Vice  Chairman.  Global  Strategist 
Kemper  FUnds  Group" 


KGGAX  (as  of  6/30/00) 

Past  performance  is  no  guarantee 
of  future  results. 


38.86%    26.03%    2769% 

One  Three  Life  of  Fund 


Maybe  you  should  seek  professional  he 
Talk  to  your  financial  representative  abo 
long-term  thinking  behind  every  Kemper 
And  visit  us  at  www.kemper.com  for 
market  commentaries  written  by  Bob 

1-800-KEMPER5 
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*    KEMPER  ELK 

Long-term  investing  in  a  short-term  ' 

The  opinions  and  forecasts  expressed  are  those  of  Bob  Froehlich  as  of  7/00  and  may  not  actually  come  to  pass.  This  information  is  sub|t 
to  change  at  any  time,  based  on  market  and  other  conditions,  and  should  not  be  construed  as  a  recommendation  of  any  specific  securit 

Adjusted  average  annual  total  returns  as  of  6/30700  Investment  returns  and  principal  value  will  fluctuate,  so  shares,  when  redeemed,  ma 
worth  more  or  less  than  original  cost.  Adjusted  average  annual  total  returns  as  of  6/30/00  include  the  maximum  sales  charge  of  5.75%  f 
Class  A  shares  The  returns  measure  net  investment  income  and  capital  gain  or  loss  from  portfolio  investments  assuming  reinvestment 
dividends  Different  classes  of  shares  are  offered,  and  their  performance  will  vary  because  of  differences  in  loads  and  fees  paid  by 
shareholders  investing  in  different  classes.  Due  to  market  volatility,  the  fund's  recent  performance  may  be  less  than  shown. 

Call  the  number  above  for  a  prospectus  containing  more  complete  information,  including  management  fees  and  expenses.  Please  read 
carefully  before  you  invest  or  send  money 

'A  Business  Unit  of  Scudder  Kemper  Investments  Ire 

0  Kemper  Distributors,  Inc.  110896b  (8/21/00) 
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2000  ft 

The  market's  slide  in  the  spring  serves  as  a 
vivid  reminder  that  what  goes  up  can  come 
down.  That's  why,  in  the  tables  that  begin  on 
page  232,  we  rate  funds  separately  for  bull-  and 
bear-market  performance.  Our  survey  also  in- 
cludes an  Honor  Roll  of  steady  performers  on 
page  196,  Best  Buys  rankings  of  efficient  per- 
formers rx^dnning  on  page  207,  and  a  look  in- 
side the  biggest  fund  company  on  page  186. 
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Ned  Johnson  used  to  sell  performance.  Now 
he  sells  service.  Do  you  miss  the  old  Fidelity? 
It  depends  on  who  you  are.       by  jack  egan 


Ha 


Lost  Its 


ERFORMANCE  MADE  Fi- 
delity Investments  famous. 
In  the  1950s  the  Fidelity 
Fund  had  growth  stocks 
when  individual  investors 
were  more  likely  to  go  into 
bonds  or  utility  stocks.  In 
the  go-go  era  of  the  1960s  it  had  its 
gunslingers.  In  the  1970s  and  1980s  it 
had  Peter  Lynch. 

What  does  this  Boston  giant  have  for 
sale  now?  Service.  It  has  800  numbers 
that  answer  in  seconds,  software  that 
tracks  complicated  accounts,  401  (k)  ex- 
pertise that  makes  it  the  first  choice  of 
corporate  benefit  departments,  online 
trading  and  automated  account  han- 
dling about  as  good  as  anything  out 
there.  At  any  given  moment  Fidelity  has 
a  few  hot  funds —  I  : id  it  not,  with 

a  stable  of  290 — I  tnance  is  not 

what  defines  I 


Sizzle  t 


Do  you  wish  you  had  the  old  Fi- 
delity back?  It  depends  on  what  you 
want  in  a  money  manager.  If  you  are 
looking  for  respectable  results  at  fairly 
low  cost,  this  is  the  place  to  be.  Fidelity 
ties  with  Vanguard  for  the  most  entries 
on  the  Forbes  U.S.  equities  Best  Buys 
list  (see  p.  207).  If  you  want  the  conve- 
nience of  a  fund  supermarket  or  a  debit 
card  or  an  online  broker,  Fidelity  is  a 
fine  choice.  But  if  you  want  another 
Lynch — who  averaged  a  29%  return, 
double  the  market's,  over  the  1 3  years 
he  ran  Magellan — you  will  be  hard- 
pressed  to  find  him. 

This  is  an  inevitable  consequence  of 
Fidelity's  success.  The  nation's  largest 
money  manager  has  $1  trillion  of  in- 


vestor assets.  Since  Lynch  retired  fra 
managing  it,  Fidelity's  flagship  Magi 
Ian  Fund  has  grown  eightfold  to  Sl(j 
billion  in  assets,  spread  among  . 
stocks.  A  massive  portfolio  like  this  i 
would  find  beating  the  market  by 
points  impossible.  Because  it  pn 
much  is  the  market.  The  fund's 
squared  is  0.95,  which  means  that  9 
of  its  month-to-month  fluctuati 
track  those  of  the  S&P  500.  A  billii 
dollar  move  in  a  stock  position  wo 
be  necessary  just  to  show  up  on  d 
Magellan  performance  screen. 

It  isn't  just  the  shortage  of  billi< 
dollar  growth  stocks  that  changed  B 
delity.  It  is  the  unwillingness,  at  an  inslj 
tution  of  28,000  employees  and  lq 
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FIDELITY 


million  customers,  to  go  too  far  out  on 
the  risk  curve. 

Jeffrey  Vinik,  the  closest  thing  to  a  go- 
go  manager  that  Magellan  has  seen  in  the 
post-Lynch  era,  dared  to  make  a  big 
move  into  bonds  in  early  1996,  causing 
performance  to  fall  behind  the  bull  mar- 
ket for  a  spell.  He  also  got  into  trouble 
with  the  Securities  &  Exchange  Com- 
mission for  talking  about  specific  stocks 
in  a  magazine  interview.  As  we  explained 
in  our  last  fund  survey  (FORBES,  Feb.  7), 
Vinik's  considerable  talents  did  not  fit  in 
well  at  the  new  Fidelity  and  he  retreated 
to  the  anonymity  and  smaller  portfolio 
of  a  private  hedge  fund. 


The  current  manager  of  Magellan's 
middle-of-the-road  portfolio  is  Robert 
Stansky,  45,  who  previously  managed 
Growth  Company  Fund  for  nine  years. 
You  can  admire  Stansky  for  beating  the 
market  by  3  points  last  year  with  bets 
on  telecom,  computers  and  biotech.  His 
big  score,  though,  was  beating  the  S&P's 
three-year  average  gain  at  year-end 
1999.  While  he  did  it  by  less  than  a  per- 
centage point,  that  feat  allowed  Fidelity 
to  reap  several  hundred  million  extra  in 
management  fees.  Okay.  But  could  he 
outdo  the  S&P  by  14  points  for  years 
running?  Almost  unthinkable. 

What  is  true  of  Magellan  is  also  true 


of  Fidelity's  other  well-known  y 
funds,  Contrafund  and  Equity  Inon 
They  have  high  R-squareds.  They  n 
underperform  dramatically.  They  r< 
touch  the  stars,  either. 

"It  was  once  nice  to  be  perceivflj 
the  gunslinger  of  the  Old  West  wh*i 
came  to  performance,  but  that's] 
what  Fidelity  is  anymore,"  declare* 
Nachmany,  an  analyst  with  Strategih 
sight,  a  mutual  fund  research  tm 
"While  they  try  to  do  well,  theyk 
want  to  avoid  making  big  mistakes 

For  the  record,  Fidelity's  muu 
fund  honcho,  Robert  Pozen,  insists^ 
size  is  independent  of  performance* 


PAST  PERFORMANCE 


Fidelity's  Go-Go  Gallery 


Peter  Lynch 


Magellan,  named  after  the  16th- 
century  explorer,  sailed  to  the 
edge  of  the  map  when  Lynch  was 
at  the  helm.  In  his  best  year, 
1980,  he  smoked  the  S&P  500 
with  a  70%  return.  Investors 
rushed  in,  and  the  Magellan  fund 
ballooned.  Lynch  loved  consumer  issues  and  investors  could 
easily  identify  with  his  seat-of-the-pants  approach  to  stock 
picking.  He  once  bought  stock  in  a  panty  hose  company  after 
noticing  his  wife  buying  the  products  by  the  dozen.  Retired 
from  portfolio  management  in  1990. 


Beth  Terrana 


■f-  -▼  For  15  years  until  June  2000, 

*'^^^_  when  she  took  a  Fidelity  admin- 

'^\^  istrative  post,  Terrana  was  one  of 

Fidelity's  best  stock  pickers.  She 

had  an  uncanny  ability  to  spot  a 

turnaround,  leading  the  Fidelity 

^^■^■^^^  Growth  &  Income  fund  to  17.3% 

annualized  returns  between  1985  and  1990. 


Gerald  Tsai 


Tsai  was  not  yet  30  when  he 
started  Fidelity's  first  aggressive 
^£^^  growth  fund  in  1958.  The  brash 

JC^£*2  Tsai  shocked  the  financial  world 

*H    A^fe^H  Ifc    'Dy  concen,raTmg  holdings  in  a 

M    tt^   I  small  group  of  stocks.  In  1965  his 

^^^^  ^^™    Fidelity  Capital  fund  delivered  a 

50%  return.  He  left  to  start  the  Manhattan  Fund,  which  had  a 

spurt  of  success  before  go  ?o  stocks  collapsed. 


Jeffrey  Vinik 

Vinik  made  huge  industry 
short  notice  and  reversed  cour 
a  matter  of  days.  For  most  of  hi) 
years  at  Fidelity  that  worked: 
eraged  17%  annual  returns, 
the  S&P  had  16%.  But  his  da 
style  crashed  in  1996,  with  Ma 
trailing  the  S&P  by  seven  points.  As  the  critics  howled, 
battled  Vinik  left  to  start  a  successful  hedge  fund. 

Robert  Beckwitt 

His  Fidelity  Asset  Manager  1 
soared  from  1988  through  I9E 
one  point  even  outselling  Ma 
He  had  impressive  results  (16 
nually,  versus  14.5%  for  the  i 
betting  on  everything  from  cati 
tures  to  Latin  American  govemn 
bonds.  One  day  a  devaluation  in  Mexico,  where  he  had  15%  < 
fund's  assets,  wrecked  his  performance.  He  left  in  1996 ; 
now  a  managing  director  at  Goldman  Sachs. 


George  Vanderheiden 


Fidelity's  longest-running 
manager,  Vanderheiden  lee 
Destiny  I  to  a  19%  annualize 
turn,  2.5  points  ahead  of  the  i 
ket,  from  1980  until  his  retiren 
in  January.  Most  impressive 
did  this  with  a  conservative  J 
proach.  Vanderheiden's  misstep:  In  a  defensive  move  in  I 
he  loaded  up  on  bonds  as  tech  stocks  soared. 

—By  Josephine  I 
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Because  all  it  takes  is  a  few  you  really  believe  in 
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TRODUCING  THE  VAN   KAMPEN   SELECT  GROWTH   FUND 


may  helpjou  appreciate  txue  wealth    i 

r  a  est  fund  focuses  on  a  smaller  number  of  specifically  chosen  growth  stocks  and  other  equities.  Suck  m 
be  investment  strategy,  vchile  presenting  greater  risk,  may  also  offer 
\mtnd  is  right  forjou.  call  jour  financial  advisor  or  1-800-J12-3450-  OrmAwm 
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whether  managing  funds  is 
harck;  as  they  get  bigger,  and  he  pauses, 
rent,"  he  says.  Note  that  Pozen 
did  not  get  his  job  by  turning  in  a  daz- 
zling performance  record.  He  is  by 
training  a  securities  lawyer. 

"We  believe  that  if  you  deliver  con- 
sistently good  performance  over  time, 


Mutui 
chicft 
Pozcn 


backg. 


year  after  year,  you  don't  always  have  to 
be  at  the  top  of  the  performance  list,' 
says  Robert  Reynolds,  fidelity's  new 
«  hid  operating  officer.  Heresy  within 
Fidelity's  walls  a  decade  ago,  that  senti- 
ment is  orthodoxy  now. 

Hotshot  performers  can  still  be 
found.  <  Hci  the  past  Gve  years  Fidelity's 
Sek\l  Software  &  Computer  Services 
and  its  Aggressive  (irowth  funds  have 
e.u  li  beaten  then  benchmarks  by  at  least 
ten  points  .1  year.  I'm  tins  is  not  the  Fi- 
>lelitvtlui  most  people  see,  especially  in 
their  401  (k)  accounts,  (fidelity  runs  a 
third  ol  the  nation's  employer-spon 
sored  savings.)  Fidelity's  ten  biggest 
funds  hold  40%  ol  its  investors'  money. 

You're  better  oil  in  the  small  funds, 
says  Kunal  Kapoor,  analyst  at  research 
service  Morningstar.  At  leasl  during  a 
hull  market.  Fidelity's  five  diversified 
stock  funds  with  the  large  asof 

[line  1995  have  since  averaged  a  20% 
i.  lie  notes;  the  five  smallest  did 
better  by  live  points  ,i  year, 

ween  tiny  speculative  funds  .it 
one  end  of  the  spectrum  and  closet 
index  fun  Is  at  the  other,  fidelity  has  a 
lol  to  otter.  And  at  any  ju     i<  moment 

som<  ot  these  are  doing  w  ingto 


draw  in  new  fund  assets  to  the  firm. 
( Several  of  Fidelity's  best-known  funds, 
including  Magellan,  are  closed  to  new 
investors.)  Here  is  where  some  of  the 
current  action  is: 

■  Medium-size  growth  stocks  have 
largely  outperformed  their  big-cap 
brethren  this  year.  The  S4.7  billion  Fi- 
delity Mid-Cap  Stock  fund 
was  up  a  strong  23%  in 
2000's  first  half,  following  a 
scorching  40%  increase  in 
1999.  Portfolio  manager 
David  Felman,  who  took 
over  Mid-Cap  in  1999  after 
running  the  Fidelity  Con- 
vertible Securities  fund  for 
two  years,  has  put  big  bets 
on  cellular  outfit  Nextel  and 

1  cutting-edge  utility  Calpine. 
■  Fidelity  Convertible  Secu- 
rities is  more  of  a  growth 
fund  than  the  bland 
stock/bond  blend  you  would 
expect.  Its  partiality  to  high-tech  firms 
like  Vitesse  Semiconductor  and  com- 
munications-equipment supplier  Corn- 
verse  led  it  to  a  44%  return  in  1999  and 
another  1 3%  through  the  first  half. 

■  Fidelity  Asset  Manager:  Aggressive, 
has  had  a  good  run  recently.  The  fund 
gained  14%  in  its  first  three  months  of 
existence  last  year.  A  shift  in  weighting 
between  energy  and  tech  gave  it  a  28% 
increase  in  2000's  first  six  months.  It 
also  has  20%  of  its  assets  in  fixed  in- 
come securities. 

■  Small  Cap  Stock,  which  aims  for 
companies  with  market  caps  like  those 
ol  the  Russell  2000's,  debuted  in  March 
1998.  Portfolio  manager  Paul  Antico 
invests  in  200  small  companies  that  run 
the  gamut  of  growth  sectors.  Small  Cap 
is  up  16%  through  midyear,  on  top  of  a 
42%  gain  in  1999. 

■  An  exception  to  the  rule  that  Fi- 
delity's monster  funds  are  cautious  is 
Stansky's  previous  berth:  Growth 
(  Company,  a  portrait  in  nimbleness 
with  more  than  $33  billion  in  assets.  It 
surged  79%  last  year  and  grew  9%  in 
the  first  half  of  2000.  Small  wonder 
I  irowth  (  ompany  is  the  second-best  - 
selling  mutual  fund  this  year,  after 


Janus  Worldwide.  Portfolio  manafl 
Steven  Wymer,  at  the  helm  since  e 
1997,  has  done  well  with  the  likes 
BEA  Systems,  which  makes  e-cssj 
merce  software,  and  specialty  pharm 
ceutical  maker  Sepracor. 

If  you  want  growth,  perhaps  tr 
best  choice  of  all  would  be  to  ow 


not  a  Fidelity  fund  but  shares  in  F 
delity.  You  can't.  Privately  held 
Corp.,  the  holding  company  for 
fund  operator,  is  a  family  a 
Chairman  Edward  C.  Johnson 
owns  12%  of  the  stock  and  dau 
Abigail  another  24%.  The  rest  is 
among  various  other  Johnson  rela 
and  top-level  Fidelity  employees, 
are  treated  like  family  in  this  pa 
nalistic  climate. 

If  Fidelity  were  public,  its  res 
would  surely  tempt  Wall  Street, 
company  clocked  $1 .2  billion  in  net  in 
come  on  $5.8  billion  of  revenue  for  thi 
year's  first  half.  That  outdoes  the  sho 
ing  for  all  of  1999  ($1  billion  on  $8.4 
billion). 

Sheer  size  lets  Fidelity  do  well  in  tha 
choppy  market.  Fidelity  is  everywhere 
there's  an  investment  dollar  to  b« 
made.  The  company  peddles  individual 
stocks  online  through  its  PowerStreet| 
runs  a  trust  business,  sells  life  insur-J 
ance,  offers  a  fund  supermarket  thai" 
copycats  Charles  Schwab's  OneSource] 
and  puts  its  own  cash  into  venture  cap-i 
ital  plays  and  real  estate.  In  customed 
accounts  PowerStreet's  4.5  million, 
count  beats  out  Schwab  &  Co.  with  3.fl 
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million,  although  Schwab  leads  in  cus- 
tomer assets — $418  billion  to  $326  bil- 
lion. Ned  Johnson  has  poured  billions 
into  technology  and  it  shows.  You  can 
submit  a  PowerStreet  buy  order  sec- 
onds before  the  market  closes  and  get  it 
executed. 

If  there  is  one  place  where  Fidelity  is 
losing  ground  it  is  in  exciting  the  in- 
vesting public.  At  the  moment  Janus, 
making  a  much  bigger  bet  on  high-fly- 
ing tech  stocks,  is  the  hotter  fund  fam- 
ily. From  January  through  May  Fidelity 
funds  took  in  $4.4  billion  in  net  new 
money,  down  from  $13.1  billion  for  the 


year-ago  period;  Janus  doubled  its  in- 
flow to  $33.5  billion.  In  a  prolonged 
bear  market,  though,  Fidelity's  assets 
would  hold  up  better. 

Janus,  like  Schwab  and  Franklin 
Resources,  has  another  advantage  over 
Fidelity:  a  publicly  traded  stock  that 
can  be  used  to  make  acquisitions.  (The 
Janus  parent  company,  which  has  just 
gone  public,  is  called  Stilwell  Finan- 
cial.) Fidelity's  efforts  to  export  its 
brand  to  Japan  and  Germany  have 
been  disappointing  thus  far,  and  if  it 
wants  to  make  inroads  abroad  it  will 
require  an  immense  financial  commit- 


ment. "Ultimately  if  Fidelity  re 
wants  to  be  a  global  player,  they'li 
ther  be  acquired,  or  need  to  find  < 
partner,"  says  Burton  Greenwald,  1 
of  mutual  fund  industry  adviser 
Greenwald  Associates  in  Philadelp 
"Otherwise  their  growth  rate  can'l 
sustained." 

Going  public  would  be  a  mor 
tous  change  for  this  organization, 
that  is  not  out  of  the  realm  of  possil 
ity.  Fidelity  has  changed  immens 
since  Peter  Lynch  started  picking  stc 
for  Magellan,  and  the  financial : 
industry  is  scarcely  standing  still. 


THE  JOHNSON  COURT 


The  inner  WOrkingS  of  Ned  Johnson's  closely 
held  Fidelity  are  the  subject  of  much  Kremlinology. 
Johnson  himself,  rarely  visible  to  the  outside  world, 
isn't  giving  any  clues.  You  won't  see  him  spouting  off 
before  CNBC  cameras  or  holding  investment  seminars 
enthralled.  In  his  home  city  of  Boston  the  enormously 
wealthy  Johnson  is  invisible.  While  the  Johnson  fam- 
ily is  philanthropic,  there  is,  for  instance,  no  Edward 
C.  Johnson  III  Center  at  Harvard,  his  alma  mater. 

The  biggest  question  about  Fidelity  is  who  will  run 
the  place  when  the  70-year-old  Johnson  steps  down 
as  chairman— a  date  that,  typically,  also  is  unknown. 
He  has  held  the  post  since  1977,  assuming  it  from  his 
father,  who  bought  Fidelity  in  1946.  Neds  daughter 
Abigail,  38,  is  the  heir  presumptive.  Just  as  her  dad 
did,  she  had  a  good  run  as  a  fund  manager  (Ned:  Fi- 
delity Magellan  in  the  1960s;  Abby:  Fidelity  Dividend 
Growth  in  the  1990s).  And  like  him,  she  has  an  unpre- 
tentious manner.  Sitting  in  her  corner  office,  sur- 
rounded by  photos  of  her  two  young  children,  she 
sounds  more  like  a  soccer  mom  than  someone  about 
to  oversee  $1  trillion. 

While  Abby  isn't  disclosing  her  intentions,  the  top 
job  is  hers  if  she  wants  it.  "Ned  has  said  it's  her  choice,"  says 
Robert  Reynolds,  the  new  chief  operating  officer.  A  June  man- 
agement shuffle  at  Fidelity  left  the  president's  job  open,  and 
Fidelity  watchers  are  wondering  if  and  when  Abby  will  take  it, 
moving  her  closer  to  the  throne. 

Another  question  seems  answered:  Who  will  emerge  as 
the  top  lieutenant  at  Fidelity,  a  job  that  has  been  James  Cur- 
vey's  for  the  past  three  years  as  chief  operating  officer? 

A  troika  of  Johnson  family  retainers— Reynolds,  Curvey 
and  Robert  Pozen,  a  Fidelity  in-house  lawyer  who  became  mu- 
tual fund  chief  in  1997— sit  just  under  Ned  Johnson.  In  the 
June  shuffle  Reynolds  gained  power,  and  Curvey  lost  a  little 
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ground.  Reynolds,  48,  had  been  head  of  the  extremely  si 
cessful  401  (k)  operation  and  currently  oversees  the  strate 
cally  important  PowerStreet  online  brokerage  as  well.  Now 
holds  the  deciding  vote  in  the  troika. 

The  professorial  Pozen,  53,  says  his  duties  remain  t 
same.  "The  vice  chairman  title's  just  a  pat  on  the  back," 
says.  Pozen  is  Abby  Johnson's  boss. 

Amid  speculation  he  might  retire,  Curvey,  65,  moved  ba 
to  his  previous  job:  running  Fidelity's  enormous,  though  large 
unpublicized,  venture  capital  unit.  Some  estimate  that's  wor 
$25  billion,  more  than  the  rest  of  Fidelity.  He's  relinquish 
both  the  president  and  chief  operating  officer  titles.        -* 
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STEADY  PERFORMERS 


The  Honor  Roll 

Consistency  is  a  virtue,  bursts  of  brilliance  are  not, 
when  investing  for  the  long  term.  I  by  william  heuslein 


THE  STOCK  MARKET  OF  THE  LAST 
year  clearly  shows  how  yesterday's 
white-hot  fund  performers  can  just 
as  easily  flame  out.  So  dig  deeper.  Look 
for  funds  that  can  survive,  even  thrive,  in 
bullish  and  bearish  markets. 

The  Forbes  Honor  Roll  is  all  about 
consistency,  about  endurance.  Making 
the  Honor  Roll  entails  passing  a  tough 
set  of  five  tests.  How  tough?  Well,  only 
two  members  from  last  year's  Honor 
class  were  able  to  return  this  time 
around.  This  shakeup  is  partly  due  to 
the  new  starting  date  for  our  measure- 
ment period.  It  moved  from  Aug.  31, 
1987  (just  before  the  crash)  to  May  31, 
1990.  That  didn't  faze  Fayez  Sarofim's 
Dreyfus  Appreciation  Fund,  on  the  list 
for  the  fifth  year  in  row. 

Our  five  tests  for  actively  managed 
funds  vying  for  a  place  of  honor:  capital 
preservation  (holding  up  relatively  well 
in  market  declines  or  crashes);  continu- 
ity of  management  (you're  investing 


with  the  manager  who  is  responsible  for 
the  record  that  caught  your  attention); 
portfolio  diversification  (sorry,  sector 
funds  aren't  eligible);  accessibility  (open 
to  new  investors — folks  should  be  able 
to  buy  shares,  not  just  press  up  against 
the  glass);  and,  of  course,  long-term  per- 
formance, here  measured  by  aftertax 
results  over  the  past  decade. 

Consistency,  yes.  But  we  do  want 
members  of  this  select  group  to  deliver 
results.  Even  the  worst  performer  on  this 
shortlist  would  have  more  than  tripled 
your  money  over  the  past  decade. 

To  qualify  for  the  Honor  Roll  con- 
tenders must  achieve  a  B  grade  or  better 
in  down  markets,  landing  them  in  the 
top  45%  of  the  pack.  The  point:  You 
want  your  assets  to  be  preserved  or  pro- 
tected when  the  market  hits  a  down 
cycle.  This  requirement  prevented  sev- 
eral members  from  the  Honor  class  of 
1999  from  coming  back,  including  Janus 
Fund  and  Fidelity  Fund,  which  were 
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II 


merely  C  performers  in  down  mar 
Nevertheless,   these   two   funds 
anointed  Forbes  Best  Buys — they 
vide  relatively  high  risk-adjusted  rero 
with  low  overhead  costs  (seepage  2d 

This  year  FORBES  is  excluding  ir 
funds  from  consideration  for 
Honor  Roll.  Otherwise  Vanguard's  I 
500  fund  would  again  be  on  the  He 
Roll.  See  page  268  for  our  Best  Buy 
of  index  funds. 

It's  possible  for  a  load  fund  to  l 
the  Honor  Roll.  But  it  needs  to  o^ 
come  the  disadvantage  of  a  sales  cha 
A  big  hurdle,  but  some  funds  can 
die  it.  This  year  9  of  the  1 5  funds  onj 
list  charge  loads,  up  from  5  last  yean 

Closed-end  funds  aren't  eligible  | 
the  Honor  Roll.  We'll  survey 
funds  in  the  Sept.  4  issue. 


GOING  THE  DISTANCE:  FORBES'  HONOR  ROLL  WINNERS 


MARKET 
PERFORMANCE 


UP      DOWN 


FUND/BOO  PHONE 


CONSECUTIVE 

YEARS  ON       MAXIMUM  LEAD 

HONOR       CUMULATIVE  MANACER 

ROLL               LOSS1  (YEARS) 


AVERAGE 

ANNUAL     HYPOTHETICAL  MAXIMUM 

TOTAL         INVESTMENT         SALES 

RETURN'         RESULTS'  CHARGE 


ANNUAL 
EXPENSES  P0RTF0 
PER  TOI 

$100  0VEI 


MSDW  American  Opportunities-A/869-6397 
Mairs  &  Power  Growth  Fund/304-7404 
Papp  Stock  Fund/421-4004 
Dreyfus  Appreciation  Fund/782-6620 
Strong  Opportunity-lnv/368-3863 


Weitz  Series  Fund-Valuo/232-4161 
Fidelity  Low  Priced  Stock/544-8888 
New  Perspective  Fund-A/421-4120 
Gabelli  Value  Fund/422-3554 
SB  Fundamental  Value-A/451  2010 


Longleaf  Partners  Fund/445-9469 
Fundamental  Investors  A/421-4120 
Pioneer  Fund-A/225-6292 
Kemper-Dreman  High  Return-A/621  -1048 
EuroPacific  Growth  Fund  A/421-4120 


-16  3%  Anita  Kolleeny  (13) 

-18.9  George  Mairs  III  (20) 

-16.7  Multiple  managers  (10)' 

-14.6  Fayez  Sarofim  (10) 

-21.1  Richard  Weiss  (9) 


-13.8  Wallace  Weitz  (14) 

-21.8  Joel  Tillinghast  (11) 

-15  3  Multiple  managers  (7)5 

-17.7  Mario  Gabelli  (11) 

-21.8  JohnGoode(lO) 


-26.2  Multiple  managers  (6)5 

-19.2  Multiple  managers  (9) b 

-17.7  John  Carey  (14) 

-29.3  David  Oreman  (12) 

-17.4  Multiple  managers  (8)5 


20.6% 

18.3 

17.3 

16.4 

17.8 


17.7 
17.3 
22.0 
17.8 
16.4 


16.3 
16.7 
16.3 
15.2 
15.8 


$48,594 
47.968 
46.544 
42.946 
42.260 


41.678 
38.517 
37.641 
37.560 
35.991 


34,904 
34.631 
34.435 
33.998 
33.697 


5.25% 

none 

none 

none 

none 


none 
3.00 
5.75 
5.50 
5.00 


$0.81 
0.79 
1.09 
0.87 
1.19 


none 
5.75 
5.75 
5.75 
5.75 


1.19 
0.92 
0.77 
1.38 
1.13 


0.94 

50 

0.63 

46 

1.10 

10 

1.22 

33 

0.84 

32 

378% 

6 

7 

12 
81 


24 
29 
59 
43 


loss  sustained  during  any  unbroken  stung  of  monthly  losses  since  5/31/90  'For  domestic  funds;  from  5/31/90  to  6/30/00  before  deducting  loads  and  taxes.  'Value  on 
6/30/00  of  $10,000  invested  5/31/90.  after  load  ind  taxes  Assumptions  Hypothetical  investor  has  $100,000  gross  income  in  constant  1990  dollars,  deductions  equal  to  15%  of 
'"come  mptions  Loads  applied  at  6/30/00  rate    'Leaser  of  security  sales  or  purchases,  divided  by  average  net  assets    'Average  tenure  of  managers,  with  ten  years 

maximum  credit  for  each.   Sources  Forbes:  Lippa  gslar  Inc 
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The  Outsider 

Here's  one  money  man  who  really  earns 
his  keep— Forbes  Honor  Roll  manager 
George  Mairs,  a  solid  Midwesterner  who 
thinks  holding  anything  less  than  20  years 
is  short  term.  I  by  william  heuslein 


DON'T  TALK  TO  GEORGE  MAIRS  III 
about  short-term  investing.  This 
year  his  Mairs  &  Power  Growth 
Fund — with  some  stocks  that  have  been 
held  for  more  than  30  years — makes  its 
third  appearance  in  the  last  four  years  on 
the  Forbes  Honor  Roll.  The  fund  isn't 
flashy,  either;  its  30  stocks  trade  at  an  av- 
erage 26  times  trailing  earnings,  below 
the  market  multiple. 

A  big  Wall  Street  operation  this  is 
not.  Run  out  of  unpretentious  rented 
offices  in  an  old  bank  building  in  St. 
Paul,  Minn.,  Mairs'  firm  has  only  12 
employees — 4  partners  and  a  staff  of  8. 
Mairs,  72,  does  all  the  trading  himself. 
The  $500  million  fund  does  no  adver- 
tising and  is  available  in  only  17  states 
and  the  District  of  Columbia.  Why?  Be- 
cause registering  in  all  50  states  would 
be  too  expensive,  Mairs  explains. 

What  makes  this  successful  fund  all 
the  more  unusual  is  that  75%  of  the 
companies  it  invests  in  are  headquartered 
in  and  around  St.  Paul  and  Minneapolis. 
Mairs'  straightforward  logic:  Proximity 
to  his  investments  holds  the  promise  of 
better  understanding  and  perhaps  op- 
portunities to  uncover  value  that  others 
might  overlook. 

As  he  has  been  doing  since  he  began 
working  at  his  father's  investment  advi- 
sor) firm  in  the  early  1  S)3()s,  Mairs  looks 
for  what  he  calls  a  "franchise  that's  at- 
tractive long  term."  What's  that  mean? 
Companies  with  greater  pricing  power 
;  higher  profit  margins  than  the  com- 
petition, plus  the  prospects  of  leveraging 
their  franchises  over  other  products.  And 
lie  wants  sustainable  earnings  growth.  "A 
"•%  growth  rate  is  jn  acceptable 


level,  if  it  can  be  sustained,"  he  says. 

His  largest  holding,  at  8%  of  assets, 
is  ADC  Telecommunications,  a  Min- 
netonka,  Minn.-based  maker  of  equip- 
ment used  to  speed  up  and  smooth  out 
connections  among  voice,  video  and  data 
systems.  Mairs  established  an  initial  po- 
sition in  ADC  in  1980  at  a  split-adjusted 
20  cents  a  share.  The  stock,  which  has  in- 


averaged  a  turnover  rate  of  90%.  M; 
Power's  rate  was  5.5%,  the  kind 
mancy  you'd  expect  to  see  in  an  ind« 
fund.  Each  year  Mairs  might  elimind 
two  names  and  add  two  names  from  tl 
fund's  lineup. 

Cash  is  at  1%.  Trading  is  kept  to 
minimum.  So  are  costs.  Over  the  laj 
dozen  years  the  fund's  expense  ratio  lu 


creased  330%  over  the  past  12  months,  dropped  from  $1.11  per  $100  of  assJ 

recently  traded  at  $47.  Mairs  has  been  annually  to  79  cents,  unusual  in  a  wel 

taking  some  profits  on  ADC  to  keep  it  performing  managed  fund.  The  averaj 

from  turning  into  a  lopsided  portion  of  stock  fund  in  this  survey — and  we  dori 


the  fund. 

Mairs  started  getting 
into  Medtronic,  the  im- 
plantable medical  device 
maker  based  in  Minneapo- 
lis, back  in  1969  at  14  cents 
a  share.  Medtronic  today 
trades  at  $54  and  makes  up 
5%  of  the  fund's  holdings. 

He  has  owned  Wells 
!  a i  go  (the  old  Minneapo- 
lis-based Norwest  before  the  banks 
merged )  since  1960,  enjoying  a  ride  from 
8 1  cents  to  $42.  Then  there's  retailer  Tar- 
get (formerly  Dayton  Hudson),  a  hold- 
ing since  1973,  during  which  time  it  has 
climbed  from  23  cents  a  share  to  $31. 

But  don't  equate  longevity  with  plod- 
ding. Over  our  ten-year  Honor  Roll  mea- 
surement period,  the  Mairs  &  Power 
Growth  fund  has  produced  an  annual- 
ized total  return  of  18.3%,  almost  a  full 


Short-term 
investors 
should  look 
elsewhere. 


even  include  the  smallej 
funds,  which  tend  to  haj 
the  worst  expense  bui 
dens — costs  $1.09. 

Where  does  Mai 
see  value  today?  He  like 
the  broadly  diversififl 
Honeywell  (merged  wil 
AlliedSignal).  The  stoc 
dropped  almost  in  Hal 
this  year  after  the  corl 
pany  missed  quarterly  earnings  estj 
mates.  It's  trading  at  about  11  timd 
Mairs'  earnings  estimate  of  $3.10  a  shar 
for  this  year.  He's  also  buying  mor 
Minnesota  Mining  &  Manufacturing- 
which  Mairs  has  owned  since  1959 — be 
cause  it's  off  15%  from  its  recent  high 
3M  got  punished  in  the  market  for  i 
heavy  exposure  in  Asia,  but  has  come  it 
ahead  of  earnings  estimates  over  til 
past  three  quarters.  It's  trading  at  1 


percentage  point  ahead  of  the  Vanguard      times  Mairs'  2001  earnings  estimate  o 
300  Index  Fund  Since  inception  back  in      $5.30  a  share 


the  fund  has  produced  a  12.1%  an- 
nualized rate  of  return.  Year-to-date  it  is 
up  10.3%,  winch  is  ahead  of  the  market, 
last  year  the  mutual  fund  industry 


If  you're  thinking  about  investing 
with  George  Mairs  for  the  short  ter 
forget  it.  "Basically  all  we  want,"  he  saj 
"are  long-term  shareholders."  F 
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Bottom  Line...  We  Pox 
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Closemouthed  Funds 

Mutual  funds  are  unnecessarily  secretive  about  their  holdings. 
So  investors  get  some  nasty  surprises,  i  byscottwoolley 


NORMALLY  A  DEAD-BORING  READ, 
this  year's  annual  report  from  the 
$5  billion  Nicholas  Fund  had 
some  eye-opening  news  for  fundhold- 
ers.  Traditionally  a  technology-averse 
fund,  it  had  dumped  core  financial  ser- 
vices stocks  in  the  six  months  prior  to 
the  report.  In  their  place  were  tech 
highfliers  such  as  Qualcomm  and 
Tellabs. 

Surprise!  For  investors  counting  on 
Nicholas  to  give  them  a  little  nontech 
diversification,  the  news  couldn't  have 
come  at  a  worse  time.  The  annual  re- 
port was  dated  May  15,  mere  weeks 
after  April's  tech-stock  meltdown.  The 
fund  was  off  2%  for  the  second  quarter. 

Nasty  surprises  like  that  are  made 
possible  by  a  rule  requiring  mutual 
funds  to  disclose  their  holdings  only 
once  every  six  months.  Critics  say  this 
is  more  than  enough  time  for  a  fund  to 
play  games  in  an  effort  to  juice  returns, 
then  sell  the  more  risky  stocks  before 
the  list  is  drawn  up. 

"This  is  kind  of  like  telling  the  ath- 
lete in  advance  when  you're  doing  the 
drug  test,"  says  Donald  Phillips,  chief 
executive  of  Morningstar,  the  fund-rat- 
ing service.  "You  only  have  to  sober  up 
two  times  a  year." 

The  Securities  &  Exchange  Com- 
mission is  looking  into  changing  the 
disclosure  requirements  to  make  funds 
report  more  frequently,  but  has  been 
met  with  stiff  resistance  from  the  mu- 
tual fund  industry. 

Why?  The  funds  have  a  bona  fide 

fear:  that  professional  investors  would 

use   the   information   to    front-run 

stocks.  Hedge  funds  and  other  traders 

lo  sniff  out  large  funds'  moves. 

If  word  got  out  that  the  manager  of 

fund  was  to  sell  a  big 

of  equity,  Ik  .  tiers 

might  try  to  capital:.  ig  the 
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stock.  The  resulting  drop  in  stock 
price  would  hurt  the  mutual  fund 
manager  looking  to  unload  shares. 

The  Investment  Company  In- 
stitute has  another  argument.  The 
mutual  fund  trade  association  says 
its  research  shows  investors  don't 
really  want  more  information  and 
wouldn't  bother  to  use  it.  "This  is 
really  a  problem  in  search  of  a  so- 
lution," says  an  ICI  spokeswoman. 

Maybe  not.  Some  large  fund 
families  are  making  an  effort  to  ap- 
pease this  supposedly  nonexistent 
investor  hunger  by  disclosing  more 
than  the  law  requires. 

Vanguard  goes  the  furthest.  It 


H 


A  fix:  continuous  disclosure  with  one- 
month  delays  to  thwart  front-runner; 


posts  every  fund's  top  ten  holdings 
each  month  on  the  company  Web  site. 
Alongside  is  a  breakdown  of  the  sec- 
tors a  fund  is  in,  plus  other  measures 
of  risk  such  as  volatility.  Vanguard  also 
employs  "style  police"  to  make  sure 
its  value  fund  managers  aren't  dab- 
bling in  riskier  stocks  like  Internet 
companies. 

[anus  and  Fidelity  are  sticking  to 
their  semiannual  releases.  Both  claim  to 
have  their  own  style  police  to  watch  for 
potentially  reckless  fund  managers. 

But  some  smaller  funds  have  em- 
braced full  disclosure.  Like  one-year- 
old  Openfund,  which  posts  every  stock 
holding — and  every  trade — on  the  Web 
with  a  24-hour  delay.  Of  course,  the  $3 1 
million  Openfund's  actions  aren't 
going  to  affect  a  stock  to  the  extent 
$105  billion  Fidelity  Magellan  will. 

Proponents  of  more  disclosure 
point  to  Openfund's  example  as  a  way 


around  the  front-running  prob 
Simply  delay  disclosures  by  a  mor 
which  is  what  Vanguard  does 
releases  its  top  ten  holdings — thi 
ing  enough  time  to  let  big  func 
out  of  large  positions  without 
ing  the  market.  There's  no  evic 
that  front-runners  have  been  ah 
capitalize  on  month-old  Vang 
disclosures. 

Printing  and  mailing  costs 
make  such  disclosure  too  exper 
The  Internet  moots  that  objectior 

More  disclosure  would  also 
vide  more  data  for  researchers  I 
academics  to  figure  out  what  separe- 
a  good  fund  manager  from  a  luo 
one.  "With  a  paper  trail,"  says  Mm- 
ingstar's  Phillips,  "we  could  better 
derstand  who  enhanced  return  I 
how."  Maybe  that's  not  sometli  - 
most  fund  managers  really  want 
vestors  to  see. 
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;  THE  LEADERSHIP  OF  PRESIDENT 
iTO  ZEDILLO,  MEXICO  LEAPT  INTO 
ODERN  WORLD  OF  FREE  MARKETS 
HE  TASK  OF  POLITICAL  REFORM. 


COUNTRY  CROWNED  ITS  ACHIEVEMENTS  JULY  2,  WHEN  VOTERS  ELECTED  OPPOSITION  CANDIDATE  VICENTE  FOX  QUESADA 
FAIREST  AND  MOST  COMPETITIVE  PRESIDENTIAL  ELECTION  IN  MEXICO'S  70  YEARS  OF  ONE-PARTY  RULE. 

I  many  ways,  this  election  symbolizes  the  dramatic 
irogress  that  has  already  transformed  this  country.  In 
193,  before  NAFTA  went  into  effect,  Mexican  exports 
ited  to  just  US$50  billion.  This  year,  that  number 
urpassed  in  the  first  five  months  alone,  underscor- 
ie  importance  of  foreign  commerce  for  the  country 
j     its  growing  network  of  trading  partners, 
imultaneously,  Mexican  corporations  —  which  had 
depended  on  state  protection  for  their  survival  — 
ved  to  become  leading  competitors  in  world  markets. 
Te  largest  companies  —  Telmex,  the  formerly  state- 
ed  telephone  company;  Cemex,  the  third-largest 
ent  manufacturer  in  the  world;  and  Vitro,  the  giant 
manufacturer  —  have  forged  dozens  of  strategic 
nces  en  route  to  establishing  a  global  presence. 
n  addition  to  burgeoning  trade  and  political  democ- 
Mexico's  finances  have  also  improved.  Recently, 
country's  debt  was  upgraded  to  investment  grade 
k  Moody's  Investors  Service.  That  translates  into 
aper  credit  for  Mexican  businesses  and  greater  con- 
nce  on  the  part  of  foreign  companies  with  invest- 
nts  in  the  country. 

Mor  is  Mexico  simply  relying  on  the  U.S.  economic 

)m  for  its  continued  growth.  The  country  has  recently 

gned  important  free-trade  agreements  with  the  EU, 

ael  and  some  of  its  neighboring  countries  in  Central 

nerica.  Through  these  agreements,  more  than  90%  of 

'exico's  foreign  trade  will  be  governed  by  clear  and 

idem  legal  frameworks.  Not  only  do  these  pacts  reduce 

riffs,  they  provide  mechanisms  to  solve  disputes  and 

)aden  multilateral  business  opportunities. 

<\s  a  result,  the  new  century  brings  an  unparalleled 

jment  in  Mexican  history  —  one  in  which  it  finally 

lerges  from  its  own  borders  to  become  a  major  player 

international  circles. 


CEMEX: 

Cementing  Its  Lead 


CEMEX'S 
ACHIEVEMENTS 
HAVE  WON  HIGH 
PRAISE  IN  BUSI- 
NESS CIRCLES, 
INCLUDING  A 
RECENT  GLOBAL 
SURVEYTHAT 
RATED  IT  ASTHE 
MOST  ADMIRED 
FIRM  IN  LATIN 
AMERICAAND 
ONEOFTHE  FIVE 
MOST  RESPECT- 
ED CONSTRUC- 
TION-RELATED 
COMPANIES  IN 
THE  WORLD. 
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Begun  in  Monterrey,  Cemex  has  evolved 
from  a  regional  cement  manufacturer  to  an 
international  giant.  With  skillful  marketing, 
the  company  built  a  consumer-friendly  brand 
even  as  it  rose  to  become  the  world's  third- 
largest  cement  company.  Last  fall,  this  quin- 
tessential Mexican  company  reached  a 
major  milestone  in  its  94-year  history:  a  spot 
on  the  New  York  Stock  Exchange. 

By  any  measure,  Cemex  is  a  master  of  glob- 
alization. Its  50  cement  plants,  with  65  million 
metric  tons  of  production  capacity,  operate  in 
30  countries,  including  the  U.S.  In  1999, 
another  record-breaking  year,  Cemex  had  sales 
of  US$4.8  billion  and  operating  cash  flow  of 
US$1.8  billion.  Overall,  it  now  ranks  as  the 
most  profitable  cement  company  in  the  world, 
and  it  is  also  the  largest  cement  trader.  During 
the  first  quarter  of  2000,  it  reported  an  18% 
increase  in  net  sales  compared  with  the  first 
quarter  of  1999. 

Cemex  has  stayed  the  course  on  interna- 
tional diversification,  putting  it  at  the  fore- 
front of  global  Latin  American  companies. 
This  year,  it  closed  new  deals  in  Egypt, 
Bangladesh  and  the  Dominican  Republic  — 
all  diverse,  emerging  markets  with 
immense  infrastructure  needs  and  bur- 
geoning construction  industries.  Cemex 
also  has  matched  cement  with  high  tech  at 
its  Monterrey-based  computer  center, 
where  even  ready-mix  concrete  deliveries 
are  tracked  by  satellite. 

Cemex's  achievements  have  won  high 
praise  in  business  circles,  including  a  recent 
global  survey  by  the  Financial  Times  and 
PricewaterhouseCoopers  that  rated  it  as  the 
most  admired  firm  in  Latin  America  and  one  of 
the  five  most  respected  construction-related 
companies  in  the  world.  In  a  move  that 
acknowledges  Cemex's  shrewd  acquisition 


strategy  and  improving  financial  profile,  Sta 
dard  &  Poor's  raised  the  company's  debt  | 
investment  grade  last  spring. 

A  Company  Conscience 

Despite  continuous  growth,  the  compaJ 
also  aspires  to  be  the  safest  multinationj 
cement  company  in  the  world.  In  199^ 
Cemex  had  a  34%  reduction  in  its  accidej 
rate,  achieved  through  intensive  training  ar 
certification  of  personnel,  as  well  as 
heightened  emphasis  on  safety.  "We  arj 
proud  to  have  strengthened  our  safety  ci 
ture  within  all  of  our  operations  around  tr 
world,"  says  Lorenzo  H.  Zambrano,  chairme 
and  CEO.  "This  is  a  clear  indicator  of  oi 
overall  effort  to  ensure  the  well-being  an| 
the  quality  of  life  of  our  people." 

In  addition,  Cemex  is  deeply  committel 
to  the  belief  that  environmental  protectioj 
and  operational  productivity  can  be  cor 
patible.  Through  the  Cemex  Ecoefficienc| 
Program,  the  company  optimizes  its  rav 
material  and  energy  consumption.  ThrougJ 
its  Harmony  With  Nature  program,  the  cor 
pany  supports  conservation  projects  witl 
local  and  international  organizations.  In  on« 
recent  project  with  Conservation  Internal 
tional,  Cemex  published  the  book  Hotspotsl 
Earth's   Biologically  Richest  and  Most 
Endangered  Terrestrial  Ecoregions.  This 
important  volume  showcases  the  research 
of  more  than  70  experts  from  around  th 
world  and  presents  their  proposals  for 
long-term  strategy  to  optimize  global  conj 
servation  efforts. 

With  profitability,  diversity,  worker  safet>| 
and  environmental  conscience  as  its  cre-j 
dentials,  Cemex  will  not  only  help  shapej 
Mexico,  but  also  global  business  in  tht 
21st  century. 


jen  they  build  here,  they'll  use  our  cement 
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As  a  leader  in  the  global  cement  industry, 
CEMEX  is  helping  to  build  the  world's  most 
innovative  projects.  Helping  with  an  advanced 
fleet  of  trucks  equipped  with  dashboard  computers 
and  global-positioning  satellite  technology  which 
can  deliver  to  building  sites  more  efficiently. 
Helping  with  a  35,000  metric-ton  floating  silo 
which  can  store  and  supply  cement  wherever  our 
customers  need  it.  Helping  because  we  can — as 
the  largest  trader  and  most  efficient  producer  of 
cement  on  Earth.  CEMEX  is  helping  because 
where  else  would  an  expanding  world  turn  when 
it's  time  to  build?  To  learn  more  about  CEMEX, 
visit  our  website  at  www.cemex.com. 


Cement  for  your  world. 


mento      Bayano      •      Cemento      Diamante      •      Cemento      Maya      •      Cemento      Monterrey 
|mento    Samper    •    Cemento   Titan    •    Cemento   Tolteca    •    Island   Cement   •    Raff   •    Rigas   •   Vencemos 


TELMEX: 

onnecting  to  the  21st  Century 
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expand  the  country's  telecommunication^ 
structure.  Using  a  similar  approach,  Taj 
Telmex's  wireless  division,  is  working  alorl 
Ecuador's  Conecel  to  build  that  compel 
prospects  for  sustained  telecom  growth,  i 
The  Internet,  too,  is  gaining  ground  ith 
Telmex  strategy.  Since  purchasing  thefl 
Internet  service  provider  Prodigy  in  1M 
Telmex  has  been  rolling  out  Internet  prod] 
This  year,  it  introduced  Prodigy  Turbo  (■ 
technology),  which  provides  high-speed  Intfl 
access.  Telmex  has  seen  a  164%  increaJ 
Internet  access  accounts  in  the  first  quarfl 
2000.  bringing  the  total  to  486,000.  InH 
nership  with  Microsoft.  Telmex  launchdH 
Internet  portal.  Tlmsn.com. 

Th  courted  the  Eur^H 

market  for  the  first  time.  Its  stock.  alnflb 
listed  on  the  New  York  Stock  Exchange,  isa 
ig  in  euros  on  Madrid's  stock  exchafc 
.  relationship  with  Spain  imohfl 
eess  telephony  license  in  partnefl 
-.--ai  Spanish  entities. 
Te  jeed  growing  rapid*.  I  '■'- 

company  has  more  than  11  nrJhon  tneft 
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A  look  into  our  past 

demonstrates  that  we  have  played 

a  decisive  role  in  Mexico's 

telecommunications  growth. 

A  look  into  our  present 

confirms  that  our  company  is 

moving  ahead  of  the  competition, 

providing  the  best 

telecommunications  services  to 

our  customers,  in  an  increasingly 

competitive  environment. 

A  look  into  our  future  reveals 

a  company  that  maintains  its 

leadership,  with  an  increased 

network  consistency  focused  on 

technology,  industry  integration 

and  globalization. 

All  of  this  follows  our  main 

objective:  to  serve  our 

customers'  needs  and  to 

provide  a  state-of-the-art 

telecommunications 

infrastructure  to  all  Mexicans. 


'.tel 


ww.telmex.com.mx 


VITRO: 

Building  a  Solid  Presence  in  the  Americas 


By  the  time  Mexico  dramatically  liberalized  trade 
and  investment  in  the  '90s,  Grupo  Vitro  had  long 
since  nurtured  its  entrepreneurial  spirit.  Founded  in 
1909,  the  company  quickly  looked  to  markets  in  Cen- 
tral America  and  invested  in  new  processes,  plants 
and  acquisitions.  Today,  the  Monterrey-based  Vitro  is 
Mexico's  largest  glassmaker,  with  facilities  and  dis- 
tribution centers  in  seven  countries  and  exports  to 
more  than  70  countries. 

Subsidiaries  include  VVP  America,  one  of  the 
largest  glass  manufacturers  and  distributors  of  flat 
and  automotive  glass,  thick  glass  tabletops  and  a 
variety  of  glass  products  in  the  U.S.  VVP  America 
has  some  3,000  employees  in  the  U.S.  and  operates 
more  than  240  fabrication,  distribution,  retail  and 
contract  glazing  units.  It  projects  annual  sales  of 
US$500  million  by  next  year. 


COMCE: 

An  Alliance  for  Business 


Vitro,  which  has  traded  on  the  New  York  Stock 
Exchange  since  1991,  is  a  major  participant  in  five  dis- 
tinctive businesses:  flat  glass,  glass  containers,  house- 
hold products,  glassware  and  diverse  industries. 
Through  its  subsidiaries,  Vitro  serves  multiple  product 
markets,  including  construction  and  automotive  glass 
wine,  liquor,  cosmetics,  pharmaceuticals,  glass  con- 
tainers for  food  and  beverages,  household  appliances 
fiberglass,  plastic  and  aluminum  containers,  and  glass- 
ware for  commercial,  industrial  and  consumer  uses. 

An  important  part  of  the  company's  strategy  is  to  use 
the  Internet  to  enable  business-to-business  e-commerce. 
To  achieve  this,  Vitro  recently  completed  an  agreement 
with  IBM.  When  the  first  of  Vitro's  e-business  initiatives, 
e-procurement,  is  implemented,  it  will  make  Vitro  the 
first  Latin  American-based  company  capable  of  sourcing 
80%  of  its  raw  material  through  the  Internet. 
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Mexico's  burgeoning  economy  and  strengthening 
position  in  international  markets  has  been  greatly 
assisted  by  the  Mexican  Council  for  Foreign  Trade 
(COMCE).  which  was  forged  last  year  from  three  exist- 
ing business  groups.  "Mexico  needs  to  enter  the  next 
century  with  a  new  and  revitalized  association  abroad 
and  between  the  public  and  private  sector  based  on 
communication,  collaboration  and  confidence,"  said 
Federico  Sada,  president  of  COMCE.  at  the  organiza- 
tion's inauguration. 

To  achieve  this.  COMCE  (www.comce.org.mx) 
has  outlined  one  very  specific  goal:  to  help  small- 
er businesses  thrive  in  Mexico's  newly  opened 
economy.  Mexico's  large  corporations  —  such  as 
Vitro.  Cemex  and  Telmex  —  have  made  it  their  mis- 
sion to  help  small  and  midsize  companies  partici- 


pate in  global  commerce.  The  mechanism  for  doing 
that  is  COMCE. 

More  than  just  an  adviser,  COMCE  takes  an  active  role 
as  a  mediator  in  free-trade  agreements.  Last  fall,  it  helped 
broker  a  landmark  treaty  between  Mexico  and  the  EU, 
which  took  effect  July  1.  This  agreement  lowers  trade 
barriers  for  95%  of  Mexican  products  in  Europe,  as  well 
as  for  European  products  and  investments  in  Mexico,  and 
will  help  create  jobs  and  foster  foreign  investment.  Again, 
with  COMCE  as  a  mediator,  a  similar  treaty  was  signed 
with  Israel  in  May,  and  another  was  completed  with 
Guatemala,  Honduras  and  El  Salvador  in  June. 

With  such  early  successes,  combined  with  its  vast 
network  of  representatives  throughout  the  world, 
COMCE  is  without  a  doubt  Mexico's  premier  foreign 
trade  organization. 


UNI)  SUKVLY HUW  Wb  KAIL  hUNUS 


Performance,  Risk,  Costs 


i       mO\J  WANT  THREE  THINGS  FROM  AN  INVESTMENT 

^  m  portfolio:  High  returns,  low  risk  and  low  overhead 

^W    costs.  The  three  virtues  don't  often  come  together, 

I      so  you  have  to  make  tradeoffs.  This  mutual  fund  sur- 

4      vey  will  help  you  make  them.  In  addition  to  evaluat- 

lg  1,059  stock,  bond  and  balanced  funds,  we  sift  out  just  a 

andful  of  winners,  on  two  different  lists.  One  list,  the  Honor 

•loll  (seep.  198),  highlights  stock  funds  with  a  history  of  steady 

suits  and  good  aftertax  returns.  The  other  ranking,  of  Forbes 

iest  Buys,  rewards  funds  that  combine  superior  risk-adjusted 

erformance  with  low  costs  of  ownership.  The  Best  Buy  win- 

ers,  in  29  different  categories  (U.S.  stocks,  foreign  stocks,  tax- 

ble  bonds  and  so  on),  appear  on  pages  208-230. 

It  is  a  basic  tenet  of  investment  theory  that  performance 

nd  risk  go  hand  in  hand.  If  you  want  the  kind  of  fund  that  is 

kely  to  do  well  when  the  market  heads  straight  up,  you  have 

3  expose  yourself  to  the  risk  of  outsize  losses  when  the  mar- 

et  goes  the  other  way.  We  put  a  spotlight  on  this  fundamen- 

I  al  tradeoff  in  our  separate  bull  market  and  bear  market  rat- 

I  rigs  of  both  stock  funds  and  bond  funds.  Stock  funds  that  do 

J  pectacularly  well  in  bull  markets,  such  as  Oberweis  Emerging 

jrowth,  almost  always  do  the  worst  in  bear  markets.  By  con- 

rast,  the  Copley  Fund  lags  in  bull  markets  with  an  F  but  holds 

;p  well  when  bear  markets  strike. 

The  same  pattern  holds  in  fixed  income:  A  fund  that  buys 
'  ery  long  term  bonds  will  get  a  terrific  grade  during  bull  mar- 
ets  for  bonds  (that  is,  when  interest  rates  are  falling)  but  will 
ose  money  for  you  very  rapidly  when  interest  rates  go  the 
I  ither  way.  Your  personal  tolerance  for  risk — or  your  degree  of 
iiptimism  about  how  much  longer  the  bull  market  will  go 
:  >n — determines  whether  you  ought  to  be  looking  at  A+/F 
lunds  or  F/A+  funds. 

Note  that  this  system  of  separate  bull  and  bear  market  rat- 
ngs  is  very  different  from  what  you  get  in  most  fund  surveys. 
.  Tiese  other  fund  rankings  simply  score  performance  over  the 
'tast  five  or  ten  years  and  declare  the  biggest  movers  to  be  the 
l»est  funds.  That  kind  of  ranking,  we  submit,  is  extremely  naive. 
it  presumes  that  the  next  ten  (or  five)  years  will  be  just  as  bull- 
ish as  the  past  ten.  That  is  a  bad  presumption.  Recent  years 
,iave  been  abnormally  bullish.  Think  now  about  how  you 
I  tfould  react  during  a  real  bear  market.  If  you  would  panic  and 
,ell  after  a  30%  drop  you  shouldn't  be  in  an  A+/F  fund. 

Where  do  costs  fit  in?  Again,  we  part  company  with  our 
ompetitors  here.  Most  investment  surveys  either  give  short 
hrift  to  annual  expense  ratios  and  sales  loads  or  ignore  them 
Jtogether.  We  put  them  front  and  center.  We  show  these 
osts  for  all  funds,  and  in  the  stock  and  junk  bond  Best  Buy 
ankings,  cost  efficiency  counts  equally  with  past  perfor- 


mance in  the  scoring  system.  For  high-grade  bond  funds, 
where  investment  skill  is  a  comparatively  small  contributor 
to  the  bottom  line,  the  Best  Buy  scores  weight  efficiency 
higher  than  performance.  Why?  Because  luck  plays  such  a 
large  role  in  investment  results;  past  performance  is  only  a 
weak  indicator  of  future  results.  The  dead  weight  of  expenses 
and  sales  commissions,  in  contrast,  is  not  a  matter  of  luck  at 
all.  A  high  expense  burden  will,  over  a  long  period,  take 
away  a  big  chunk  of  assets. 

Performance  measurement  I  For  the  buii  and  bear 

market  grades,  funds  are  compared  with  their  peers  and 
graded  on  a  curve  from  A+  to  F  Stock  funds  must  have  four 
full  cycles  of  performance  history,  starting  May  1990,  to  be 
rated  and  included  in  this  issue.  For  most  bond  funds,  we  treat 
each  month  of  history  as  either  a  bull  or  bear  month  and  then 
rank  each  fund  against  its  peers  in  bull  and  bear  cycles.  Junk 
bond  funds  (p.  274)  behave  more  like  stock  funds,  and  are 
benchmarked  against  three  full  performance  cycles  of  the  Mer- 
rill Lynch  high-yield  bond  index. 

In  the  Best  Buy  rankings,  the  cost-efficiency  measure  in- 
corporates the  annual  expense  ratio  and  the  sales  load;  the 
performance  measure  is  risk-adjusted  performance  over  the 
past  five  years.  Performance  measures  are  after  annual  ex- 
penses but  before  sales  loads.  For  merged  funds,  we  use  the 
performance  of  the  larger  of  the  two  predecessor  funds.  See 
www.forbes.com/funds  for  an  expanded  listing  of  stock  and 
bond  funds  and  additional  data.  F 
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U.S.  Equity  Funds 

These  U.S.  stock,  balanced  and  asset  allocation  funds 
have  been  the  most  successful  in  providing  relatively 
high  risk-adjusted  returns  with  low  overhead  costs. 


MARKET 

■•ran 

MEDIAN 

ANNUAL 

PERFORMANCE 

ANNUALIZED          ASSETS 
TOTAL               8/30/00 
RETURN               (SMIL) 

WEIGHTED 
AVERAGE 

P/E 

MARKET 

CAP 
($■11) 

TAX 
GRADE' 

EXPENSES 
PER 

$100 

MINIMI! 

INITIAL 

INVESTME 

UP      DOWN 

FUND/800  PHONE 

▲         ▼ 

STOCK  FUNDS 

Vanguard  US  Growth/835 -1510 

26.8% 

$20,458 

48 

$116.4 

2 

$0.39 

$3,000 

Fidelity  Fund/544-8888 

23.9 

17,471 

38 

65.6 

3 

0.53 

2.500 

T  Rowe  Price  Growth  Stock/638-5660 

23.9 

6.043 

38 

58.5 

4 

0.74 

2.500    1 

Janus  Fund/525-8983 

28.1 

46.869 

46 

55.7 

4 

0.85 

2,500  1 

Vanguard  Growth  &  Income/835-1510 

23.8 

9.358 

33 

84.7 

3 

0.37 

3,000 

Columbia  Growth  Fund/547 -1707 

25.7 

2,352 

45 

63.2 

4 

0.65 

1,000 

Vanguard  Morgan  Growth/835-1510 

25.1 

5.856 

37 

30.7 

5 

0.42 

3,000 

Harbor  Capital  Appreciation/422-1050 

28.7 

9.453 

47 

93.5 

2 

0.66 

2,000 

Warburg  Pincus  Cap  Appreciation-Com/927  2874 

30.2 

1.505 

48 

49.9 

4 

1.00a 

2.500  1 

Dreyfus  Appreciation  Fund/782-6620 

22.7 

4.147 

35 

120.8 

1 

0.87 

2.500  | 

Dreyfus  Premier  Third  Century-Z/782-6620 

26.0 

1.421 

41 

85.2 

4 

0.96 

1.000  1 

Scudder  Capital  Growth  Fund-AARP/728-3337 

25.6 

2,479 

40 

87.2 

3 

0.88 

1.000   1 

Selected  American  Shares/279-0279 

24.8 

4.585 

30 

71.2 

1 

0.93 

1.000   1 

Sit  Large  Cap  Growth/332-5580 

26.8 

172 

44 

101.6 

3 

1.00 

2.000 

Bridges  Investment  Fund/939-8401 

21.0 

75 

37 

57.3 

1 

0.73 

1.000   1 

Invesco  Blue  Chip  Grewth-lRv/525-8085 

29  9 

2.023 

51 

57.2 

5 

1.03 

1.000   1 

Fidelity  Blue  Chip  Growth/544-8888 

22.7 

30.302 

40 

80.7 

2 

0.79 

2.500   1 

Fidelity  Disciplined  Equity  544  8888 

21.5 

3.756 

33 

51.6 

4 

0.74 

2.500   1 

Weiti  Series  Fund-Value/232-4161 

23.9 

2.548 

20 

2.5 

4 

1.19 

25.000  1 

Babson  Growth  Fund/422  2766 

23.4 

525 

47 

57.0 

5 

0.79 

1.000  | 

BALANCED  FUNDS 

Columbia  Balanced  Fund/547-1707 

16.0 

1.089 

42 

72.6 

0.65 

1.000   1 

Janus  Balanced  Fund/525  8983 

20.9 

4,410 

47 

45.7 

0.85 

2.500   1 

Pax  World  Fund/767-1729 

18.7 

1.147 

40 

53.4 

0.89 

250   1 

McM  Funds-Balanced  831  1 146 

15.8 

165 

29 

70.0 

0.60 

5.000    ] 

Vanguard  Tax-Managed  Balanced/835-1510 

14.8 

387 

39 

53.5 

0.20 

10.000   1 

Dreyfus  Lifetime  Growth  &  lnc-inv/782  6620 

14.5 

77 

34 

85.5 

1.07 

2.500 

A* 

Whitehall  Growth  &  Income/994  2533 

18.5 

73 

41 

39.1 

1.28a 

1.000 

Vanguard  STAR  Fund/835  1510 

14.3 

7.730 

29 

21.6 

0.36 

1.000    | 

Gabelli  Westwood  Balanced-Retail  422  3554 

15.8 

139 

26 

20.4 

1.20 

1.000 

T  Rowe  Price  Balanced  Fund/638-5660 

14.2 

2.117 

33 

51.5 

0.79 

2.500    | 

Jamestown  Balanced/787-7414 

16  5 

131 

37 

962 

0.86 

5.000 

C        JP  Morgan  Diversified/521  5411 

15.3 

361 

32 

53.5 

0.96 

2,500 

A.* 

Fidelity  Convertible  Securities/544  8888 

21.8 

1,906 

30 

11.1 

0.78 

2,500 

Scudder  Balanced-S/728  3337 

15.7 

561 

39 

66.5 

0.77 

2.500 

Alleghany  Montag  &  Caldwell  Balanced-N/391  2473 

17.6 

172 

39 

845 

1.14 

2.500 

ASSET  ALLOCATION  FUNDS 

Vanguard  Asset  Allocation/835-1510 

18.3 

8.503 

34 

85.3 

0.47 

3.000 

Preferred  Asset  Allocation/662-4769 

16.6 

215 

31 

71.9 

0.88 

1.000 

Vanguard  LifeStrategy  Conservative  Growth/8351510 

12.6 

1.733 

35 

63.2 

0.29 

3.000 

Vanguard  LifeStrategy  Moderate  Growth/835-1510 

15  3 

3,697 

35 

44.7 

0.29 

3.000 

1           C 

Deutsche  Lifecycle  Long  Range-lnv/730-1313 

16.5 

145 

36 

84  8 

1.00a 

2.500 

A           C        lnvescoMuiti-Asset-Balanced-lav/525-8085 

18.2 

746 

34 

50.1 

1.15 

1.000 

1 

Fidelity  Asset  Manager/544-8888 

15.5 

13.472 

34 

36.9 

0.72 

2.500 

A* 

Value  Line  Asset  Allocafion/223-0818 

22.8 

304 

39 

7.3 

1.03 

1.000 

'Tax  efficiency  based  on  past  performance:  The  most  efficient  fur  Js.  rated  1.  ha 

ve  relatively  i 

mall  tax  liabilities 

a:  Net  of  absorpt 

on  of  expenses  by  fund  sponsor. 
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meetings 

[who  can  remember  exactly?] 


evoke 

communications 


flight 


delayed  flight 


1"7 

missed  meetings 


10 

lost  bags 


missed  family  dinners 


1 

solution 


U  TIL  THERE'S  TELEPATHY.  THERE'S  EVOKE." 


The  misery  of  flying  to  and  from  meetings  keeps  piling 
up.  Time  for  a  solution  that's  a  true  departure. 

With  Evoke  Webconferencing  you  can  hold  real-time, 
interactive  meetings  with  dozens  of  participants 
without  anyone  being  in  the  same  room.  Through  the 
power  of  the  Internet  and  the  phone,  you  now  have 
instant  access  to  voice  collaboration,  shared  visuals, 
powerful  Webcasting  and  much  more. 

Decisions  are  made  faster.  Profits  are  realized 
sooner.  And  your  entire  company  suddenly  comm- 
unicates on  a  much  higher  plane. 

For  a  Webconferencing  demo,   visit 
www.evokewebconferencing.com 
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International  Stock  Funds 

Want  diversity?  These  funds  provide  it,  but  they're 
subject  to  the  relatively  higher  research  and  trading 
costs  of  maintaining  foreign  stock  portfolios. 
Investors  pick  up  these  pass-along  costs.  Our  Best 
Buy  selections  below  combine  low  expenses  with 
above-average  risk-adjusted  returns. 


MARKET 

5-YEAI 

MEDIAN 

ANNUAL 

PERFORMANCE 

FOND/800  PHONE 

ANNOALIZED          ASSETS 
TOTAL               0/30/00 
RETURN                  (SMIL) 

WEItHTEO 

AVERAGE 

P/E 

MARKET 
CAP 

(SOIL) 

TAX 

■aits' 

EXPENSES 
PER 
$100 

MINIMUM 
INITIAL  | 

INVESTMEI 

UP        DOWN 

▲           ▼ 

GLOBAL  FUNDS 

1 

New  Perspective  Fund-A  421-4120 

22.0% 

$35,898 

42 

$39.9 

3 

$0.77 

$250   | 

c 

Tweedy.  Browne  Global  Value/432-4789 

18.7 

3.327 

NA 

NA 

3 

1.38 

2.500   1 

Capital  World  Growth  &  Income!  421  4120 

19.3 

11,453 

31 

13.6 

4 

0.79 

250 

Citizens  Global  Equity-Sfandard/223-7010 

25.6 

348 

48 

44.6 

1 

1.82 

2,500    | 

Fremont  Global  Fund/548 -4539 

13.3 

799 

42 

23.2 

5 

0.86 

2,000 

USAA  Invest-Wirld  Growth,  382-8722 

16.3 

424 

39 

33.5 

2 

1.12 

3,000    1 

Fidelity  Global  Balanced/544-8888 

13.5 

112 

34 

39.0 

1 

1.33 

2.500   1 

Scudder  Global  Fund-S/728-3337 

14.9 

1,544 

34 

20.8 

5 

1.32 

2,500   1 

USAA  Invcst-Cornerstone  Strategy/382-8722 

11.3 

1,112 

29 

17.3 

4 

1.09 

3,000   1 

Fidelity  Worldwide  Fund/544-8888 

13.8 

1,121 

32 

22.9 

2 

1.06 

2,500    1 

American  Century  Global  Nat  Res-I 345-2021 

85 

53 

28 

14.5 

2 

0.68 

2,500 

Dreyfus  Global  Growth/782-6620 

12.4 

78 

47 

25.9 

5 

1.35 

2.500 

FOREIGN  FUNDS 

C           C        Scudder  International  Fund-S/728-3337 

17.6 

4.960 

44 

32.0 

5 

1.05 

2.500 

A           A        Harbor  International  Fund/422-1050 

15.6 

5.330 

31 

29.7 

3 

0.92 

2.000    1 

C            C         Fidelity  Intl  Growth  &  Income  544  8888 

16.1 

1.408 

37 

20.8 

3 

1.08 

2,500 

1           C        Vanguard  International  Growth/8351510 

14.3 

10.527 

34 

29.8 

2 

0.52 

3.000 

C           B        T  Rowc  Price  International  Stock  638  5660 

14.0 

12,012 

42 

37.8 

3 

0.84 

2.500   1 

Schroder  Cap  -  Inter  national  l«v  4  6  4  3 108 

13.2 

124 

38 

42.3 

5 

0.99a 

10.000 

Fidelity  Overseas  Fund,  544-8888 

15.2 

5.585 

37 

32.1 

3 

1.21 

2.500 

Hotchkis  t  Wiley -International,  236  4479 

134 

1,379 

25 

10.7 

2 

1.02 

10.000    | 

EuroPacific  Growth  Fund-A,  421-4120 

19.6 

37.313 

43 

29.7 

3 

0.84 

250   I 

USAA lnvest-lnternarional/382  8722 

12.9 

558 

36 

15.2 

3 

1.10 

3.000 

Vanguard  International  Value/835-1510 

10.2 

982 

30 

12.9 

5 

0.59 

3.000 

Excelsior   International  446  1012 

14.7 

432 

44 

37,4 

1 

1.40  a 

500 

EUROPEAN  FUNDS 

T  Howe  Price  European  Stock/638-5660 

18.9 

1.433 

37 

43.6 

4 

1.01 

2.500 

Vanguard  European  Stock  Index/835-1510 

18.8 

5.944 

33 

44.5 

1 

0.29 

3.000 

Fidelity  Europe  Fund  544-8888 

19.1 

1.554 

37 

24.9 

4 

1.04 

2.500 

D         Invescolnti-European-lnv  525-8085 

24.7 

966 

47 

17.1 

5 

1.56 

1.000 

A         59  Wall  Street -European  625-5759 

17.3 

156 

34 

43.5 

5 

1.34 

100.000 

Dresdner  RCM  Europe-N/726-7240 

23.0 

81 

50 

48.2 

5 

1.60  a 

5.000 

PACSF1C  FUNDS 

S 

Japan  Fund-S/728-3337 

17.4 

849 

50 

12.1 

3 

1.00 

2.500 

C           A        59  Wall  Street-Pacific  Basil/625-5759 

13.5 

106 

42 

9.6 

5 

1.40 

100.000 

C             1 

Fidelity  Pacific  Basin/544-8888 

11.6 

709 

46 

17.6 

1 

1.22 

2.500 

C 

T  Rowe  Price  New  Asia/638-5660 

33 

1.206 

32 

23.0 

2 

1.07 

2.500 

ft            H 

Vanguard  Pacific  Stick  Index/835-1510 

2.5 

2.420 

44 

22.6 

2 

0.37 

3.000 

Tax  effli  I  mcy  based  on  past  performance:  The  most  efficient  funds,  rated  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  of  expenses  by  fund  sponsor 
NA:  No'  .  -  .n'ablc  or  not  applicable. 
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just  made  a  brilliant 
discovery. 


Introducing  New  Discoveries  Fund. 

I  wish  I  had  the  time  to  look  for  all  the  hidden  treasures  in  the  stock  market.  But  I 
don't.  That's  why  I'm  so  taken  by  Morgan  Stanley  Dean  Witter's  New  Discoveries 
Fund.  Not  only  does  this  fund  seek  to  unearth  those  companies  that  may  never 
make  it  on  to  an  individual  investor's  radar  screen,  but  each  company  is  hand- 
picked  by  Miller  Anderson  &  Sherrerd  (MAS],  investment  advisors  to  many  Fortune 
500  companies.  And  the  best  part?  I  can  still  take  credit  for  discovering  the  fund. 


*»  /9J" 


Morgan  Stanley 
Dean  Witter 


Morgan  Stanley  Dean  Witter 

Success.  One  investor  at  a  time. 


For  more  information  on  our 
New  Discoveries  Fund  call  toll-free  1-87 7-93 7-MSDW. 

msdw.com/individual/funds 


'  our  free  brochure  and  a  prospectus,  which  contains  more  complete  information  on  risks,  charges  and  expenses.  Read  the  prospectus  carefully  before  yo 
'  send  money. 

Stanley  Dean  Witter  New  Discoveries  Fund  is  a  newly  organized  mutual  fund  with  no  performance  history  of  its  own.  There  can  be  no  assurance  that  the 

achieve  its  investment  objective.  The  Fund's  share  price  will  fluctuate  with  changes  in  the  market  value  of  its  portfolio  securities.  When  you  sell  Fund 

5,  they  may  be  worth  more  or  less  than  what  you  paid  for  them.  Accordingly,  you  can  lose  money  investing  in  this  Fund.  Investments  in  small-  and  mid-sized 

wnies  involve  greater  risks  than  those  typically  associated  with  larger  companies.  The  Fund's  purchase  of  shares  in  initial  public  offerings  exposes  it  to 

ional  risks  associated  with  companies  that  have  little  operating  history  as  public  companies. 

ian  Stanley  Dean  Witter  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.  Services  are  offered  through  Dean  Witter  Reynolds  Inc.  and  Morgan  Stanley  Dean 
ir  Online  Inc.  Members  SIPC.  i  is  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co.         ©2000  Morgan  Stanley  Dean  Witter  Distributors  Inc.  Member  SIPC. 
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Bond  Funds 


Single-digit  returns  don't  look  very  tempting  when  equity  funds 
are  roaring  ahead,  but  the  lackluster  stock  market  this  year 
makes  bond  funds  worth  a  close  look. 


THERE  MAY  BE  GOOD  REASON  FOR  EflGH-IN- 
come  investors  to  own  individual  bonds, 
but  most  are  better  off  in  mutual  funds. 
Low  costs  are  especially  important  here,  given 
the  similarity  of  funds  that  have  the  same  in- 
vestment objective.  Treasury  funds  with  similar 
maturities,  for  instance,  should  have  roughly 
identical  portfolios. 

Note  the  two  U.S.  Treasury  Best  Buys  in  the 
table  below  with  "I-T"  (for  intermediate  term) 
in  their  names.  Their  five-year  returns,  which 
come  in  at  5.9%  and  5.8%  (ranked  according  to  their  over- 
all Best  Buy  score),  show  respective  annual  expenses  per 


$100  of  assets  of  15  cents  and  27  cents, 
there's  little  question  that  costs  are  the  cruc 
component  of  a  high-grade  bond  fund. 

Junk  funds,  on  the  other  hand,  don't 
spond  to  interest  rates  alone.  Changes  in  ere 
quality,  real  or  potential,  are  an  even  bigger  fd 
tor.  So  if  higher  fund  costs  pay  for  sawier  rxq 
buying,  higher  returns  can  result  Note  how  ] 
delity  Capital  &  Income,  which  shows  the  hig 
est  five-year  return  among  the  six  junk  funds  I 
the  Best  Buy  group,  had  an  annual  expense  rat] 

of  82  cents  per  $100  of  assets — slightly  more  than  the 

group  average  of  71  cents. 


UHT 

S-TEAI 

VEICHTEB 

AMIAL 

HMmmiitn 

FMI/800  PHONE 

AHMALIZEI 

rem                sec 

■  ETIIN                  VIELt 

ill 

AVEIASE 

NATMITY 
(TEAM) 

EXPENSES 
PES 
$1" 

■Minn 

INITIAL 

UP      DOWN 

▲         ▼ 

INIESTMEI 

TAXABLE  U.S.  TREASURY 

»♦ 

F 

Vanguard  Adaural  L-T  Treasary/835-1510 

7.0  X 

6.7  X 

$421 

19.6 

$0.15 

$50,000 

D 

Vanguard  Adaural  H  Treasary/835-1510 

5.9 

7.1 

1.306 

7.2 

0.15 

50,000 

1 

Vanguard  Admiral  ST  Treasary/835  1  i  10 

5.5 

7.0 

1.077 

2.8 

0.15 

50.000 

D 

Vanguard  l-T  Treasary/835-1510 

5.8 

7.0 

1.624 

7.7 

0.27 

3.000 

A* 

F 

Vanguard  Log  Ter ■  Treasary/835-1510 

7.0 

6.6 

1.161 

19.7 

0.28 

3.000 

I 

Vanguard  Sktrt-Ttm  Trtasvy/835-1510 

5.5 

6.9 

1.153 

2.8 

0.27 

3.000 

TAXABLE  GINNIEAUE 

1 

Vanguard  GMU  Fm»V835-1510 

6.5 

6.8 

12.573 

9.2 

0.27 

3.000 

1 

AaKricaa  Ceatary  GMAU  FaaaH/345-2021 

6.1 

7.2 

1.221 

NA 

0.59 

2.500 

1 

Fidelity  Cinnle  Mac/544  8888 

6.1 

6.7 

1.688 

8.6 

0.62 

2.500 

D 

USA*  hrrest-GNMA  Trast/382-8722 

5.6 

7.1 

416 

9.4 

0.32 

3.000 

■ 

Dreytes  task  6MMA/782-6620 

6.4 

6.7 

112 

NA 

0.65 

10.000 

■ 

Federated  GNMA  Trust-last/34 1  7400 

61 

6.6 

842 

NA 

0.64 

25.000 

TAXABLE  SHORT-TERM 

I 

Vanguard  Sfcert-Tam  lead  Mo/8351510 

5.8 

7.3 

1.151 

2.8 

0.20 

3.000 

A 

Vanguard  Shirt  Term  Cere/835  1510 

5.8 

7.9 

6.858 

2.4 

0.25 

3.000 

A 

Vanguard  Shert  Term  Federal/835  1510 

5.6 

6.9 

1.449 

2.9 

0.27 

3.000 

»♦ 

SSgA  Yield  Flis/99 7  7327 

5.5 

6.2 

540 

4.0 

0.41 

1.000 

F 

Asset  Maaageawal- Adj  Rate  Martgage/52 7  3713 

5.7 

NA 

688 

NA 

0.47 

10.000 

i    r 

•' 

Paydeu  L  KygH  Ltd  Matarity-t/572-9336 

5.5 

6.4 

187 

NA 

0.40a 

100.000 

TAXABLE  MEDIUM-TERM 

s 

Vaagaard  Tetal  Peed  Marfcet  Ib*m/835-1510 

6.2 

7.3 

9.995 

9.1 

0.20 

3.000 

A* 

Harter  Skart  Daratiea/422-1050 

5.7 

5.9 

144 

7.7 

0.28 

2.000 

B 

Vaagaard  latenaed  Terai  lead  aadei/835-1 510 

5.8 

7.6 

1.469 

7.7 

0.20 

3.000 

Sclnrab  Tetal  lead  Market  todei/435  4000 

5.9 

7.2 

609 

NA 

0.35 

2.500 

*.           C 

Staaana  Ried  bKaaat/729-0066 

6.0 

7.9 

2.609 

9.4 

0.36 

100.000 

ndefcty  Saartaa  kmifeat  Grade  laad/544-8888 

6.0 

7.1 

1.736 

9.0 

0.50 

25.000 

*■!  JO/95  through  6/30/00.  a:  Net  of  absorption  of  expenses.  NA:  Not  available  or  not  applicable. 
"\?       FORBES-    August  21,2000 
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PNC 

Real  Estate 

Finance 


PNC 
Mortgage 


BlackRock  PNC 

Bank 


PNC 

Business 

Credit 


PFPC 


Venture 

Bank® 

PNC 


if  MC,  we  offer  a  wide  range  of  investment  opportunities-including 
u  irestigious  BlackRock  Funds.  So  when  you  think  about  what  you  want 
U  )f  life,  let  PNC  think  about  the  investments  to  get  you  there.  For  more 
I  mation,  just  call  us  at  1-888-PNC-7030,  or  visit  www.pnc.com. 


©PNC 


The  Thinking  Behind  The  Money 


vlxacUilui       ;  ©2000  The  PNC  Financial  Services  Group,  Inc.  ("PNC"|.  For  more  complete  information  about  BlackRock  Funds,  including  all  charges  and  expenses,  call  1-888-PNC-7030  to  obtain  a  prospectus. 
)  Bank  Giura         Please  read  it  carefully  before  investing.  Shares  of  the  Funds  are  distributed  by  BlackRock  Distributors,  Inc.,  which  is  not  an  affiliate  of  PNC.  Affiliates  of  PNC  receive  compensation  from  the  Funds 
""""^j  for  providing  investment  advisory  and  other  services. 
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T* 

5-YEAR 

WEIGHTED 

ANNUAL 

nwM 

ANNUALIZED 

TOTAL                     SEC 
RETURN                  YIELD 

ASSETS 

6  3000 
(SMIL) 

AVERAGE 

MATURITY 
(TEARS) 

EXPENSES          Nlwt 

PER                  INK 

1£J^Sj|e9  rom/sao  ?hom£ 

BIN 

TAXABLE  L0N6-TERM 

Vanguard  Long-Term  Bond  Index.  335-1510 

6.7  X 

7.2% 

$352 

22.3 

$0.20                S2IX 

A-          F        Vanguard  Long-Term  Corp  335-1510 

5.9 

7.8 

3.579 

19.1 

0.30 

A           D        USAA  Mutual-Income  5  52-3722 

6.5 

7.4 

1.269 

NA 

0.42 

■           0        Vanguard  Preferred  Stock  335-1510 

5.3 

6.7 

214 

22.5 

0.38 

A           C        Dodge  A  Cot  Income  Fund  621-3979 

6.1 

NA 

942 

NA 

0.46                  2X 

B           C        JP  Morgan  Bond  Fund  521-5411 

5.5 

6.5 

226 

NA 

3  55                  2X 

TAXABLE  CL8BA1 

C           B        Standish  International  Fixed-Income  "29-0066 

10.1 

4.5 

850 

8.4 

0.52             100X 

C           C        Payden  A  Rygel  Global  Fixed  Inc-R  : "2  3336 

7.3 

5.2 

467 

NA 

0.49                  1 

C           1        Standish  Global  Fixed-income  " 2 3 -     5 

8.7 

6.1 

387 

9.2 

0.54              13 

D           A*       Fidelity  New  Markets  Income  5 i i -3  3 

17.4 

8.9 

243 

NA 

1.07                 228 

C           1         Warburg  Piacus  Global  Fixed  Inc-Com  52"  2374 

6.4 

6.0 

117 

7.9 

0.95a               2JTJ 

DAT  R  o  ■  e  Pr i ce  Emerging  Mkts  Bond  3  3  - 

15  5 

10.0 

170 

13.7 

125                 2X 

MUNICIPAL  SHORT  TERM 

F           A*       Vanguard  Limited  Term  Tax-Exempt  335-1510 

4.2 

5.0 

2  3-15 

NA 

0.17 

F           A-       USA*  Tax  Exempt-Short  Term.  382-8722 

4.6 

4.9 

976 

NA 

0.38                 3B 

F           A-       Vanguard  Short  Term  Tax-Exee»at  835-1510 

18 

4.8 

1.934 

NA 

0.17 

F           A-       Fidelity  Spartan  Skart -lafermeaiate  Man  :  -  - 

4.3 

4.3 

813 

NA 

0.51               1   C 

F            A*       Strong  Short  Term  MaaHai  .:.- 

4.8 

5.0 

285 

NA 

0.60                 1 

F            A-       T  Rowt  Price  T-f  Skmrt-latoraMdfcati.  638-5660 

i       U 

4.8 

393 

NA 

0.53                   C 

MUNICIPAL  MEDIUM  TERM 

C           A        USAA  Tax  Exempt  -Intermediate  382-8722 

55 

5.4 

2.114 

NA 

2  35                 3.8 

D           A        Vanguard  hmnmtdute-Tifm  Tax-Ex  33: 

5.1 

5.3 

8.131 

NA 

117 

D           A        Fidelity  Spartan  mill  mediate  Man  Income 

5.4 

52 

1.072 

NA 

0.48              m 

D           A        Amencaa  CUatun -Termed  Term  T  F  M: 

5.0 

51 

152 

NA 

5.8 

D           ■        Colamma  Bret-  Manuicmal  Baad 

49 

51 

412 

NA 

I 

A           C        Scadder  Uxnjged  mmm  Baaa*  S. 728-2." 

58 

52 

5" 

9  5 

0  64                  2  8 

MUNICIPAL  LONG  TERM 

A           C        Vanguard  Leag  Term  Tax  Exempt  335-1510 

58 

5.7 

1  552 

NA 

117                 3.1 

A           C        Vanguard  htsared  Lmc  Term  Tax**  835-1510 

5B 

5.6 

2  255 

NA 

018                  2.B 

■           C        Vxnguard  hugk  T««  Tax  Exemr 

56 

6.0 

2.837 

NA 

018                 B 

A-          0        Dmtw  Bjjk  Maai  Baad  "32  3623 

53 

55 

220 

19.7 

145               ml 

1           C         USJU  Tax  Cxemurt-LeeurTerm 

54 

1.921 

176 

55                 3.B 

B           C        T  R««t  PTxe  T-F  meant*  338-5660 

5  5 

53 

L327 

NA 

0.55                 2.1 

MUNICIPAL  ONE  STATt 

•          A        Vaa*uart  feiif  msared  hT  Tax  Ex  835-1510 

5  3 

50 

L455 

NA 

017                     ■ 

I           •        noWrty  Saama  Uro  Maaicipil  bee— « 

56 

5.3 

1.281 

NA 

:r:              12  J 

C           B        T  Re«e  Pnce  Itarytaad  T  F  Im 

53 

U 

1  225 

NA 

5:1                   21 

B           C        rumerty  Saama  mUehagaa  Bhanajal  me 

53 

U 

427 

Si 

2:2                12  J 

C           B        rmearrySaartaaml n  ml       |  Ik 

51 

52 

277 

si 

251          m 

B            C         Vaaoard  NJ  tetarea  L  T  Tax  Ex 

55 

■ 

119                 3.B 

A           C        Vanguard  PIT  msuwud  L  T  Tax-Exumujt  335  1510 

57 

5.6 

2  523 

■ 

A            C         Vaaguard  Bum  tasarrd  IT  Tax  Ex 

55 

I  5 

2"3 

M 

2 15            ■ 

B           S        Vanguard PeaanxsaredL-T Tax -ix  22: 

5  5 

56 

2515 

si 

2  15                  ■ 

USJU  Tax^xaaarr  Vxrruma  Baa*  3  3  2    " 

54 

55 

2  52 

NA 

5  a  5                  ■ 

■           9        Vanem  i  Hej»  Tmml  Car»  835-151B 

14 

:  t 

:--5 

•5 

5  25                  3  J 

FaJamrf  Caaural  1  mcemm  544-8888 

35 

_  i . 

s» 

3  52                  2 1 

B                    T  Rm  Pro  He*  To*  638-5860 

3  2 

115 

1555 

si 

2  52                  2  S 

«                     rdearryllx^tocaaM  544-8888 

B7 

*  :  * 

2535 

B74                 1 9 

B        K^mwstmrtrun  Trust  2^5^704 

U 

2-1:2 

D 

251                  13 

muuxtca  BmmHmsA  r-xm-mm  5^-8065 

3  2 

1LZ 

"5: 

51 

2  55                   1 .2 

**  i    s ;    j    2    12 
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1-800-759-5550  or  chevrolet.co 
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Driver.  Fleet  Manager.  CFO. 
It  accommodates  all  of  them  comfortably, 


hy  can  businesspeople  feel  more  comfortable  choosing  Impala5  over  Taurus  SE?  For  drivers,     |    M 

pala  has  more  standard  horsepower  and  overall  room  than  Taurus.  Fleet  managers  like  that 

pala  has  better  overall  fuel  economy:  And  for  CFOs,  Impala  has  a  higher  residual  value 

in  Taurus.'  Put  Impala  on  your  selector  list.  You'll  see  that  you  actually  can  please  everybody.     WE'LL  BE  THERE 


:d  on  EPA  eslimoted  MPG  of  Impala  3400  V6  engine,  20  ciry/32  highway  and  Ford  Taurus  3.0L  2V  V6  engine,   19  city/28  highway, 
sed  on  Residual  Value  Lease  Guide  of  1997-2000  models  from  Jonuarv  ihrouah  March  2000.  ©2000  GM  Coro   Buckle  ud.  America!  « 
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Booby  Prize 

Charlie  Minter  and  Martin  Weiner  have 
turned  market  timing  into  an  obsession. 
What  a  disaster,  i  by  michael  maiello 
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"I"   IS   NOW   "WE." 

MY   NEW  START-UP   HAS 
ONLY   ONE   KEY   SHAREHOLDER 

LIFE'S   LITTLE   LUXURIES 
JUST   GOT   SMALLER. 

THEY   SAY   HE'S   INHERITED 
MY  SMILE. 

ONE   DAY   HE'LL  INHERIT 
A   LOT  MORE. 


ANNUITIES 

TRUST   SERVICES 

ISABILITY  INCOME  INSURANCE 

LIFE   INSURANCE 

"IREMENT  SERVICES  /  401<k)  PLANS 

MUTUAL  FUNDS  /  INVESTMENTS 

LONG  TERM  CARE  INSURANCE 


Who  you  are  is  your 
business.  Life  insurance  is 
ours.  Let  us  show  you  how 
you  can  have  financial 
security  now,  as  well  as 
leave  something  behind. 
Visit  www.massmutual.com 


MassMutual 

FINANCIAL    GROUP 


THE   BLUE   CHIP  COMPANI: 


INSURANCE  CO.  (MASSMUTUAL),  SPRINGFIELD.  MA  01 1 11  ■  ESTABLISHED  IN  1851  •  A  FORTUNE  500  COMPANY  • 

ANAGEMENT  WITH  ITS  SUBSIDIARIES.  INCLUDING  OPPENHEIMERFUNDS.  INC.  AND  DAVID  L  BABSON  &  CO.  INC. 

through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  and  OppenheimerFunds  Distributor,  Inc. 
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FUND  SURVEY      TAX 
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A  Costly  Convenience 

Do  you  use  the  "average  cost  basis"  when  you  sell  funds? 
You  could  end  up  paying  above-average  taxes.  I  by  janet  novack 


AN      S         -  WHO 
mutual  funds  from  a  taxable 
Mint  had  to  paw  through  piles 
of  old  statements 

reinvested  dividends  to  figure  out  what 
d  paid  tor  the  shares. 

:rast.  most  mutual 
fund  i  lies  issue    .      end  state- 

re  cos     MSB 
shares  -  utterence  between  the 

basis  and  what  w .  -        our  shares 
s 

such  a  tortw    sp     cessbt      t  that 
e  dow  happ        i .   i hatever  basis 
the  :.  esref 

-    -  N .  i  d  Marcus 

•er  with  Marfcs.  Paneth  &  Shrcm. 


te  ooh  part  of 
oaaMu» 
report,  wv 
law  na  need  :o 
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or  if  you  use  software  that  makes  track- 
ing gains  easier  (e.g..  the  deluxe  ver- 
sion- Quicken  and  Microsoft's 
Monev.  or  wwwigainskeeper.c 

.  •  .  -our  own 

DOS 

sim- 
ple. But  with  software,  it's 
not  neariv  the  hassle  it 
used  to  be.  To  help 
here  -  .  .  -  .  course 
in  hind  basis  Note  that 
these  rules  c  ply  to 

change- traded  hinds  such 
ders  and  w~EBs> 
-     -  .  . 
age  t         -  :be  number 

.     .v  ...-  .-.. 
mhi  paid  tor  tout  sh 
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loads  or  convnissmns  you  pad  and 


Good  news: 
Funds  don't 
report  your 
tax  basis  I 
to  the  IRS. 
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cost  (including  reinvested 
you'd  have  a  gain  of  S3 1,700, 1 
top  long-term-gains  rate  of '. 

If,  however,  vou  specify  I 
March  shares  are  being  sold.i 
report  an  SI 8,000  short- 
that  you  coi 
offset  oth 

.000  of 
income. 

the 
shares  that  you  | 
will  be  lower  in  1 
thetical  than 
^ed.  so 
tax  might  be 
vou    have 
gains-tax  bite, ; 
even  m  mi 
the  low-basi 
charitv  or  leave  them  to ' 

One*  rwivc  sotd  shares  ■ 

..   .-  •-    _:  ..-  •_  .   .-_r  -_ 
with  the  method  for  that  I 
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They  then: 
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Janus  gets  to  the  bottom  of  a  company  before  your  money  goes  into  its  stock.  Plunges 
into  the  numbers.  Dives  into  the  data.  Then  keeps  going.  Looking  for  sparkling 
opportunities.  Keeping  an  eye  out  for  anything  fishy.  Deciding  if  a  company's  ready  to  sink, 
or  swim.  Think  anyone  else  will  work  this  hard  for  your  money?  Don't  hold  your  breath. 
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Janus  Special  Situations  Fund 

*-•••• 

ONE  VEAR                      THREE  YEAR                   LIFE  OF  FUND 

61.45°/   I   44.642    I   43.02% 

Vvi  rage  .mnuaj  total  returns 
and    Mornings  tar   overall 

rating  among  357'  domestic 
equity  funds  as  of  331  00. 
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HIGH-TECH 

FOR  HIGH  POTENTIAL 
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Think  four  methods  is  rkhcuM 
Chicago  tax  lawver  Kaye  The 
■fates  the  :  ■  ntrodu 

method — tr 

to  accommodate  owe 

ong  term  gains  that  wfl  I 
in  beginning  next  v. 
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erary,  and  to  reserve  your  cabin 

call  800/530-0770 

'tie  US  call  941/955-0323,  9:00  am  -  5:30  pm  ESI 

•sit  our  website:  www.intershow.con 


Produced  by 


InterSHb) 


/rweaZotA' 


Buenos  Aires  -  Valparaiso 
Crystal  Harmony 


Join  Steve  Forbes 
and  His  Family  for 
an  Investment 
Seminar  at  Sea 

Vd  LUce<  to  extend  my  personal 
Steve  Forbes    ^^y^,^  to  join  me,  Mid  my 

fajmily  as  wv  cruise-  the*  South  American,  cotut — 
January  29  -  February  10,  2001.  Don't  miss 
this  stimMiatina  Mid  informative,  Forbes 
Invutm&nt  Cruise-'. 


/&*(h^>- 


-Spend  12 
breathtaking  days  surrounded  by  tropical 
colors,  majestic  fjords,  and  glacier  peaks. 

y^  ^^  W^E        -Enjoy  a  rare 

opportunity  to  gather  with  renowned  industry 
leaders  and  today's  most  sought-after 
investment  advisors. 

-Whether  your  looking  for  a 
sanctuary,  a  haven  of  tranquility,  a  center  of 
activity,  or  a  heavenly  nest,  you'll  find  it 
aboard  the  world's  finest  luxury  cruise  line. 

\~a1  -Gain  specific  advice  to 

maximize  your  investment  portfolio. 

Kj  -View  the  steep  cliff's  and 

windswept  waters  of  Cape  Horn  while  relaxing 
and  networking  with  top  money  experts. 
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Surviving  the  Tech  Wreck 

Want  a  formula  for  successful  technology  investing? 

Internet  infrastructure:  good.  Internet  content:  bad.  I  by  daniel  lyons 
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and  1  Vll.  and  using  profits  to  buv  com- 
panies that  had  dipped  radically.  He 
snapped  up  Anha.  ait  Internet  business- 
-    ess  so  rtw-aremaker.  in  N  lav.  when 
S3    l  shut  ttow  one  of  the 
ale  holdings  in  his  Id,  it 

1116k  Another  bargain  he 
grabbed:        sign,  which  produces 
eseo        -        .ire.  This  one  traded  at 
-.    - 


long  in  a  tech  fund  portfolio  i 
-  They re  not  tech  stocks. "} 
a  retailer,  and  Yahoo  is  a  media  < 

Wireless  communications,  i 
networking  and  broadband  I 
Morris'  favorites.  Also  core  to 

Horseman  con 
\id:  undation  of  the 

build-out:  Cisco  Systems  (ttmab 
-. 

-.etwork! 
That's  the  same  stratee 
-er's  Invesco  Techno! 
a  Forbes  Best  Buy.  It  weathered  1 
i  quarter,  up  16%  far  the  1 
.     .  .-.-;■..._     :.:.:o 

components  makers  like  SIX,  i 
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(he  future  of  your  e-busir 
is  being  decided  right  he 


Do  you  really  know  what  goes  on  in  the  minds  of 
your  e-customers?  What  they  might  be  thinking 
about  buying?  Or  not  buying?  And  why?  That's 
where  you  need  e-Intelligence  from  SAS.  With 
e-Intelligence,  you  can  quickly  integrate  bricks- 
and-mortar  data  with  clicks-and-mortar  data.  To 
reveal  insights  that  can  help  you  optimize  online 
merchandising,  recognize  cross-selling  opportuni- 
ties, build  greater  customer  loyalty,  and  establish 
more  profitable  relationships  with  your  very  best 
e-customers.  To  learn  more  about  e-Intelligence 
from  SAS,  and  what  it  can  do  for  your  business, 
phone  1-800-727-0025  or  stop  by  www.sas.com. 


imes  are  registered  trademarks  <*  Hademarks  o(  SAS  Institute 
jirtaliori  6  2000  SAS  institute  Inc      35607US  0600 
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To  Your  Health 

With  an  aging  population  and  the  biotech 
boom,  health  care  funds  offer  great 
long-term  potential,  But  watch  out  for 
government  meddling.  I  by  Robert  langreth 

T 


-.  --. ,-. :  -  V  t  ..".;  ::■.-.-.  .r..rt^-.c  ..-.  s.t 
need  fix  medical  treatments  and  services 
as  the  population  ages.  The  genetic  revo- 
lution in  biology  is  set  to  produce  a 
steady  flow  of  new  drugs,  diagnostics  and 
medical  devices  to  help  meet  the  de- 
mand, while  a  prosperous  economy  will 
let  people  spend  lavishly.  The  case  against 
investing  in  this  sector  now  boils  down 
to  two  things:  Stock  prices  are  high 
die  government's  propensity  to  meddle. 
The  Vanguard  func  .ner  not 

only  by  dint  of  being  in  the  right  place  at 
the  right  time.  In  16  years  as  manager, 
;rd  Owens  has  skillfully  negotiated 
his  way  among  the  subsectors  of  drug, 
biotech  and  health  care  services  like  test- 
ing facilities,  which  move  independenth 
of — and  often  in  opposition  to — one 
another.  Owens  increased  his  exposure 
to  biotech  long  before  it  became  all  the 
rage  last  fall.  But  when  biotech  valua- 
soared,  in  January  and  February, 
he  lightened  up,  well  before  they  went 
the  other  way  in  March.  One  longtime 
biotech  holding  that  remains  is  Gen- 
zyme  General,  which  has  a  low  (for  a 
biotech  company]  P/E  of  32  and  nu- 
merous drugs  in  the  pipeline  that  could 


someday  come  through. 

:  a  I  has  more  than 
20%  of  his  portfolio  in  health  care 
service  companies,  which  fa  - 
generdh/imderpertbrmed  in  recent 

One  pick  is  Quest  Diagnostics, 
die  leading  provider  of  clinical  diagnos- 
■  :ts  for  doctors  and  hospitals.  .Al- 
though its  shares  have  tripled  this  year, 
Owens  thinks  Quest  still  has  room  to 
grow.  He  predicts  the  company  should 
benefit  as  doctors  start  demanding  new 
gene-based  diagnostic  tests  for  their  pa- 
tients, such  as  new  methods  for  genotyp- 
ing  the  AIDS  virus.  Owens  also  likes  EMS 
Health,  which  sells  market  research. 


n 


manager  Six-year  manager  John! 
steered  Invesco  Health  Sciences fund,; 
other  Best  Buy,  to  a  15  :'<:  retu 
second  quarter.  The  pickings  are 

ays,  with  more  experimerr 
drugs  in  late-stage  human  testing 
ever  before.  One  big  Invesco  h 
\  ledlmmune,  which  is  developing  a  i 


Medicare  drug  subsidies  are  likely. 
If  price  controls  follow,  look  out  below] 


Drug  companies,  which  make  up 
about  three-quarters  of  the  health, 
sector  by  market  cap,  are  a  core  holding 
for  any  health  care  fund,  but  expensive. 
Owens  got  in  early  on  Pharmacia,  which 
he  likes  because  of  its  topflight  manage- 
ment, good  pipeline  and  relativel 
upcoming  patent  expirations.  The  P  E  is 
52,  to  the  S&P  500's  30. 

Having  an  eve  for  innovations  that 
will  deliver  is  vital  for  a  health  care  fund 


vaccine  that  could  help  protect 
cervical  cancer. 

What  about  political  risk?  Me 
subsidizing  of  drur  >eems  1 

evitable,  and  price  controls  could  foil 
in  their  wake.  Yolanda  McGettigan,  nl 
portfolio  manager  for  the  Fidelity-  Sel^ 
Health  Care  fund,  will  be  a  lot  less  1 
on  drug  stocks  if  Democrats  some 
manage  to  sweep  both  Congress  and  1 
presiden. 


SALUBRIOUS  RETURNS:  TOP  SELECTIONS  FOR  HEALTH  AND  BIOTECH 
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YOU'RE  CHANGING  JOBS  AND  MUST  DECIDE  HOW 
TO  INVEST  YOUR  401(k)  ROLLOVER,  SO  YOU: 


]  Throw  darts  wildly  at  the  stock  listings  in  the 
financial  section.  How  badly  can  you  do,  right? 

Q  Talk  to  some  guy  who  has  a  friend  who  has  a  friend 
|     who  knows  about  stocks,  or  is  that  bonds? 

Call  the  Rollover  Specialists  at  T.  Rowe  Price.  This  is 
serious  money.  You  can't  afford  to  make  a  mistake. 


Invest  With  Confident 

T.RoweRice 


'lit 


Call  the  Rollover  Specialists  at  1-800-541-1725 

Get  advice  on  how  to  invest  your  rollover.  Our  Rollover  Investment  Service  kit  provides  everything  you'll  need  to  get  started. 

www.troweprice.com 


One-Bet  Funds 
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ant  to  bet  on  a  sector  rather  than  a  stock,  a  fund  is  a 
'O  do  it.  Here  are  the  se:*:r  funds  that  rank  high  in  risk-adjusted 

performance  and  cost  efficiency.    =•  -= :  1 11:3  ss  s 
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Alcoa  Innovation 
Takes  Shape  in  Iowa 
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«  ckwell 
Collins 
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The  world's  largest,  most  technologically 
advanced  aluminum  rolling  mill  is  in 
Iowa.  From  this  high-tech  facility, 
millions  of  tons  of  the  highest  quality 
aluminum  is  made  for  such  products  as 
the  Boeing  777,  NASA's  Space  Shuttle 
and  the  Plymouth  Prowler. 

High-tech  innovation  is  quite  common 
in  Iowa's  advanced  manufacturing 
businesses.  It's  especially  true  at  Alcoa 
Mill  Products  in  Bettendorf,  where 
more  than  2,600  Iowans  produce  rolled 
aluminum  to  exacting  specifications  for 
industries  around  the  world. 

"Our  customers  have  high 
expectations.  That's  because  of  the  high 
quality  that  is  required  by  our  global 
customers  to  produce  their  end 
products,"  says  John  W.  Collins  III, 
president,  Alcoa  Mill  Products. 
"Alcoa's  Iowa  workforce  has  the 
technical  knowledge,  critical  thinking 
skills,  and  commitment  to 
manufacturing  excellence  that  are  the 
strength  behind  quality  products  the 
world  over." 

To  find  out  more  about  Iowa's 
innovative  solutions  to  your 
business  location  needs,  call 
1-800-245-IOWA  or  e-mail 
Smarts  tate  @  ided.state.ia.us. 
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Natural  Resources 

:  me  forest  procL  il  mining  and  un- 

vim.smallerstakES  in  energy  concerns. 

The  sector  had  a  21.6%  return  for  all  of  1999  but  is  down 

2  .00. 
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Best  Buy  T.  Rowe  Price  New  Era  Fund  beat  the  sector  av- 
erage so  far  this  year  with  :  returns.  The  fund  has  re- 
cently shifted  subsector  allocation  to  56%  in  energy  stocks, 
hoping  to  cash  in  on  their  high  performance.  This  SI -2  bil- 
lion fund  is  well  diversified  across  companies,  with  4.6%  of 
assets  going  to  Exxon  Mobil,  its  top  holding. 

Socially  Conscious 

These  funds  screen  for  investments  in  companies  that  reflect 
various  social  standards,  such  as  environmental  sustainabil- 
ity  or  religious  conservatism.  Such  rigid  rules  prevent  these 
funds  from  maximizing  returns:  Since  1995  the  annualized 
return  of  such  funds  is  18%,  compared  with  21.7%  for  the 
S&P  500.  The  group  also  has  S1.86  in  expenses  per  $100  in 
assets,  well  above  the  S 1 .59  for  stock  funds,  excluding  them 
from  our  Best  Buys.  Among  the  stars  in  this  segment  is  Cit- 
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izens  Emerging  Growth,  with  S386  million  in  assets.  This 
fund  returned  23.3%  in  the  first  half  of  the  year  despite  hav- 
ing 5-  its  portfolio  in  technology.  The  fund's  biggest 
holding:  Millipore  Corp. 

Emerging  Markets 

While  the  average  return  for  emerging  funds  was  up  70.9% 
in  1999,  this  year  the  average  fund  is  down  by  8.6% 


Scunner  Latin  America 

Laxingron  tfornwide  L-nerpng  Mkrs 

:  aeiiri  Lnerjing  Marten 


1LSX 

La 

1.35 

L3fl 

through  June.  This  volatility  won't  go  away — nor  will  e 
endless  optimism  that  many  emerging  markets  will  gi » 
faster  than  the  U.S.'  in  the  years  ahead.  Though  it  did  m 
make  our  Best  Buy  list,  because  it  hasn't  been  around  lop 
enough  to  be  rated,  the  Scudder  Latin  America  Fund  {%M 
million  assets)  bettered  its  peers.  The  fund,  which  ham 
-  :  loss  in  the  first  half  of  2000,  has  its  biggest : 
Mexico,  53%,  and  Brazil,  38%. 

Precious  Metals 

Wasn't  there  a  time  when  gold  was  supposed  to  be  a : 
value?  Not  for  the  past  two  decades,  and  wr_  ;e  of  { 
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falling  24.4%  in  the  past  five  years,  it's  not 
average  gold  fund  chalked  up  a  -13 .5%  an 


the  same  period.  Perhaps,  someday,  the  gold  bugs  will  be  rig| 
For  those  who  still  hold  out  such  hope.  Vanguard  Gold  i 
Precious  Metals  fund  is  the  best  of  a  bad  batch.  This  fund  i 
onh  expenses  per  SI 00  in  assets  and  a  five- 

nualized  total  return  of  -9%.  Plus,  with  30%  of  its  he 
nongold  stocks,  this  fund  mav  capitalize  on  opportunities  1 
have  thus  far  eluded  the  gold  market 

Communications 

Second  only  to  the  technology  sector,  these  funds  were  ■ 
top  performers  in  1999  with  average  returns  oi  79%.  m 
what  was  hot  yesterday  is  cold  todav:  CommunicatioB 
funds  are  down  2.9%  through  the  first  half  of  the  vear. 
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Still,  a  few  funds  have  managed  to  make  money  t 
foot  Invesco  Telecommunications,  a  S3."  billion  fund,  o  ■ 
performed  all  Best  Buys  in  this  sector  with  8.c>%  returns.  I 
vesco's  big  holdings  include  Nortel  Networks  and  Ci^' 
Svstems. 
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oday,  we  have  more  energy  than  ever 


American  Electric  Power  and  Central  and  South  West 
Corporation  have  merged  to  create  a  newAEP.  We're 
ww  one  of  the  largest,  strongest  and  most  diversified 
nergy  companies  anywhere.  We've  always  offered 
liable,  low-priced  electricity  and  top-notch  customer 
rvice.  That  won't  change.  But  now  we  offer  so 


much  more.  We're  a  leading  electricity  producer, 
trader  and  distributor  with  interests  in  fiber-optic 
networks  and  e-business  initiatives.  That  means  we 
can  offer  customers  a  range  of  innovative  energy 
solutions.  AEP  truly  has  more  energy  than  ever.  We 
look  forward  to  putting  it  to  work  for  you. 
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POWER 


www.aep.com 
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Banking  on  Banks 

If  you're  pretty  sure  the  Fed  has  finished  raising  rates, 
buy  a  financial  services  sector  fund.  I  by  brett  nelson 


ALAN  GREENSPAN  HAS  PUT  A  CURSE 
on  the  financial  services  sector. 
Funds  specializing  in  banks,  brokers 
and  insurers  have  on  average  lagged  the 
market  by  10  points  over  the  past  year,  a 
period  that  almost  precisely  corresponds 
to  the  epidemic  of  rate  hikes  by  the  Fed- 
eral Reserve  (six  in  all,  totaling  1.75  per- 
centage points  in  the  past  13  months). 

Rising  Fed-funds  rates  eat  into  the 
spread  banks  earn  between  borrowing 
costs  and  loan  interest.  That's  because 
their  sources  of  funds  (like  short- 
term  certificates  of 
deposit)  respond 
pretty  quickly  to  in- 
terest rate  rises  while 
their  loan  portfolios 
respond  more 
slowly.  The  Fed's 
actions  also  have 
helped  put  a 
damper  on  stocks 
and  bonds,  creating 
problems  for  bro- 
kers (which  trade 
them)  and  insurers 
(which  use  them  for 
income).  Is  Greenspan 
finished  tightening? 

A.  Lanny  Thorndike,  comanager  of 
Century  Shares  Trust,  thinks  so,  and  fig- 
ures it's  time  for  a  big  turnaround  in  fi- 
nancial funds.  They're  certainly  cheap, 


trading  at  17  times  trailing  12-month 
earnings.  The  S&P  500  index  goes  for  30 
times.  Two  Forbes  Best  Buys  in  this  area, 
Century  and  Invesco  Financial  Services, 
have  portfolios  trading  at  slighdy  richer 
P/Es  of  22  and  23,  respectively,  according 
to  Morningstar.  (Thorndike  says  it's 
more  like  15.) 

Founded  in  1928,  Century  Shares  is 
perhaps  the  oldest  sector  fund  around. 
Insurers  like  American  International 
Group  and  MBIA  make  up  60%  of  its  38 
holdings.  Thorndike  hunts 
for  earnings  quality, 
steering  clear  of 
banks  that  pull 
stunts  like 
shrinking  loan- 
loss  reserves  to 
bolster  profits.  He 
recently  added  in- 
surer Cigna,  which 
trades  at  13  times 
estimated  2000 
earnings,  yet  offers 
the  prospect  of 
15%  profit 

growth.  Another 
pick:  Fiserv,  a 
back-  o  ff  ice 
processor  for  banks,  with  30%  growth 
and  a  forward  P/E  of  25.  A  mix  of  good 
performance  and  low  expenses  puts  this 
fund  on  the  Forbes  Best  Buy  list. 


Invesco  Financial  is  another  Best  B 
Jeffrey  Morris,  chief  stock  picker  sii 
March  1997,  prefers  banks  that  minim 
traditional  retail  activities  such  as  cc 
sumer  loans  and  checking  accounts, 
has  positions  in  Northern  Trust,  heav\ 


Financial  sector 
funds  trade  at  a 
P/E  of  17— the 
S&P  goes  for  30 

estate  planning  and  investment  mana 
ment;  Bank  of  New  York,  also  known 
estates  and  trusts,  as  well  as  securities  c 
todial  work;  and  Providian,  a  fast-grc 
ing  credit  card  outfit  whose  stock  gca 
little  cheaper  this  year  after  regulatj 
cracked  down  on  its  fees.  The  Moid 
view  on  interest  rates:  "If  the  Fed's 
done,  it's  close  to  being  done." 

Carl  Dorf,  portfolio  manager  of 
Pilgrim  Bank  &  Thrift  fund  and  a 
year  veteran  of  the  sector,  likes  baj 
with  loss  reserves  at  least  1.4%  of 
loan  portfolio  and  equity — less  go< 
will — at  least  6%  of  total  assets.  Co 
erica  and  UnionBanCal  qualify,  wr 
First  Union  does  not. 


DOWN-BUT  FAR  FROM  OUT:  THE  BEST  OF  THE  BATTERED  FINANCIAL  SECTOR 
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1  Invesco  Financial  Services-lnv  525-8085 
Fidelity  Select-Financial  Services/544-8888 

'  Century  Shares  Trust  321-1928 
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•  Bost  Buy   Tax  efficiency,  t  i  performance  The  most  efficient  funds,  rated  I.  have  relatively  small  tax  liabilities. 
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Which  e-mail  device  would  you 
rather  put  in  your  pocket? 


Call  1-800-604-9794. 
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Stock  Funds 


The  stock  market  has  delivered  three  bull  markets  and 
suffered  three  bear  markets  during  the  past  40  months 
Our  rating  system  evaluates  funds  during  four  such  cyces 
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SALES 

CHARGE 

(%) 

ANNUAL 

EXPENSES 

PER 

$100 

Standard  &  Poor's  500  stock  average 

17.$% 

198" 

Forbes  stock  fund  composite 

15.9:: 

17.8C. 

34 

$109 

c 

Alger  Fund-6r«wth-A/992-3863 

20.6 

29.0 

3 

1,314 

45 

65.5 

4.75 

1.20 

D 

Alger  Fund-Small  Capitalization-A  992-3863 

12.6 

16.0 

3 

545 

45 

2.6 

4.75 

1.34 

1        D 

Alliance  Fund-A/227-4618 

14.3 

10.7 

5 

1.131 

23 

3.8 

4.25 

1.06 

C        B 

Alliance  Growth  &  lncome-A/227-4618 

15.1 

16.8 

4 

4.655 

25 

22.1 

4.25 

0.93 

0 

Alliance  Quasar  Fund-A/227-4618 

11.3 

6.4 

3 

1,148 

35 

1.3 

4.25 

1.69 

k        0 

Alliance  Technology  Fund-A/227-4618 

28.8 

46.5 

1 

12.260 

51 

22.3 

4.25 

1.68 

c     c 

Amcap  Fund-A/421-4120 

16.5 

24.7 

5 

7.569 

37 

16.4 

5.75 

0.68 

A       F 

American  Century-Giftrust  345-2021 

21.2 

25.1 

1 

2.101 

50 

6.9 

none 

1.00 

I      c 

American  Century-Growth  Fund-l/345-2021 

17.4 

29.2 

5 

10,418 

44 

113.0 

none 

1.00 

I        D 

American  Century-Heritage  Fund-l/345-2021 

15.8 

21.4 

3 

1.714 

40 

4.6 

none 

1.00 

D       B 

American  Century-Select  Fund-l/345-2021 

14.9 

22.6 

5 

7.466 

41 

116.3 

none 

1.00 

a      0 

American  Century-Ultra  Fund-l/345-2021 

22.7 

24.6 

3 

41.682 

50 

95.3 

none 

1.00 

F 

American  Century-Vista  Fund-l/345-2021 

15.4 

26.2 

1 

2.339 

49 

9.9 

none 

1.00 

A* 

American  Gas  Index/343-3355 

10.2 

12.0 

2 

208 

27 

4.8 

none 

0.85 

C 
A* 

American  Growth  Fund-D/525-2406 

10.2 

3.6 

1 

83 

36 

110.3 

5.75 

1.95 

American  Mutual  Fund-A/421-4120 

11.7 

6.9 

5 

8,138 

20 

17.7 

5.75 

0.57 

A 

AmSouth  Value  Fund-A2, 451-8379 

12.4 

7.9 

4 

618 

18 

9.8 

4.50 

1.35 

C 

API  Trust-Growth/544-6060 

13.4 

17.1 

5 

93 

NA 

NA 

1.50 

2.42  a 

B 

Ariel  Appreciation  Fund/292-7435 

12.7 

11.8 

3 

298 

18 

3.0 

none 

1.29 

B 

B 

Ariel  Fund/292-7435 

11.5 

10.6 

4 

258 

19 

1.0 

none 

1.28 

AXP  Blue  Chip  Advantage-A  437  4332 

16.0 

15.8 

2 

4,261 

37 

85.5 

5.75 

0.89 

D 

AXP  Discovery  Fund-A/437-4332 

10.4 

4.3 

4 

559 

27 

1.1 

5.75 

1.15 

D 

AXP  Equity  Select-A  437  4332 

16.6 

21.9 

4 

1.860 

45 

12.8 

5.75 

0.98 

B 

AXP  Equity  Value-A/437-4332 

12.5 

6.6 

5 

2,110 

24 

37.9 

5.75 

0.94 

D 

AXP  Growth  Fund-A/437-4332 

20.2 

24.6 

1 

9.216 

46 

92.8 

5.75 

0.97 

C 

AXP  New  Dimensions-A/437-4332 

19.8 

24.0 

2 

24,247 

42 

99.1 

5.75 

0.93 

C 

AXP  Progressive  Fund-A/437-4332 

9.8 

4.7 

3 

340 

24 

3.9 

5.75 

1.07 

B 

AXP  Stock  Fund-A/437-4332 

14.3 

14.0 

3 

3.791 

38 

68.6 

5.75 

0.88 

1 

D 

AXP  Strategy  Aggressive-A/437-4332 

18.1 

33.8 

4 

3,193 

42 

4.5 

5.75 

1.07 

»♦ 

AXP  Utilities  lncome-A/437-4332 

13.8 

16.1 

3 

2,126 

29 

15.0 

5.75 

1.03 

C 

Babson  Enterprise  Fund/422-2766 

11.8 

2.2 

5 

112 

20 

0.1 

none 

1.14 

c 

Babson  Growth  Fund/422-2766 

16.1 

21.4 

5 

525 

47 

57.0 

none 

0.79 

B 

Babson  Value  Fund/422-2766 

12.8 

3.6 

2 

529 

20 

10.8 

none 

0.96 

D 

Baron  Asset  Fund/992-2766 

15.9 

11.6 

1 

4,809 

42 

3.9 

none 

1.31 

B 

C 

Bartlett  Basic  Value-P/800-3609 

10.9 

5.5 

5 

58 

28 

64.1 

4.75 

1.16  a 

,  Berger  Growth  &  Income/333-1001 

20.3 

32.6 

5 

614 

49 

51.9 

none 

1.34 

D 

Berger  Growth  Fund3/333-1001 

20.2 

26.6 

5 

1.874 

55 

36.8 

none 

1.30 

B 

Berger  Small  Cap  Value-lnv,  333-1001 

14.3 

12.5 

3 

676 

19 

0.9 

closed 

1.31 

C 

BlackRock  Urge  Cap  Growth  Eq-lnv  A/441-7762 

17.1 

28.4 

3 

170 

49 

123.5 

4.50 

128  a 

C 

Wm  Blair-Growth-N/742-7272 

17.6 

20.6 

2 

714 

45 

23.0 

none 

1.11 

D 

Brandywine  Fund/656-3017 

19.3 

20.4 

3 

6.349 

40 

9.9 

none 

1.05 

B 

Bridges  Investment  Fund/939-8401 

14.9 

19.7 

1 

75 

37 

57.3 

none 

0.73 

B 

Burnham  Fund-A/874-3863 

15.9 

24.6 

2 

216 

37 

110.2 

5.00 

1.34  a 

B 

Calvert  Social  lnv-Equity-A/368-2748 

11.1 

16.1 

2 

267 

34 

15.5 

4.75 

1.28 

ft* 

Capital  Income  Builder-A/421-4120 

12.4 

7.0 

3 

7,296 

17 

9.6 

5.75 

0.64 

" 

RULES  PAGE  2 

)7      FOR  MC 

RE  FUNDS: 

WWW.FORBES  COM/FUNDS 

1 

ir  return  6/30/97  through  6/30/00.  Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I.  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  of 
by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  not 
'..  formerly  AmSouth  Equity  Fund.  3Formerly  Berger  One  Hundred  Fund. 
Forbes.  Upper  Inc.:  Momingstar  Inc. 
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I  WILL   FIND  A   SIMPLE  WAY  TO    ROLL    OVER 

MY  401(k)   SAVINGS  WHEN   CHANGING  JOBS. 


jonya  Seng 

FIDELITY    INVESTOR 


Fidelity 


investments 


WE  HELP  YOU  INVEST  RESPONSIBLY5 


ROLLOVER 
EXPRESS 


ONLINE 


Fidelity  Rollover  Express'"  can  make  it  easy  to  roll  over  anc 
consolidate  your  eligible  employer  plan  savings  without  tax 
consequences.  By  rolling  over  your  eligible  retirement  savings 
at  Fidelity,  you  get  access  to  a  wide  range  of  investment 
choices  and  funds  with  a  history  of  solid  performance.  Fidelity's 
Rollover  Specialists  will  even  help  manage  the  details: 

1  Contact  your  former  employer 

2  i   Speed  up  the  transfer  of  funds 

Help  you  identify  an  investment  strategy 

And  now  that  Fidelity's  Rollover  Express  is  available  online, 
it's  easier  than  ever  to  roll  over  your  eligible  401  (k)  savings. 

»LL    OVER   YOUR    RETIREMENT   SAVINGS  CALL  1-800-544-5650  OR 


1SIT      FIDELITY.COM/ROLLOVER 


a  Fidelity  customer  and  was  compensated, 
'mplete  information  on  any  Fidelity  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results 

ices.  Inc.  Member  NYSE,  S1PC.  300045 


rurcu    o  u  n  f  u  i 


%j  i  u  \j  r\    ■  w  i 


ANNUALIZED 
JflimjEIBUL 


FSNS 


3  31  90  Ti 
6  39  SO 


3 -TEA* 


ASSETS 
TAI  (30  00 

GRADE-        (SMIL) 


HEOIAM  NAIIMIM 

WEIGHTED       MAIIET  SALES 

AVERAGE             CAP  CHARGE 

P  E                  SAIL  {%) 


EI  PEN  | 


Standard  &.  Poor's  500  stock  average 


17.6%        19.8' i 


Forbes  stock  fund  composite 

15.9S 

17.8% 

34 

B 

A        Enterprise  Greap-Eanity  tacit  A/432- ; 

7.0 

3 

140 

27 

41  2 

B 

C        Enterprise  6reea-6rewTh-A  432-4320 

19.0 

18.9 

1 

2222 

39 

85.4 

4.75 

0 

B        EauiTmst-Blee  Csip-A  247-4170 

13.5 

11.4 

1 

61 

35 

117.4 

5JM5 

174J 

A        EnniTnist-Valne  6rewtk-A  247-4170 

5.7 

-11.3 

3 

62 

19 

7.3 

5.00  b 

* 

•        Evergreen  Aggressrve6rewth-A  343-2898 

21.4 

222 

2 

233 

48 

21.1 

4.75 

1.18  J 

C        Evergreen  Bine  Caip-A  343-2898 

14.3 

18.8 

4 

973 

:: 

72.3 

1.20 1 

A     |  Evergreen  Enaity  laceae-A  ~:±l 

12.4 

8.1 

4 

85 

23 

40.8 

4.75 

1 18 1 

C        Evergreen  Fnnd-A  5  4  3  -2898 

13 : 

10.8 

1 

791 

41 

97.1 

4.75 

1.39  J 

C        Evergreen  Grtwtti  A  Inctme-A  24 

144 

9.5 

1 

967 

32 

108 

4.75 

1.43J 

B        Evergreea  Grew*  Faad-A'  2-13-2898 

17.7 

19.6 

3 

557 

40 

L3 

4.75 

1.30 1 

A        Evergreen  Inctme  A  Grtwth-A  24  2  2S98 

10.1 

7.9 

3 

169 

18 

3.6 

4.75 

1.461 

6        Evergreen  Onega  Fuad-A  343-2898 

20.4 

34.6 

3 

2.076 

-2 

37.7 

4.75 

1.30 1 

B        Evergreen  Sauil  Ceajaaay  Grewrk-A  343  2898 

16.8 

18.9 

4 

1.157 

22 

12 

4.75 

1.17 1 

C        Evergreen  Strategic  Grewrk-A  24  2-2898 

17.8 

27.2 

5 

1.209 

47 

71.4 

4.75 

1.00 1 

A         Evergreen  Utility  Fnad-A4  3-13-2898 

12.8 

22.5 

4 

402 

22 

13.6 

1.03  J 

■        Evergreen  Value  Fund  A  3  4  3  -2898 

12.3 

8.2 

4 

595 

25 

38.2 

4.75 

1.00I 

C         Eicelsitr  -  Blended  Epnity-A  448-1012 

17.6 

22.8 

1 

979 

40 

109.1 

-:-; 

0.97 1 

B         F AM  Value  Fund  332-3271 

12.9 

7.7 

1 

328 

15 

L3 

■:-=. 

1.23 1 

B        FascianaFnnd  242-6050 

135 

U 

1 

268 

25 

1.2 

nam 

1.201 

B         Federate*  American  Leaders-A  341-7400 

145 

10.2 

: 

3.543 

. 

14.5 

5.50 

1  22  J 

18.1 

257 

2 

666 

33 

12.0 

5.50 

1.20 1 

B         Federated Eanity lacttte-A  :^:~- 2 2 

164 

13.8 

2 

1.880 

34 

72.0 

5.50 

l.osj 

B        Federated  Grewrh  Strategies-A 

17.9 

5 

1.653 

a 

12.0 

5.50 

1 18 1 

B         Federated  Stack  Tmst  341-7400 

142 

10.0 

5 

1.432 

22 

16.8 

mm 

1  00 1 

f 

A>       Federated  Utility  A 

11.8 

9.5 

5 

596 

35 

26.1 

5.50 

1  23  1 

C         Fidelity  Adviser  Grewtk  Oppers  T  2 2 2-7297 

166 

11.2 

2 

21396 

25 

33.9 

3.50 

1.12 1 

C        Fidelity  Adviser  Value  Sttafegies-T  522-7297 

126 

10.7 

4 

487 

19 

0.6 

3.50 

1.181 

C         Fidelity  Bine  Clip  Grewtti 

212 

23.6 

2 

302 

-2 

80.7 

.  i 

0.79 1 

D         Fidelity  Capital  Appreciates  544-8888 

15.3 

21.4 

3 

3.677 

40 

12.1 

-:-; 

0  90| 

* 

B         Fidelity  Ctntrafnnd  244-9888 

21.1 

21.5 

4 

44.469 

36 

34.5 

.    .  .  .  - 

.    BObbbI 

0.62  I 

C        Fidelity  Destiny  Perrfelit  1 

174 

11.7 

4 

6424 

25 

38.4 

::• 

0.31 1 

C         Fidelity  Destiny  Ptrtftlie  II  544-8888 

205 

21.5 

4 

6.262 

32 

56.1 

-  J-  - 

0  54  1 

C        Fidelity  Disciplined  Emm, 

178 

21.3 

4 

3.756 

33 

51.6 

•;•; 

0.74 1 

B         Fidelity  Equity  Inctme  544-8888 

145 

9.2 

3 

20.406 

24 

53.0 

■aj 

0.67  1 

c 

C        Fidelity  Fend  544-8888 

17.4 

21.6 

3 

17.471 

38 

65.6 

none 

O.53J 

B        Fidelity  Grewrh  A  lactate  544-8888 

18.0 

163 

2 

-2  297 

M 

88.4 

::s=: 

0.66  1 

* 

B        Fidelity  Grewrh  Ctapany  544-8888 

23.1 

38.1 

2 

33.681 

16.7 

:-e 

0  861 

B        Fidelity  lew-Priced  Stack  544-3888 

17.3 

7.9 

3 

6.095 

17 

05 

3.00 

0.92  1 

■ 

C        Fidelity  Magellan  Fend  544-8888 

18.3 

22.2 

3 

104.718 

34 

88.6 

:  :sc- 

0  74  1 

B        Fidelity  8TC  Ferritin  544-8888 

23.0 

38.6 

3 

15.076 

45 

13.6 

-:•; 

0.75  1 

A>       Fidelity  Real  Estate  Investment  544-8888 

11.9 

2.1 

2 

815 

23 

2.7 

nana 

0  88  j 

B        Fidelity  Retirement  Grewrh  544-8888 

13? 

33.9 

5 

9.289 

44 

26.4 

nana 

0.87  1 

A- 

D        Fidelity  Select -Banking  544  8888 

198 

36 

4 

397 

17 

20.0 

3.00 

1191 

C         Fidelity  Select- Bitiechnaltgy  544 -3888 

25.5 

515 

3 

4,392 

43 

4.5 

3  00 

1.15  I 

** 

B        Fidelity  Select-Ctmp jters  544-8888 

33.8 

586 

5 

3.551 

51 

28.0 

100 

1051 

A         Fidelity  Select- Eeerjy  2— 3888 

103 

137 

2 

240 

36 

10.4 

3.00 

125 

0 

r        Fidelity  Select-Energy  Service  544-8888 

12  4 

158 

1 

820 

52 

42 

3.00 

120  J 

RULES  PAGE  207   FOR  MORE  FUNDS:  WWW  FORBES  COM  FUMDS 


'"r- '  ised  on  past  performance  The  most  efficient  funds  graded  I  have  relarively  smalt  tax  liabilities  a.  Net  of  absorption! 

.";;-    b  Includes  back-end  load  rhat  reverts  to  otsmbutor    r  Distnbutor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA.  Not  avail  j  . 
applicable    'Avaiible  only  through  monthly  :  .-an     Formerly  Mentor  Growth  Portfolio.  *F»eflecrs  performance  of  ABT  Utility  prior  to  June    5 


)    R    B    E    -    ■ 


have  to  hear  Til  get  back  to  you"  a< 


Seamless  integration.  It  means  your  employees  can  access 

customers'  data  immediately.  And  give  them  the  right  answers  quickly. 
It's  just  part  of  what  happens  when  you  combine  IBM's  leadership  in  e-business  solutions  with 

Siebel's  leadership  in  e-customer  relationship  applications. 


jason  becton,  busy  custo 


customer  i  vial  ion-Inn 


ibm-siebel.com 


UMU      WWI1V 


\J     ■      W    \*    M\ 


MARKET 
PERFORMANCE 


UP      DOWN 


FUND/800  PHONE 


ANNUALIZED 
JUHALREJURU 


5/31/90  TO 
6/30/00 


3-YEAR 


ASSETS 

TAX         6/30/00 

GRADE1        (SMIL) 


WEIGHTED 
AVERAGE 

P/E 


MEDIAN  MAXIMUM 

MARKET  SALES 

CAP  CHARGE 

(SBIL)  (%) 


PER 
$100 


Standard  &  Poor's  500  stock  average 


17.6% 


Forbes  stock  fund  composite 


15.9% 


19.8% 


17.8% 


34 


$1.09 


A+ 

D 
B 
A* 
B 


D 

A* 

A+ 


Fidelity  Select-Financial  Services/544 
Fidelity  Select-Food  &  Agriculture/544 
Fidelity  Select-Health  Care/544-8888 
Fidelity  Select-Home  Finance/544- 
Fidelity  Select-lnsurance/544-8888 


20.2 
12.7 
22.9 
19.7 
16.6 


11.4 

3.6 
22.2 
-5.5 
11.8 


426 

110 

2,722 

219 

65 


19 

25 
37 
14 
17 


35.2 

18.0 

65.5 

6.6 

7.6 


3.00 
3.00 
3.00 
3.00 
3.00 


1.17 

1.29 
1.05 
1.37 
1.36 


A* 

A* 


C 
C 
B 
D 
D 


Fidelity  Select-Leisure/544  -8888 
Fidelity  Select-Medical  Delivery/544-8888 
Fidelity  Select-Retailing/544-8888 
Fidelity  Select-Software  &  Comp/544-8888 
Fidelity  Select-Technology/544-8888 


18.8 
10.8 
17.1 
29.1 
34.4 


26.1 
-7.7 
19.4 
44.8 
63.4 


286 

64 

69 

1,359 

7,405 


38 
22 
33 
47 
55 


32.9 
2.7 
21.4 
20.9 
19.5 


3.00 
3.00 
3.00 
3.00 
3.00 


1.12 

1.67 
1.20 
1.11 
1.04 


A 
D 


Fidelity  Select-Telecom/544-8888 
Fidelity  Select-Utilities  Growth/544 
Fidelity  Spartan  500  Index/544 -8888 
Fidelity  Trend  Fund/544-8888 
Fidelity  Utilities  Fund/544 -8888 


21.4 
18.1 
17.3 
13.3 
17.2 


35.4 
29.4 
19.5 

13.6 
26.0 


1,562 

695 

10,204 

1,521 

3,032 


43 
31 
32 
34 
32 


53.8 
26.5 
81.2 
15.4 
47.9 


3.00 
3.00 

none 
none 
none 


1.09 
1.04 
0.19  a 
0.51 

0.79 


C 

c 

A 


Fidelity  Value  Fund/544-8888 
Fifth  Third  Cardinal  Fund-A  282-5706 
First  American  Mid  Cap  Growth-A/6  37-2  548 
First  Eagle  Fund  of  America-V/451-3623 
First  Investors  Blue  Chip-A/423-4026 


12.5 
15.9 
20.6 
15.7 
14.7 


2.4 
20.7 
29.5 
13.5 
17.8 


3,508 
243 
259 
452 
712 


17 
42 
NA 

26 
41 


2.3 

101.4 

NA 

4.4 

50.3 


none 
4.50 
5.25 

none 
6.25 


0.49 
1.04 
1.14  a 
1.40 
1.32 


First  Investors  Total  Return-A/423-4026 
Firstar-Equity  Index-Retail  A/228-1024 
Firstar -Growth  &  Inc-Retail  A/228-1024 
Firstar-Special  Growth-Retail  A/228-1024 
Flag  Investors  Communications-A 767  3524 


11.1 

16.9 
14.9 
14.6 
21.3 


13.4 
19.0 
14.8 
9.1 
39.9 


132 
156 
183 
103 
2,449 


39 
36 
33 
39 
37 


38.1 
89.6 
45.5 
5.1 
33.3 


6.25 
5.50 
5.50 
5.50 
5.50 


1.40  ai 
0.61  a 
1.17  a 
1.19  a 
0.96 


D 
D 
A 
C 


A* 
F 
D 
C 


C 
G 

r 
e 

3 
8 


Flag  Investors  Emerging  Growth-A/767-3524 

Flex  funds-Highlands  Growth/325  3539 

Flex-funds-Muirfield/325-3539 

Fortis  Advantage -Capital  Apprec-A/800-2000 

Fortis  Equity-Capital  Fund-A/800-2000 


Fortis  Growth  Fund-A/800-2000 
FPA  Capital  Fund/982-4372 
FPA  Paramount  Fund/982-4372 
Franklin  Asset  Allocation-A/342-5236 
Franklin  Balance  Sheet  Invest/342-5236 


Franklin  DynaTech  Fund-A/342-5236 
Franklin  Equity  Fund-A/342-5236 
Franklin  Equity  lncome-A/342-5236 
Franklin  Growth  Fund-A/342-5236 
Franklin  Mutual-Beacon-A/342-5236 
Franklin  Mutual-Shares-A  342  5236 


Franklin  Mutual-Qualified-A/342-5236 
Franklin  Rising  Oividends-A/342 -5236 
Franklin  Utilities  Fund-A/342-5236 
Fundamental  Investors-A,  421-4120 
Gabelli  Asset  Fund/422-3554 
Gabelli  Growth  Fund/422-3554 


13.0 
13.8 
12.4 
19.2 
16.0 


18.9 
18.2 
11.8 
46.2 
22.8 


99 

52 

129 

369 

682 


42 

36 
36 
43 
45 


1.2 
81.7 
75.0 

0.9 
40.7 


17.8 
17.3 
4.3 
12.5 
13.0 


30.2 

7.4 

-16.7 

12.1 
3.5 


1,234 

449 

79 

161 

982 


50 
21 
29 
35 
18 


5.3 
1.5 
0.4 
39.4 
0.4 


17.3 
17.1 
11.7 
14.1 
14.4 
14.2 


24.5 
28.1 

7.3 
15.3 
10.0 

8.5 


950 
1,369 

382 
2,657 
4,037 
6.958 


48 
41 
20 
33 
19 
19 


74.7 

37.1 

21.0 

41.0 

4.3 

5.1 


14.5 
10.5 
8.2 
16.7 
16.3 
20.4 


8.7 

2.3 

4.4 

18.7 

19.3 

33.7 


3.421 
293 
1.320 
18,928 
1.982 
4,004 


20 
16 
17 
33 
27 
38 


3.3 
2.0 
6.7 

27.5 
7.3 

60.5 
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5.50 
none 
none 
4.75 
4.75 


4.75 

closed 

6.50 

5.75 

1.50 


5.75 
5.75 
5.75 
5.75 
5.75 
5.75 


5.75 
5.75 
4.25 
5.75 

none 
none 


1.40 
1.45 
1.21 
1.36 
1.07 


1.05 
0.86 
1.23 
1.10 

0.93 


1.00 
0.92 
0.94 
0.89 
1.14  a 
1.12  a 


1.14  a 

1.43 

0.80 

0.63 

1.37 

1.37 


year  icturn  6/30/97  through  6/30/00     Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorptiont 

08  by  tund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  n 

le.  Sources:  Forbes,  Upper  Inc:  Morningsfar  Inc 
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MARKET 

ANNUALIZED 

MEDIAN 

MAXIMUM 

ANNUAL 

ERF0RM4NCE 

IOTA1  RETURN 

TAX 

ASSETS 
6/30/00 

WEIGHTED 
AVERAGE 

MARKET 
CAP 

SALES 
CHARGE 

EXPENSES 
PER 

PJF 

DOWN 

5/31/90  TO 

FUND/800  PHONE 

6/30/00 

3-YEAR 

GRADE1 

(SMIL) 

P/E 

(S«IL) 

(%) 

S10O 

Standard  &  Poor's  500  stock  average 

17.6% 

1M*/. 

Forbes  stock  fund  composite 

15.9*/. 

17.8 

34 

$1.00 

F 

»♦ 

Gabelli  Mathers  Fund2/422-3554 

2.6 

1.8 

1 

102 

NA 

NA 

none 

1.24 

C 

B 

Gabelli  Value  Fund/422  3554 

17.8 

24.1 

4 

1,223 

26 

5.2 

5,50 

1.38 

C 

k 

Gabelli  Westwood  Equity-Retail,  422-3554 

15.8 

14.2 

3 

188 

26 

21.3 

none 

1.49 

D 

B 

Galaxy  Equity  Value-Retail  A/628-0414 

13.8 

11.7 

4 

260 

26 

14.1 

3.75 

1.36 

F 

k* 

Gateway  Fund/354-6339 

10.4 

12.8 

1 

1,305 

35 

116.4 

none 

0.98 

C 

B 

General  Securities/577-9217 

16.5 

20.3 

3 

61 

30 

18.8 

none 

1.49 

G 

D 

Gintel  Fund/243-5808 

11.5 

13.5 

5 

160 

12 

1.8 

none 

1.93 

D 

k 

GMO  Trust-Pelican  Fund/447-3167 

13.6 

8.7 

5 

120 

21 

12.5 

none 

0.75  a 

B 

C 

Goldman  Sachs  Capital  Growth-A/292-4726 

19.5 

24.6 

4 

3,059 

37 

88.1 

5.50 

1.44  a 

■ 

C 

Growth  Fund  of  America-A;  421-4120 

20.0 

36.0 

3 

36,992 

46 

21.3 

5.75 

0.70 

D 

c 

Growth  Fund  of  Washington/348-4782 

11.4 

7.0 

1 

57 

25 

19.3 

5.75 

1.27 

1 

D 

Guardian  Park  Avenue-A/650-6505 

19.9 

22.8 

4 

3,953 

46 

31.9 

4.50 

0.77 

C 

D 

Hancock  Large  Cap  Growth-A/225-5291 

13.5 

15.9 

4 

789 

46 

66.6 

5.00 

1.35 

C 

C 

Hancock  Urge  Cap  Value-A/225-5291 

17.3 

22.7 

2 

1,613 

36 

4.8 

5.00 

1.17 

D 

A 

Hancock  Sovereign  lnvestors-A/225-5291 

12.8 

9.0 

2 

2,136 

24 

30.4 

5.00 

1.05 

»♦ 

F 

Hancock  Technology-A1/225-5291 

35.5 

55.7 

2 

2,790 

51 

9.9 

5.00 

1.35 

A 

C 

Harbor  Capital  Appreciation/422-1050 

22.9 

32.2 

2 

9,453 

47 

93.5 

none 

0.66 

A 

D 

Harbor  Growth  Fund/422-1050 

19.1 

39.7 

5 

287 

51 

4.1 

closed 

0.90 

D 

B 

Harbor  Value  Fund/422-1050 

11.8 

7.6 

5 

142 

19 

16.4 

none 

0.76 

B 

C 

Heartland  Group-Value/432-7856 

15.1 

3.7 

2 

1,023 

18 

0.2 

1.00 

1.34 
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1 

ee-year  return  6/30/97  through  6/30/00.  'Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  of 
enses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  not 
'licable.  2Formerly  Mathers  Fund.  3Formerly  John  Hancock  Global  Technology.  Sources:  Forbes;  Upper  Inc.;  Morningstar  Inc. 


Introducing 


Stoc  IcW'Solutions 

v  From  AAnntonmprv 


l.\! 


From  Montgomery 


An  investment  innovation  designed  to  meet  the  needs  of  today's  savvy  investor. 

Stock  Solutions  from  The  Montgomery  Funds  combines  our  experts'  top  stock  picks 
with  fast  access  to  up-to-date  stock  information  online. 

The  first  offering  in  the  Stock  Solutions  series,  Montgomery  U.S.  Select  20,  is  a  con- 
centrated stock  portfolio  containing  20  to  30  of  the  best  ideas  from  Montgomery's 
highly  respected  experts.  You  can  access  current  details  about  those  holdings  along 
-with  our  buy-and-sell  rationale  —  right  from  your  desktop,  24/7. 


Invest  wisely. 
The  Montgomery  Funds 


Research  Paper 

FREE 

on  Concentrated 
Investing 


Visitvsrww.montgomeryfunds.com  or  call  1-800-572-FUND  [3863] 

for  a  current  prospectus  and  account  application* 


www-montgamerviunds.com 


800. 572. FUND  [3863] 


For  more-complete  information  about  Montgomery  U.S.  Select  20  Portfolio,  including  fees,  charges  and  expenses,  visit  our  Web  site  or  coll  for  a  prospectus  to  read  carefully  before  you  invest.  Portfolios 
that  concentrate  their  investments  in  a  specific  industry,  sector  or  relatively  small  number  of  stocks  are  subject  to  a  higher  degree  of  risk  than  more-diversified  portfolios.  Stock  Solutions  portfolios  may 
not  be  suitoble  for  all  investors. 

Montgomery  intends  to  post  portfolio  holdings  every  week,  which  could  pose  the  risk  of  investors  using  such  information  to  the  detriment  of  the  Portfolio.  In  order  to  help  mitigate  this  potential  risk,  the 
information  will  only  be  provided  to  the  Portfolio's  current  shareholders  and  will  be  posted  on  a  time-delayed  basis  of  approximately  two  weeks. 


"Investments  in  Stock  Solutions  portfolios  con  only  be  made  directly  through  The  Montgomery  Funds. 


FUNDS  DISTRIBUTOR,  INC.  04/00 
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've  been  through  turbulent  times  before. 


/Tegardless  of  today's  market  climate,  the  future  includes  the  distinct  possibility  of 
incertainty  and  volatility.  Not  surprisingly,  many  investors  feel  adrift,  unsure  where  to  turn 
or  advice.  Should  you  invest  more  in  bonds  or  equities?  More  in  small  caps  or  blue  chips? 
)r  keep  more  cash  on  hand?  While  nobody  can  promise  you  all  the  right  answers, 
U.S.  Trust  can  promise  you  something  invaluable:  expertise  based  on  experience. 

For  over  145  years,  through  periods  of  extreme  uncertainty,  we've  been  a  bedrock  of 
stability  for  our  clients,  providing  them  with  sound  advice  that  has  helped  preserve  and 
•nhance  their  wealth.  In  the  process,  we've  become  one  of  America's  premier  investment 
idvisory  and  wealth  management  firms.  To  learn  how  to  weather  the  market's  volatility, 
)lease  contact  Mark  Talt  in  California  at  1-800-292-1112  or  Jeff  Grubb  for  the  Pacific 
Northwest  at  1-800-767-2301  orvisitwww.ustrust.com. 


A  TRADITION  OF  GROWING  ASSETS 


\H\YORk    BOCA  RATON    CHARLOTTE   COSTA  MESA   DALLAS   ESSEX    GARDEN  ClTi    GREENSBORO   GREENWICH    HOUSTON    I   YRKSPUR    LOS  Wilis    MORR1STOWN 
NAPLES  PALM  BEACH  PALO  ALTO  PHILADELPHIA  PORTLAND  PRINCETON  RALEIGH  SAN  FRANCISCO  STAMFORD  VERO  BEACH  WASHINGTON  D.<     Ulsr  HARTFORD  WILMINGTON 


MARKET 
PERvegMANCE 

FUNO/800  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 
GRADE1 

ASSETS 

6/30/00 
(SMIL) 

WEIGHTED 
AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

(SBIL) 

MAXIMUM 
SALES 
CHARGE 

(%) 

ANNUAL 

EXPENSE! 

PER 

$100 

HP 

DOWN 

5/31/90  TO 

6/30/00 

3-YEAR 

▲ 

c 

Standard  &  Poor's  500  stock  average 

17.6% 

19.8% 

Forbes  stock  fund  composite 

15.9% 

17.8% 

34 

$1.09 

A 

Lord  Abbett  Affiliated  Fund-A/874-3733 

14.5 

12.1 

4 

10.204 

25 

31.7 

5.75 

0.78 

A 

0 

Lord  Abbett  Developing  Gr-A'87  4-3733 

16.6 

15.2 

4 

2,161 

29 

0.7 

closed 

1.20 

D 

A 

Lord  Abbett  Mid-Cap  Value-A/874-3733 

13.7 

12.0 

4 

454 

25 

1.8 

5.75 

1.37 

C 

C 

Lutheran  Brotherhood  Fund-A/328-4552 

15.0 

17.3 

4 

1.600 

39 

94.2 

4.00 

0.82 

A 

C 

MainStay-Capital  Appreciation-A/624-6782 

21.3 

24.7 

1 

4,095 

48 

74.9 

5.50 

1.19 

D 

A 

MainStay-Value  Fund-A/624-6782 

12.1 

1.3 

3 

864 

21 

8.3 

5.50 

1.13 

B 

B 

Mairs  &  Power  Growth  Fund/304-7404 

18.3 

11.0 

1 

502 

26 

8.5 

none 

0.79 

A 

D 

Managers  Capital  Appreciation/835-3879 

23.6 

50.8 

5 

362 

53 

14.6 

none 

1.26 

A 

D 

Managers  Special  Equity.  835-3879 

19.9 

25.4 

1 

2,149 

37 

1.0 

none 

1.31 

B 

G 

MAS-Equity  Fund-lnst  354-8185 

16.8 

18.4 

5 

649 

39 

65.8 

none 

0.62 

A 

D 

MAS-Mid  Cap  Growth-lnst  354-8185 

25.2 

43.7 

5 

2,644 

49 

6.6 

none 

0.62 

A 

D 

MAS-Small  Cap  Value  Inst  354  8185 

18.0 

13.1 

5 

1,259 

30 

1.4 

closed 

0.86 

B 

B 

MAS-Value  Fund-lnst/354-8185 

12.9 

-1.1 

5 

930 

16 

5.7 

none 

0.63 

F 

A* 

Merger  Fund/343-8959 

11.1 

12.9 

3 

873 

28 

6.4 

closed 

1.32' 

C 

B 

Meridian  Fund/446-6662 

15.3 

13.5 

5 

141 

31 

1.6 

none 

1.09 

D 

A 

Merrill  Lynch  Balanced  Capital-D2/637-3863 

11.5 

6.3 

3 

6,545 

30 

33.9 

5.25 

0.81 

C 

B 

Merrill  Lynch  Basic  Value-D/637-3863 

13.9 

9.6 

3 

9,927 

21 

42.9 

5.25 

0.83 

B 

D 

Merrill  Lynch  Growth-D/637-3863 

13.1 

3.2 

2 

2,980 

48 

96.6 

5.25 

1.17  a 

C 

B 

Merrill  Lynch  Healthcare-D,  637-3863 

16.8 

27.5 

4 

706 

38 

7.4 

5.25 

1.51 

B 

G 

Merrill  Lynch  Phoenix-D/637-3863 

15.5 

19.9 

5 

530 

24 

5.4 

5.25 

1.48 

B 

D 

Merrill  Lynch  Small  Cap  Value-D3/637-3863 

14.9 

13.8 

4 

1.264 

25 

0.4 

5.25 

1.33 

D 

A* 

Merrill  Lynch  Strategic  Dividend-D/637-3863 

11.4 

8.5 

5 

167 

22 

16.7 

5.25 

1.14 

B 

C 

MFS  Capital  Opportunities-A, 225  2606 

20.9 

31.8 

4 

5,531 

42 

22.7 

5.75 

1.18 

A* 

D 

MFS  Emerging  Growth-A/225-2606 

23.8 

27.5 

1 

21,505 

47 

93.9 

5.75 

1.13 

B 

D 

MFS  Growth  Opportunities-A/225-2606 

17.5 

24.9 

5 

1,460 

45 

49.2 

5.75 

0.80 

B 

C 

MFS  Large  Capital  Growth-A/225-2606 

18.4 

27.8 

5 

1,166 

41 

43.0 

5.75 

1.22 

A 

D 

MFS  Managed  Sectors-A  225-2606 

18.2 

28.1 

5 

785 

53 

38.4 

5.75 

1.32 

A 

0 

MFS  Mass  Invest  Growth  Stock-A/225-2606 

21.3 

33.1 

5 

16,933 

42 

40.6 

5.75 

0.87 

C 

B 

MFS  Mass  Investors  Trust-A/225-2606 

15.7 

13.6 

3 

14.363 

36 

67.0 

5.75 

0.88 

1 

C 

MFS  Research  Fund-A/225-2606 

18.4 

19.8 

2 

7,989 

41 

52.4 

5.75 

0.96 

B 

0 

Monetta  Fund/932-7781 

14.3 

21.5 

2 

148 

43 

1.3 

none 

1.33 

C 

D 

Morgan  Keegan  Southern  Cap/564-2113 

12.3 

9.3 

1 

69 

27 

6.8 

3.00 

1.80 

B 

B 

MSDW  American  Opportunities-A  869-6397 

20.6 

29.4 

5 

11,558 

47 

34.4 

5.25 

0.81 

D 

C 

MSDW  Capital  Growth  Secs-A/869-6397 

13.7 

20.2 

5 

533 

36 

6.6 

5.25 

1.05 

A 

F 

MSDW  Developing  Growth-A  869-6397 

18.5 

30.8 

4 

1,334 

44 

1.4 

5.25 

0.83 

D 

A 

MSDW  Dividend  Growth  Secs-A/869-6397 

12.0 

5.5 

1 

12,680 

24 

35.5 

5.25 

0.67 

F 

B 

MSDW  Natural  Resource  Dcvelop-A/869-6397 

8.2 

2.9 

2 

203 

33 

9.9 

5.25 

1.12 

D 

B 

MSDW  Strategist-A/869-6397 

12.8 

14.8 

3 

2,185 

41 

24.1 

5.25 

0.88 

F 

A* 

MSDW  Utilities-A/869-6397 

12.2 

18.1 

3 

2,599 

28 

20.1 

5.25 

0.85 

C 

C 

MSDW  Value-Added  Market-Equity-A/869-6397 

13.1 

10.6 

2 

1,131 

25 

8.4 

5.25 

0.82 

D 

B 

MSB  Fund/661-3938 

13.5 

14.5 

4 

61 

31 

36.3 

none 

1.26  a 

A 

0 

Muhlenkamp  Fund/860-3863 

16.4 

14.0 

1 

202 

26 

16.0 

none 

1.35 

0 

G 

Nations-Value  Fund-Investor  A/321-7854 

12.9 

6.8 

5 

203 

22 

17.4 

5.75 

1.18 

D 

A 

Nationwide  Fund-A/848-0920 

15.5 

14.9 

2 

2,267 

26 

30.8 

5.75 

0.96 

C 

c 

Nationwide  Growth  Fund-A/848-0920 

14.7 

13.5 

4 

988 

NA 

NA 

5.75 

104 

B 

D 

NB  Focus  Fund/877-9700 

17.4 

17.9 

3 

1,938 

26 

10.7 

none 

0.85 

C 

NB  Genesis  Fund/877 

14.1 

8.7 

1 

1,519 

22 

0.9 

none 

117 
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Three-yeai  ft  i urn  6'30/97  through  6/30/00  ncy  based  on  past  performance.  The  most  efficient  funds,  graded  I.  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  c 
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Legroom.  Brought  to  you  by  Nextel. 


WIRELESS   INTERNET  SERVICES 

Two-way  text  message  from  VP  reads,  "Can  you  be  in  Detroit  tomorrow?" 

You  select  a  preprogrammed  response  and,  with  the  touch  of  a  button,  answer,  "Sure." 

Next,  you  access  MSN  Hotmail  and  email  co-workers  that  you'll  be  out  the  rest  of  the  week. 

NEXTEL   DIRECT  CONNECT® 

Digital,  two-way  radio  feature  lets  you  instantly  contact  assistant 
to  forward  Midwest  report. 

DIGITAL  CELLULAR 

You  call  your  travel  agent  to  confirm  a  seat  in  the 
highly  prized  emergency-exit  row. 


Introducing 

NEXTE 


BUSINESS  JUST  GOT  EASIER.  THANKS  TO  NEXTEL'S  NEW  WIRELESS  INTERNET  SERVICES,  YOU  HAVE  EVEN  MORE 
WAYS  TO  KEEP  YOU  CONNECTED  TO  THE  CRITICAL  INFORMATION  YOU  NEED  TO  DO  BUSINESS  BETTER  AND  FASTER. 


Nextel  phones  are  manufactured  by  Motorola,  Inc. 


NEXTEL  How  business  gets  done.  1 -8  00- N  EXTE  L9     nextel.com 


>r  Nextel  Online  availability  in  your  area.  To  sign  up  for  Nextel  Online  services,  you  must  also  have  Nextel  digital  cellular  service.  Some  restrictions  may  apply. 
Nextel  Communications,  Inc.  All  rights  reserved.  Nextel,  the  Nextel  logo,  Nextel  Direct  Connect,  Nextel  Online  and  How  business  gets  done  are  registered 
demarks  and/or  service  marks  of  Nextel  Communications.  ^Motorola  andilOOOplus  are  trademarks  and/or  registered  trademarks  of  Motorola,  Inc.  MSN,  MSN 
Mobile  and  Hotmail  and/or  other  Microsoft  products  referenced  herein  are  either  trademarks  or  registered  trademarks  of  Microsoft  Corporation. 


MARKET 
!    PERFORMANCE 

FUND/800  PHONE 

ANNUALIZED 
TI1TAL  RETURN 

TAX 
GRADE1 

ASSETS 
6/30/00 
(SMIL) 

WEIGHTED 
AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

(SBIL) 

MAXIMUM 
SALES 
CHARGE 

(*) 

ANNUA 

EXPENS 

PER 

$100 



UP 

DOWN 

5/31/90  TO 
6/30/00 

3  YEAR 

C 

B 

Standard  &  Poor's  500  stock  average 

17.6% 

19.8% 

Forbes  stock  fund  composite 

15.9% 

17.8% 

34 

$1.89 

NB  Guardian  Fund/8779700 

13.4 

5.6 

5 

3,671 

24 

22.8 

none 

0.82  1 

B 

D 

NB  Manhattan  Fund/8779700 

18.4 

30.0 

5 

1,147 

50 

8.8 

none 

1.00 

C 

B 

NB  Partners  Fund/877-9700 

14.5 

8.2 

5 

2,836 

26 

29.7 

none 

0.82 

C 

B 

New  Century  Capital/639-0102 

15.5 

21.5 

4 

160 

40 

56.6 

none 

1.29  i 

B 

C 

New  Economy  Fund-A/421-4120 

18.3 

28.5 

3 

12,404 

43 

24.5 

5.75 

0.78 

A 

F 

Nicholas-Applegate  Growth  Equity-A/551-8643 

21.2 

40.7 

5 

791 

41 

7.4 

5.00 

1.45: 

G 

C 

Nicholas  Fund/227-5987 

14.4 

10.7 

4 

4,557 

38 

23.3 

none 

0.73 

C 

C 

Nicholas  11/227-5987 

13.4 

9.9 

3 

795 

34 

4.3 

none 

0.63 

C 

c 

Nicholas  Limited  Edition/227-5987 

13.8 

6.5 

3 

256 

24 

1.1 

none 

0.87 

C 

B 

Nvest  Growth  &  lncome-A/888-4823 

14.6 

13.2 

5 

527 

31 

63.0 

5.75 

1.21 

C 

C 

Nvest  Growth  Fund-A/888-4823 

15.7 

14.6 

5 

1,711 

34 

18.1 

5.75 

1.12 

C 

C 

Nvest  Star  Value-A/888-4823 

10.5 

0.3 

5 

207 

22 

37.5 

5.75 

1.33 

»♦ 

F 

Oberweis  Emerging  Growth/323-6166 

17.4 

16.8 

2 

115 

39 

0.6 

none 

1.58  i 

c 

B 

One  Group  Diversified  Equity-A/480-4111 

16.9 

18.6 

5 

370 

37 

82.0 

5.25 

1.20 

B 

C 

Oppenheimer  Capital  Appreciation-A2/525-7048 

19.5 

28.9 

4 

4,889 

42 

25.0 

5.75 

1.04 

C 

B 

Oppenheimer  Disciplined  Value-A/525-7048 

12.6 

3.6 

4 

287 

23 

10.6 

5.75 

1.02 

* 

D 

Oppenheimer  Discovery  Fund-A/525-7048 

16.5 

16.7 

2 

1,734 

45 

1.1 

5.75 

1.31 

B 

D 

Oppenheimer  Growth  Fund-A/525-7048 

19.1 

25.6 

4 

3,768 

50 

59.5 

5.75 

1.05 

A 

B 

Oppenheimer  Main  St  Growth  &  Inc-A,  525-7048 

22.1 

17.8 

2 

18,572 

32 

49.3 

5.75 

0.91 

C 

B 

Oppenheimer  Quest  Capital  Value-A/525-7048 

15.4 

13.2 

5 

187 

25 

7.7 

5.75 

1.58  a 

D 

B 

Oppenheimer  Quest  Small  Cap-A/525-7048 

12.3 

4.2 

2 

271 

20 

0.7 

5.75 

1.96 

C 

A 

Oppenheimer  Quest  Value-A/525-7048 

13.1 

4.8 

2 

1,042 

20 

26.5 

5.75 

1.60  . 

C 

B 

Oppenheimer  Total  Return-A  ,525-7048 

16.5 

190 

4 

4,488 

38 

67.6 

5.75 

0.87 

A 

C 

PaineWebber  Finl  Svc  Growth-A/647-1568 

18.6 

3.1 

2 

239 

18 

14.9 

4.50 

1.17 

D 

B 

PaineWebber  Growth  &  lncome-A/647-1568 

12.8 

11.5 

3 

1.103 

29 

40.5 

4.50 

1.08 

B 

D 

PaineWebber  Growth  Fund-A/647-1568 

16.1 

25.4 

4 

547 

40 

37.2 

4.50 

1.16 

C 

B 

Papp  Stock  Fund/421-4004 

17.3 

18.7 

1 

112 

38 

61.9 

none 

1.09 

A 

D 

Parnassus  Fund/999-3505 

19.0 

26.1 

2 

460 

36 

2.6 

3.50 

1.07 

A* 

F 

PBHG  Growth  Fund/809-8008 

23.3 

31.0 

1 

6,070 

53 

3.2 

none 

1.23 

D 

B 

Pennsylvania  Mufual-lnvest/221-4268 

11.2 

9.1 

5 

476 

20 

0.5 

none 

1.04 

D 

■ 

Philadelphia  Fund/749-9933 

9.7 

7.1 

4 

94 

21 

19.9 

none 

1.55 

A 

F 

Phoenix  Engemann  Aggress  Growth-A3/243-4361 

21.0 

42.6 

5 

684 

53 

10.8 

5.75 

1.19    j 

0 

« 

Phoenix-Engemann  Capital  Growrh-A/243  4361 

15.7 

22.3 

5 

3.182 

47 

97.1 

5.75 

1.07 

B 

D 

Phoenix-Engemann  Focus  Growth-A/243-4361 

17.8 

30.4 

4 

788 

50 

117.5 

5.75 

1.45 

C 

C 

Phoenix-Seneca  Growth-A4/243-4361 

14.7 

25.8 

5 

316 

42 

83.8 

5.75 

1.24 

F 

A 

Phoenix-Zweig  Strategy  Fund-A/243-4361 

9.6 

3.6 

5 

318 

37 

57.1 

5.75 

1.28 

A 

C 

Pilgrim  Bank  &  Thrift-A/334-3444 

16.4 

0.2 

4 

358 

11 

2.8 

5.75 

1.39 

B 

0 

Pilgrim  Growth  Opportunities-A  334-3444 

19.9 

37.6 

5 

577 

44 

14.2 

5.75 

1.39 

D 

B 

Pilgrim  MagnaCap  Fund-A '334-3444 

13.9 

11.7 

5 

418 

30 

43.3 

5.75 

1.35 

B 

0 

Pimco  Growth  Fund-A/426-0107 

18.7 

30.4 

5 

2.884 

50 

104.3 

5.50 

1.15 

A* 

F 

Pimco  Opportunity  Fund-A/426-0107 

20.8 

21.3 

5 

575 

40 

1.1 

5.50 

1.30 

C 

B 

Pimco  Renaissance  Fund-A/426-0107 

14.7 

14.2 

5 

473 

20 

2.3 

5.50 

1.25 

C 

B 

Pioneer  Fund-A/225  6292 

16.3 

21.0 

2 

7,753 

31 

40.5 

5.75 

1.10 

B 

C 

Pioneer  Growth  Shares-A/225-6292 

16.0 

172 

3 

2.607 

41 

30.1 

5.75 

1.16 

D 

C 

Pioneer  ll-A/225-6292 

10.0 

1.8 

3 

4.638 

27 

20.1 

5.75 

1.00 

C 

■> 

Pioneer  Mid-Cap  Fund-A/225-6292 

13.1 

18.5 

5 

1,079 

43 

6.4 

5.75 

0.93 

0 

A* 

T  Rowe  Price  Capital  Appreciation/638-5660 

11.6 

8.1 

5 

778 

22 

3.4 

none 

0  88 
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•\ir  return  6/30/97  through  6/30/00    'Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  1 1 
expenses  by  fund  sponsor    b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  n 
applicable     Reflects  performance  of  Oppenheimer  Regency  prior  to  June  1991  merger,  formerly  Phoenix  Aggressive  Growth.  'Reflects  performance  of  Phoenix  Equity  Opportunitie 
prior  to  M3v  2000  merger.   Sources:  Forbes   I  Mormngsfar  Inc 
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E-  commerce 
made  easy. 


ealeasy. 


Considering  e-commerce  for  your  business?  Then  consider  this.  Billions  will  be  spent  online 
worldwide  in  2000.  Interland  can  get  you  on  track  right  now.  With  Interland  you'll  get  your 
own  personal  Account  Manager  who  can  custom  design  an  affordable  solution  for  your  business. 
From  full  site  design  to  e-commerce  enablement,  Interland  makes  it  easy.  And  with  solutions  starting 
at  only  $29.95,  plus  Web  hosting,  can  you  afford  not  to  call?  So  if  you've  had  cold  feet  about 
getting  started  with  e-commerce  on  the  Web,  remember,  it's  a  breeze  with  Interland. 

0 

Interland  and  Hewlett  Packard  have  teamed  up  to  deliver  IXPressCommerce,  a  million-dollar  high  availability 
solution,  which  includes  Interland's  award  winning  support. 


Call  the  e-commerce  experts  today  at 
800.303.2628  for  your  free  consultation 


Interland 

We  make  the  Web  work  for  your 


An  E-service  enabled  by 
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HEWLETT 
PACKARD 


MicrosoftR 


Solution  Provider 


December  1,  1999 
interland.  Inc. 
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350      MILLION     PEOPLE     MHV 
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DROP      BY     TDDRY. 


TIME     TO     SRY     "HELLO. 


i  nternet  world  is  knocking.  PSINet  helps  your  business  answer.  We  give  you  all  the  tools  you 
to  maximize  on-line  communications.  Everything  from  multicurrency  e-commerce  and  dedicated 
3  ng  to  multimedia  services,  private  IP  networking,  and  more.  It's 
r  we've  done  for  thousands  of  small-  and  medium-sized  companies 
s  ell  as  more  than  a  third  of  the  Fortune  500s.  Your  opportunity  is  knocking, 
p     the  door.  Call  or  contact  PSINet  at  1-800-431-6942  or  www.psinet.com.         the  internet  super  carrier 


PSINet 
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MB i 

CM   FONtiSQQ  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 

GRADE 

ASSETS 

S  30  00 
(SMIL) 

WEIGHTED 

AVERAGE 

P.E 

MEDIAN 
MARKET 

CAP 

(SOIL) 

MAXIMUM 
SALES 
CHAISE 

(%) 

ANNUI 

expen: 

PER 

sioc 

5  31  90  t« 
6  30/00 

3-YEAR 

Standard  &  Poor's  500  stock  average 

17.8% 

198=: 

|  Forbes  stock  fund  composite 

15.9% 

17.8% 

34 

$L01 

i 

C        Selected  American.  Stares/279-0279 

18.6 

19.4 

1 

4.585 

30 

71.2 

-.-. 

0.93 

c 

S        Selected  Special  Stares,  279-0279 

14.1 

20.5 

3 

106 

38 

7.6 

Muni 

1.17 

A 

0        Seligman  Capital  Fundi  221  -7844 

21.3 

37.3 

4 

675 

45 

6.9 

4.75 

1.02 

0 

B         Seligman  Common  Stock*.  221-7844 

12.4 

8.3 

5 

722 

32 

83.1 

4.75 

1.13 

»♦ 

0         Seligman  Commun  &  Info-A.  221-7844 

28.2 

37.7 

3 

11.826 

40 

5.5 

4.75 

1.39 

C         Seligman  Growth  Fund-A  221  7844 

17.6 

27.0 

4 

1.488 

50 

9L5 

4.75 

116 

A         Sentinel  Common  Stock-A  282-3863 

13.3 

8.9 

4 

1.468 

29 

44.7 

5.00 

1.01 

D        Sentinel  Mid-Cap  Growth!  282-3863 

16.7 

32.0 

5 

300 

47 

6.9 

5.00 

1.11 

8        Sentry  Fund/533-7827 

11.1 

4.9 

5 

82 

19 

2.1 

none 

0.84 

A        Sequoia  Fund ,686-6884 

15.8 

8.2 

1 

3.495 

29 

20.7 

closed 

100 

D        SIFE  Trust-Class  A-M.  231-0356 

15.4 

3.4 

5 

681 

17 

16.6 

5.00 

1.50  1 

C        Sit  Large  Cap  Grewth  332-5580 

18.3 

25.8 

3 

172 

44 

101.6 

none 

1.00 

0         Sit  MidCap  Growth  332-5580 

20.3 

31.2 

5 

567 

47 

1L0 

una 

100 

B        Skyline  Fund-Special  Equities  828-2759 

13.6 

-1.3 

3 

235 

16 

0.7 

none 

1.52 

A        SM1R  Equity  Inceme-T  525 -8346 

11.8 

7.5 

3 

174 

24 

26.2 

closed 

1.05 

C         SMiR  Growtn-T  526-8346 

14.0 

16.2 

3 

226 

32 

47.4 

:  zac 

0.87  I 

0        SB  Aggressive  Growth-A  451-2010 

21.6 

44.1 

1 

3.125 

41 

8.7 

5.00 

115 

A        SB  Appreciation  Fund-A  451-2010 

14.0 

14.8 

5 

4.942 

32 

66.6 

5.00 

0.92 

■        S8  Fundamental  Value-A.  451-2010 

164 

20.5 

2 

2.340 

32 

29.8 

5.00 

1 13  1 

A         SB  Inc-Premium  Total  ReruneA  451-2010 

13.6 

9.5 

5 

2.045 

25 

13.1 

5.00 

1.12  J 

A         S8  Invest-Large  Cap  Vakoe-A  451  2010 

11.8 

66 

3 

830 

26 

39.6 

5.00 

130 

C         SB  Large  Cap  Blend  A!  451-2010 

11.7 

10.9 

2 

313 

32 

64.6 

5.00 

111  I 

O         SB  Small  Cap  Blend-A  451-2010 

10.6 

131 

5 

90 

31 

1.2 

5.00 

123 

8        Sound  Shore  Fund  "54  8758 

14.2 

5.8 

1 

910 

22 

9.9 

none 

0.98 

8        Spectra  Fund-*  992-3863 

24.1 

35.4 

4 

1.000 

51 

24.3 

nunj 

1.82 

! 

8         State  St  Research  Alpha  Fund-A  =82-0052 

11.0 

4.9 

3 

187 

16 

1.6 

5.75 

1.21a 

8         State  St  Research  Argo  Fund-A  382-0052 

121 

65 

5 

111 

22 

20.4 

5.75 

125 

F         SteinRoe  Capital  Opportunities  338  2550 

15.5 

16.7 

1 

542 

50 

8.5 

none 

1.19 

C        SteinRoe  Disciplined  Stock  Fund  338-2550 

10.9 

4.8 

5 

484 

23 

3.1 

MR 

122 

■ 

A         SteinRoe  Growth  AIncouk-S  338-2550 

14.4 

11.7 

2 

306 

NA 

NA 

closed 

106 

R 

D        SteinRoe  Growth  Stock  Fund  333 -2550 

19.1 

277 

2 

1.105 

43 

91.1 

:;;;: 

0.95 

A*       Stratton  Monthly  Dividend  REIT  634-5726 

7.3 

1.0 

3 

61 

14 

0.6 

■■ 

119 

- 

* 

C         Strong  Common  Stock  Inv  368-3863 

20.4 

175 

5 

1.737 

27 

3.8 

..... 

.  reec 

1 17   [ 

c 

C         Strong  Discovery-lav  368-3863 

13.1 

10.2 

2 

183 

40 

9.5 

■■ 

147 

C         Strong  Large  Cap  Grewth-W  368-3863 

191 

330 

5 

1.810 

•ir 

66.1 

■MR 

0.95 

8        Strong  Opportunity  Inv  368-3863 

17.8 

22.2 

4 

2.966 

31 

10.0 

none 

1 19   1 

C         Strong  Schafer  Value-lnv  368-3863 

11.3 

-4.9 

1 

409 

19 

41 

mm 

151 

D        SunAmerica  Blue  Chip  Growth-A  358-8850 

15.6 

27.4 

4 

215 

44 

76.9 

5.75 

1.49 

. 

D        SunAmerica  Growth  Opportunities -A'  858-8850 

20.5 

468 

4 

270 

NA 

NA 

5.75 

1.57 

»- 

F         SunAmerica  New  Ceotury-A*  858-8850 

20.1 

35.4 

4 

393 

52 

4.2 

5.75 

1  48   I 

8        Tocqueville  Fund  697-3863 

131 

6.2 

2 

57 

25 

7.6 

■pj 

1.38    L 

, 

A        UAM  Analytic  Defensive  Equrty-tast  638-7983 

12.6 

17.4 

5 

58 

37 

89.8 

MM 

0.99  aUJ 

A        UAM-Heitnun  Real  Estate-lnst  638-7983 

9.8 

2.2 

4 

96 

18 

1.7 

■HI 

125 

F         UAM-Sirach  Special  Equity-lnst  638-7983 

20.1 

32.1 

5 

236 

38 

3.0 

mm 

0.86    1 

A         UMB  Scout  Stock  422-2766 

11.0 

10.5 

3 

148 

22 

6.1 

rm 

0.87   | 

USAA  Mutual -Aggressive  Growth:  382-8722 

20.6 

37.5 

3 

2.062 

45 

3.4 

-  j  -= 

059 

c 

8         USAA  Mutual-Growth  382-8722 

14.9 

15.6 

4 

1919 

44 

116.9 

none 

0.95   j 
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rhree'  ■  ~  through  6  30,  OO     Tax  efficient  oased  on  past  performance  The  most  efficient  funds  graded  I   have  relatively  small  tax  liabilities,   a:  Net  of  absorption  ] 

snses  by  fund  sponsor   b  Includes  back-end  load  tk  distributor   r  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.   NA.  Not  available  or  r 

lects  performance  of  Direct  Value  prior  to  March  1994  merger    'Formerly  Strong  Total  Return  Fund.   'Formerly  SunAmerica  Mid-Cap  Growth,   formerly  SunAn 
I  Ccooany  Growth.   Sources  Forbes  Lipper  Inc    Morn: 
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■   DIGITAL  COLOR 

iMAGER 


You're  gonna  flip  for  its  eye-popping  color  and  its  blazing  speed  that  turns  out  the  fastest  color  copies  in  its  class 

(and  the  fastest  first  color  copy  in  any  class).  Sharp's  AR-C250  Digital  Color  Imager  is  what  other  color  copiers  wish  they  were. 

And  with  0%  financing,  taking  the  fast  lane  to  the  Sharp  Networkplace  has  never  been  easier. 


CONTACT  US 
FOR  MORE 
INFORMATION. 


r\    i  nrunn*  I  I 
O        WWW 


0  %     F  i 


SHARP         MIND8 


BP  ELECTRONICS  CORPORATION    '0%  FINANCING  FROM  AUTHORIZED  PARTICIPATING  SHARP  COLOR  DEALERS  TO  QUALIFIED 
ILL  FOR  DETAILS  VALID  ON  APPLICATIONS  SUBMITTED  FROM  8/1/00  TO  10/31/00. 
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MARKET 
,;    PERFORMANCE 

FUND/800  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 
GRADE1 

ASSETS 

6/30/00 
(SMIL) 

WEIGHTED 
AVERAGE 

tit 

MEDIAN 

MARKET 

CAP 

(SBIl) 

MAXIMUM 
SALES 
CHARGE 

(%) 

ANNUAL 
EXPENSES 

UP 

DOWN 

5/31/90  TO 

6/30/00 

3-YEAR 

PER 
$100 

Standard  &  Poor's  500  stock  average 

17.6% 

19.8% 

Forbes  stock  fund  composite 

15.9% 

17.8% 

34 

$1.88 

D 

A 

USAA  Mutual-Income  Stock/382-8722 

12.6 

9.1 

3 

1,907 

21 

36.3 

none 

0.68 

C 

C 

Value  Line  Fund/223-0818 

15.9 

18.1 

4 

475 

42 

35.1 

none 

0.76 

D 

A 

Value  Line  Income  &  Growth/223-0818 

14.7 

21.2 

4 

232 

45 

109.1 

none 

0.83 

B 

C 

Value  Line  Leveraged  Growth  lnv/223-0818 

18.9 

27.5 

3 

748 

43 

44.0 

none 

0.82 

B 

D 

Value  Line  Special  Situations/223-0818 

18.5 

38.8 

5 

478 

44 

3.5 

none 

0.89 

C 

C 

Van  Eck/Chubb  Growth  &  lncome-A/544-4653 

14.0 

10.1 

2 

89 

42 

46.7 

5.75 

1.32  a 

F 

A 

Vanguard  Energy  Fund/835-1510 

10.6 

7.4 

1 

1,153 

32 

7.5 

none  r 

0.48 

D 

A 

Vanguard  Equity  Income/835-1510 

12.7 

9.4 

2 

2,349 

22 

31.2 

none 

0.43 

B 

D 

Vanguard  Explorer  Fund/835-1510 

16.7 

20.9 

3 

4,407 

29 

1.0 

none 

0.74 

B 

D 

Vanguard  Extended  Market  Index/835-1510 

16.3 

18.8 

3 

5,028 

27 

2.0 

none  z 

0.25 

B 

B 

Vanguard  500  Index/835  1510 

17.4 

19.7 

1 

105,583 

36 

85.7 

none  2 

0.18 

B 

C 

Vanguard  Growth  &  Income/835-1510 

17.6 

20.4 

3 

9,358 

33 

84.7 

none 

0.37 

B 

A* 

Vanguard  Health  Care/835-1510 

23.8 

28.4 

2 

14,139 

38 

13.8 

none  r 

0.41 

B 

G 

Vanguard  Morgan  Growth/835-1510 

17.6 

24.4 

5 

5,856 

37 

30.7 

none 

0.42 

A 

C 

Vanguard  Primecap  Fund/835-1510 

22.4 

32.6 

1 

23,338 

40 

24.4 

closed 

0.51 

B 

D 

Vanguard  Small-Cap  Index/835 -1510 

14.2 

11.5 

3 

4,096 

28 

0.9 

none  z 

0.25 

B 

C 

Vanguard  US  Growth/835-1510 

19.0 

24.6 

2 

20,458 

48 

116.4 

none 

0.39 

C 

C 

Vanguard  Windsor  Fund/835-1510 

12.7 

5.7 

5 

14,929 

21 

9.7 

none 

0.31 

C 

B 

Vanguard  Windsor  11/835-1510 

13.8 

7.4 

3 

22.160 

23 

29.0 

none 

0.37 

D 

A 

VanKampen  Comstock  Fund-A/341  -2911 

13.9 

13.5 

5 

2,224 

21 

13.7 

5.75 

0.89 

»♦ 

D 

VanKampen  Emerging  Growth-A/341-2911 

27.5 

50.3 

3 

17,875 

54 

19.1 

5.75 

0.85 

B 

D 

VanKampen  Enterprise  Fund-A/341-2911 

18.1 

22.5 

4 

4,151 

47 

65.5 

5.75 

0.91 

C 

B 

VanKampen  Growth  &  lncome-A/341-2911 

15.2 

14.6 

4 

1.681 

32 

24.3 

5.75 

0.88 

C 

C 

VanKampen  Pace  Fund-A/341-2911 

14.1 

15.4 

5 

3,669 

37 

89.5 

5.75 

0.82 

c 

B 

Victory  Diversified  Stock-A/539-3863 

16.7 

17.8 

5 

1,135 

34 

28.1 

5.75 

1.11 

D 

B 

Victory  Established  Value-G/539-3863 

11.9 

6.4 

3 

384 

22 

11.3 

none 

1.11a 

C 

A 

Vontobel  US  Value/527-9500 

11.7 

3.6 

4 

52 

18 

5.7 

none 

1.75  a 

C 

B 

Wadded  &  Beed  Accumulative-A3, 888-923-3355 

15.5 

21.0 

5 

2,323 

31 

15.6 

5.75 

1.05 

C 

B 

Waddell  &  Reed  lncome-AV888-923-3355 

16.6 

19.7 

4 

8.742 

40 

69.2 

5.75 

0.97 

A 

D 

Waddell  &  Reed  New  Concepts-A/888-923-3355 

22.7 

32.6 

3 

1,803 

38 

2.4 

5.75 

1.34 

A 

D 

Waddell  &  Reed  Sci  &  Tech-A5/888-923-3355 

25.0 

49.9 

3 

3,870 

53 

23.4 

5.75 

1.26 

C 

C 

Waddell  &  Reed  Vanguard-A/888-923  3355 

17.4 

31.9 

4 

3.036 

51 

69.8 

5.75 

1.11 

B 

C 

Warburg  Pincus  Cap  Appreciation-Com/927-2874 

20.0 

31.3 

4 

1.505 

48 

49.9 

none 

1.00  a 

A 

D 

Warburg  Pincus  Emerging  Grow-Com/92  7-2874 

18.2 

20.4 

1 

2.195 

50 

4.0 

none 

1.22 

D 

A 

Warburg  Pincus  Value-Com'/927-2874 

12.4 

9.0 

4 

277 

22 

11.3 

none 

1.14 

C 

B 

Wasatch  Core  Growth/551-1700 

15.7 

13.2 

1 

233 

17 

1.0 

none 

1.38 

B 

D 

Wasatch  Small  Cap  Growth'/551-1700 

17.7 

22.9 

4 

211 

30 

1.0 

none 

1.38 

C 

A 

Washington  Mutual  lnvestors-A/421-4120 

14.2 

9.5 

3 

45,013 

23 

24.2 

5.75 

0.63 

C 

A 

Weitz  Series  Fund-Value/232-4161 

17.7 

22.4 

4 

2,548 

20 

2.5 

none 

1.19 

C 

B 

Wells  Fargo  Equity  lndex-A'/222-8222 

16.4 

18.7 

1 

720 

31 

75.8 

5.75 

0.71a 

D 

A 

Wells  Fargo  Index  Allocation-A'/222-8222 

16  1 

18.5 

2 

203 

31 

75.8 

5.75 

1.30  a 

C 

C 

Westcore-Blue  Chip  Fund/392-2673 

14.2 

9.8 

5 

51 

28 

16.5 

none 

1.15  a 

B 

D 

Wilmington  Large  Cap  Growth,0/336-9970 

18.5 

25.3 

4 

277 

49 

78.7 

none 

0.75  a 

C 

G 

WM  Growth  &  lncome-A/222-5852 

15.3 

15.0 

2 

905 

32 

51.3 

5.50 

0.94 

B 

D 

WM  Growth  Fund  of  Northwest-A/222-5852 

18.4 

29.8 

3 

577 

27 

1.0 

5.50 

1.03 

B 

D 

WPG  Growth  &  Income/223-3332 

16.5 

18.9 

4 

132 

41 

70.0 

none 

1.03 

B 

D 

WPG  Tudor  Fund/223-3332 

13.2 

14.3 

5 

113 

25 

0.8 

none 

1.37 

i' 
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Three-year  return  6/30/97  through  6/30/00    Tax  efficiency  based  on  past  performance  The  most  efficient  funds,  graded  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  ol 
expenses  by  fund  sponsor    b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  no 
applicable     May  impose  annual  $10  account  maintenance  fee    'Formerly  United  Accumulative,  formerly  United  Income  Fund,  formerly  United  Science  &  Technology,  formerly 
Warburg  Pincus  Growth  &  Income.  'Formerly  Wasatch  Aggressive  Equity.  "Formerly  Stagecoach  Equity  Index    formerly  Stagecoach  Index  Allocation.  '"Formerly  Rodney  Square 
Large  Cap  Growth  Equity  Sources.  Forbes  Upper  Inc.;  Morningsfar  Inc 
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n  1976,  Vanguard  launched  the  world's  first  index  fund  for  individual  investors.  Today,  Vanguard 
Fers  the  broadest  array  of  index  funds  in  the  industry,  covering  all  major  sectors  of  the  U.S.  stock 
id  bond  markets,  as  well  as  stock  markets  around  the  world.  And  of  course,  our  costs  are  among 
e  lowest  to  be  found.  So  if  you  want  to  put  the  power  of  indexing  to  work  in  your  portfolio, 
msider  who  was  first  in  the  water.  And  still  is.  Call  1-800-523-0889.  THFVtin<ymilYV~ROI  IP 

www.  vanguard,  com 

r  more  complete  information  about  Vanguard  funds,  including  risks,  charges,  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or 
I  nd  money.  ©  2000  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 
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Balanced  Funds 

These  funds  invest  in  both  stocks  and  bonds,  and  are 
insurance  against  a  sharp  decline  in  either  market.  You  car 
do  this  yourself  by  owning  separate  stock  and  bond  funds. 


Ratio  scale  (6/30/95  =  100) 


1995 


1996 


1997 


1998 


1999 


2000 


MARKET 
PERFORMANCE 


UP      DOWN 


FUND/800  PHONE 


5-YEAR  %  MEDIAN 

ANNUALIZED  ASSETS               EQUITY  MARKET 

TOTAL  YIELD         6/30/00                 AND                  CAP 

RETURN  (%)             (SMIL)  EQUIVALENTS  (SBIL) 


MAXIMUM  ANNUAL 

SALES  EXPENSE! 

CHARGE  PER 

(%)  $100 


Blended  stock  and  bond  markets  index 


Forbes  balanced  fund  composite 


14.9% 


14.0°  c 


3.9% 


2.6V. 


57% 


$0.94 


G       MRP  Growth -Balanced  Stock  &  Bond1. 728-3337 
D       ABN  Amro  Balanced-Common/443-4725 
I       Advance  Capital  I -Balanced  Fund/345-4783 
D        Advantus  Spectrum  Fund-A/665-6005 

D  '  AIM  Balanced  Fund-A  347  1919 


11.2 
12.7 
14.5 
16.0 
18.3 


2.8 
2.2 
2.8 
1.5 
2.7 


560 

81 

189 

114 

3.750 


61 
NA 
NA 
75 
47 


61.4 
97.0 
15.8 
99.3 
35.2 


none 
none 
none 
5.50 
4.75 


0.88 

1.00 

1.03 

1.12a 

0.94 


D 

C 

C 

A- 

D 

A 
D 
C 


B 

e 

c 

A 


C 
f 

c 

I 
B 


Alger  Fund-Balanced-A/992-3863 

Alleghany  Montag  &  Caldwell  Balanced-N/391-2473 

Alliance  Balanced  Shares-A/227-4618 

Alliance  Conservative  lnvestors-A/227-4618 

Alliance  Growth  lnvestors-A/227-4618 


19.9 
17.6 
14.1 
9.3 
15.3 


0.6 
1.7 
2.3 
3.5 
1.9 


193 
172 
429 
65 
148 


NA 
69 
55 
21 
55 


62.7 
84.5 
22.7 
76.2 
72.7 


4.75 
none 
4.25 
4.25 
4.25 


1.30 

1.14 

1.22 

1.41a 

1.56 


American  Balanced  Fund-A.  421  -4120 
American  Century  Balanced  Fund-lnv/345-2021 
American  Performance  Balanced/762-7085 
AmSouth Balanced  Fund-A ,451-8379 
Aon  Asset  Allocation/266-3637 


12.6 
12.9 
14.5 
10.2 
16.1 


3.8 
2.5 
2.3 
3.8 
2.2 


5.588 

884 

69 

202 

195 


58 
61 
65 
53 
62 


11.7 

67.5 

115.3 

9.4 
35.8 


5.75 
none 
5.00 
4.50 

none 


0.66 

1.00 

0.78a 

1.35a 

0.36a 


Arias  Balanced  Fund-A/933-2852 
AXP  Managed  Allocation-A/4  3  7-  4332 
AXP  Mutual  Fund-A/437-4332 
Calamos  Convertible  Fund-A,  582-6959 
Calamos  Growth  &  lncome-A/582-6959 
Calvert  Social  lnv-Balanced-A2/368-2748 


9.4 
10.9 
10.9 

19.3 
26.0 
12.9 


3.2 
2.5 
2.8 
1.8 
1.3 
2.4 


56 

1.997 

3,150 

168 

57 

760 


44 
63 
58 
29 
NA 
62 


12.4 
63.0 
38.1 
16.2 
16.0 
36.8 


none 
5.75 
5.75 

4.75 
4.75 
4.75 


1.15 
0.89 
0.90 
1.40 
1.70 
1.19 
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Five-year  return  6/30/95  through  6/30/00.  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose 
redemption  fee  whose  proceeds  reveri  to  the  fund.  NA:  Not  available  or  not  applicable.    Proposed  merger  with  Scudder  Balanced  Fund  in  September  2000.  formerly  Calvert  Social- 
Inv-Managed  Growth    Sources:  Forbes:  Upper  Inc.:  Morningstar  Inc 


252 


i     o    R    B    E   S 


\ugusl  :i,2000 


_ 

HAD 

>ERFOR 

I 

KET 

MANCE 

5-YEAR 
ANNUALIZED 

TOTAL            YIELD 

FUND/800  PHONE                                                                               RETURN             (%) 

ASSETS 

6/30/00 

(SMIL) 

% 

EOUITY 

AND 

EQUIVALENTS 

MEDIAN 

MARKET 

CAP 

(SBIL) 

MAXIMUM 

SALES 

CHARGE 

(%) 

ANNUAL 

EXPENSES 

PER 

$100 

A 

Blended  stock  and  bond  markets  index 

14.9% 

3.9% 

Forbes  balanced  fund  composite 

14.0% 

2.6% 

57% 

$0.94 

F 

CGM  Mutual  Fund/345-4048 

11.9 

3.4 

767 

73 

28.8 

none 

1.04 

C 

D 

Chaconia  Income  &  Growth/368-3322 

10.4 

1.1 

53 

56 

37.9 

none 

1.85 

C 

B 

Chase  Vista  Balanced  Fund-A/348-4782 

14.2 

2.1 

137 

52 

108.1 

5.75 

1.29a 

D 

D 

CitiFunds  Balanced  Fund-A/846-5200 

9.3 

3.8 

172 

56 

33.8 

5.00 

1.02a 

B 

B 

Columbia  Balanced  Fund/547-1707 

16.0 

2.7 

1,089 

55 

72.6 

none 

0.65 

C 

D 

Commerce  Balanced  Fund-lnst/995-6365 

13.0 

2.9 

116 

63 

17.1 

none 

0.98a 

B 

A 

Bavis  Convertible  Secs-A/279-0279 

16.9 

2.9 

215 

50 

42.3 

4.75 

1.12 

B 

F 

Delaware-Balanced  Fund-AV523  4640 

11.1 

1.6 

511 

70 

14.0 

5.75 

1.18 

B 

C 

Beutsche  Lifecycle  Long  Range-lnv2/730-1313 

16.5 

1.8 

145 

42 

84.8 

none 

1.00a 

0 

A 

Beutsche  Lifecycle  Mid  Range-lnv3/730  1313 

13.0 

2.6 

88 

37 

85.3 

none 

1.00  a 

C 

B 

Bodge  &  Cox  Balanced  Fund/621-3979 

12.8 

3.8 

4,677 

59 

9.0 

none 

0.53 

D 

C 

Breyfus  Balanced  Fund/782-6620 

11.7 

2.7 

186 

58 

57.6 

none 

0.95 

0 

B 

Breyfus  Founders  Balanced-F4/525-2440 

12.2 

2.4 

878 

60 

70.3 

closed 

0.97 

C 

A 

Breyfus  Lifetime  Growth  &  lnc-lnv/782-6620 

14.5 

3.3 

77 

NA 

85.5 

none 

1.07 

B 

B 

Breyfus  Premier  Balanced-A/782-6620 

16.4 

2.3 

633 

72 

85.0 

5.75 

1.25 

C 

0 

Eaton  Vance  Balanced  Fund-A/225-6265 

12.1 

2.5 

285 

NA 

9.8 

5.75 

1.09 

0 

C 

Eclipse-Balanced/872-2710 

9.9 

2.9 

63 

58 

4.5 

none 

0.94 

B 

B 

Evergreen  Balanced-A/343-2898 

14.7 

2.6 

1,456 

62 

77.0 

4.75 

0.96 

B 

D 

Evergreen  Foundation  Fund-A/343-2898 

14.2 

1.4 

2,080 

64 

98.2 

4.75 

1.26 

D 

B 

Evergreen  Tax  Strategic  Found-A/343-2898 

11.8 

2.1 

299 

49 

96.3 

4.75 

1.33 

C 

G 

Exeter  Blended  Asset  Series  11/466-3863 

12.3 

2.1 

62 

58 

3.2 

none 

1.20a 

B 

F 

FBP  Contrarian  Balanced/443-4249 

11.7 

2.4 

56 

73 

14.7 

none 

0.97 

F 

A 

Federated  Managed  Conservative  Gr-lns5/341-7400 

9.1 

3.9 

210 

33 

60.1 

none 

1.04 

D 

C 

Federated  Managed  Moderate  Gr-lnst6/341-7400 

11.7 

2.7 

270 

58 

46.7 

none 

1.07  a 

C 

C 

Federated  Stock  &  Bond-A/341-7400 

11.8 

3.0 

251 

65 

16.8 

5.50 

1.00 

C 

D 

Fidelity  Advisor  Balanced-T/522-7297 

11.0 

2.4 

2,586 

61 

77.9 

3.50 

1.16 

B 

C 

Fidelity  Asset  Manager/544-8888 

15.5 

3.0 

13.472 

54 

36.9 

none 

0.72 

B 

C 

Fidelity  Balanced  Fund/544-8888 

13.7 

3.1 

5.812 

65 

28.6 

none 

0.63 

»♦ 

D 

Fidelity  Convertible  Securities/544-8888 

21.8 

2.2 

1,906 

43 

11.1 

none 

0.78 

C 

C 

Fidelity  Puritan  Fund/544-8888 

13.3 

3.1 

21,208 

64 

76.3 

none 

0.63 

A 

D 

Fifth  Third  Balanced  Fund-A;  282-5706 

17.2 

1.1 

111 

64 

27.5 

4.50 

1.25a 

D 

B 

First  American  Balanced  Fund-A/63  7-2548 

11.5 

3.1 

107 

55 

51.3 

5.25 

1.05a 

B 

D 

Firstar-Balanced  Growth-Retail  A/228-1024 

13.7 

1.6 

55 

58 

21.9 

5.50 

1.18a 

A 

F 

Flag  Investors  Value  Builder-A/767-3  524 

16.3 

2.3 

723 

65 

11.5 

5.50 

1.14 

B 

D 

Fortis  Advantage-Asset  Alloc-A/800-2000 

14.8 

2.1 

278 

67 

41.2 

4.75 

1.39 

D 

A 

Franklin  Convertible  Securities-A/342-5236 

14.3 

3.9 

181 

28 

5.6 

5.75 

1.05 

F 

A* 

Franklin  Income  Fund-A/342-5236 

8.4 

8.2 

6,780 

37 

7.0 

4.25 

0.73 

C 

A 

Gabelli  Westwood  Balanced-Retail/  4  2  2  3554 

15.8 

2.2 

139 

61 

20.4 

none 

1.20 

C 

B 

Galaxy  Asset  Allocation-Retail  A/628-0414 

15.2 

2.0 

485 

52 

100.4 

3.75 

1.30 

B 

B 

GE  Funds-Strategic  lnvestment-A/242-0134 

15.2 

1.9 

148 

NA 

37.0 

5.75 

0.87 

C 

C 

Goldman  Sachs  Balanced-A/292-4726 

12.0 

2.4 

181 

57 

85.6 

5.50 

1.10a 

A* 

A 

Green  Century  Balanced/934-7336 

25.6 

0.3 

54 

NA 

0.4 

none 

2.50a 

B 

B 

Guardian  Asset  Allocation-A/650  6505 

17.8 

1.5 

287 

67 

36.8 

4.50 

0.48a 

C 

D 

Hancock  Balanced  Fund-A/225-5291 

11.2 

2.5 

212 

64 

29.0 

5.00 

1.22 

F 

A 

Hotchkis  &  Wiley-Balanced  Fund/236-4479 

7.3 

5.1 

65 

44 

10.5 

none 

0.95  a 

A 

B 

IDEX  JCC  Balanced  Fund-A  851  -97  77 

21.0 

1.6 

406 

58 

46.9 

5.50 

1.82 

B 

B 

IBEX  LKCM  Strategic  Total  Return-A/851-9777 

13.4 

1.5 

69 

68 

63.2 

5.50 

1.55  a 

0 

A 

Income  Fund  of  America-A/421-4120 

11.5 

5.7 

18,103 

48 

9.1 

5.75 

0.59 

A 

G 

lnvescoMulti-Asset-Balanced-lnv/525-8085 

18.2 

1.8 

746 

64 

50.1 

none 

1.15 

A 

D 

Jamestown  Balanced/787-7414 

16.5 

1.7 

131 

NA 

96.2 

none 

0.86 

RULES  PAGE  207      FOR  1 

MORE  FUND 

S:  WWW.FORBES.COM/FUNDS 

e-yea 
empt 
rmerl 
jrces 

'  return  6/30/95  through  6/30/00.  a:  Net  of  absorption  of  expenses  by  f  u 
on  fee  whose  proceeds  revert  to  the  fund.   NA:  Not  available  or  not  applic; 
1  BT  Investment-Lifecycle  Mid  Range.  ''Formerly  Founders  Balanced  Fund 
Forbes:  Upper  Inc.:  Morningstar  Inc. 

nd  sponsor, 
ble.  'Forme 
.  sFormerly 

b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose 
rly  Delaware  Group  Delaware,  formerly  BT  Investment-Lifecycle  Long  Range. 
Federated  Managed  Growth  &  Income.  6Formerly  Federated  Managed  Growth. 

F    O 

R    B    E    S    ■   August  21 

,  2000      253 

runu ouniLi 


ununi^ubu    ■  \j  ti  u  v» 


NARKE1 

PERFOSMAMCE 


UP      DOWN 


FUND/800  PHONE 


5-YEAR 

% 

MEDIAN 

MAXIMUM 

ANNUAL 

ANNUALIZED 

ASSETS 

EOUITY 

MARKET 

SALES 

EXPENSES 

TOTAL 

YIELD 

6/30/00 

AND 

GAP 

CHARGE 

PER 

RETURN 

(%) 

(SMIL) 

EQUIVALENTS 

(SBIL) 

(%) 

$100 

Blended  stock  and  bond  markets  index 

14.9V. 

3.9% 

Forbes  balanced  fund  composite 

14.0% 

2.6% 

57% 

$0.94 

A 

B 

Janus  Balanced  Fund/525-8983 

20.9 

2.2 

4,410 

53 

45.7 

none 

0.85 

B 

G 

JP  Morgan  Diversified/521-5411 

15.3 

1.6 

361 

67 

53.5 

none 

0.96 

D 

B 

Kemper  Retirement  Fund  11/621-1048 

12.0 

3.7 

144 

39 

60.3 

closed 

0.98 

C 

B 

Kemper  Retirement  Fund  111/621-1048 

12.5 

2.7 

114 

43 

61.2 

closed 

1.04 

D 

B 

Kemper  Retirement  Fund  IV/621-1048 

11.8 

2.8 

110 

39 

61.8 

closed 

1.03 

C 

C 

Kemper  Retirement  Fund  V/62M048 

12.7 

2.4 

115 

43 

63.6 

closed 

1.03 

D 

B 

Kemper  Retirement  Fund  VI/621-1048 

11.8 

2.1 

63 

35 

67.7 

closed 

1.02 

C 

B 

Kemper  Target  2010V621-1048 

14.0 

3.2 

84 

4 

61.5 

5.00 

1.00 

A 

D 

Kemper  Total  Return-A/621-1048 

15.1 

2.6 

3,600 

63 

67.0 

5.75 

1.04 

B 

D 

Liberty  Fund-A2/215-5005 

15.1 

2.0 

1,541 

64 

76.9 

5.75 

1.13 

C 

B 

Liberty  Strategic  Bal-A3/215-5005 

12.6 

3.0 

155 

57 

96.5 

4.75 

1.47a 

D 

C 

Lord  Abbett  Inv-Balanced  Fund-A/874-3733 

10.9 

5.0 

104 

NA 

27.6 

5.75 

0.35a 

D 

A* 

MainStay-Convertible-A/624-6782 

14.9 

3.2 

761 

49 

5.4 

5.50 

1.29 

A 

D 

MainStay -Total  Return-A/624-6782 

17.6 

1.3 

1,856 

64 

72.5 

5.50 

1.16 

A 

F 

Markman  Multifunds-Moderate  Alloc/707-2771 

16.3 

1.9 

87 

100 

109.5 

none 

0.95 

B 

C 

MAS-Balanced-lnstitutional/354-8185 

15.8 

3.5 

406 

53 

65.6 

none 

0.58 

B 

D 

MAS-Multi-Asset-Class-lnst  354-8185 

14.3 

3.3 

154 

54 

38.2 

none 

0.78  a 

B 

B 

McM  Funds-Balanced/831-1146 

15.8 

2.8 

165 

60 

70.0 

none 

0.60 

D 

A 

MFS  Total  Return-A/225-2606 

13.0 

3.2 

5,776 

51 

14.3 

4.75 

0.89 

C 

B 

Montgomery  Balanced-R4/572-3863 

13.1 

3.9 

62 

NA 

8.6 

none 

0.25a 

C 

0 

MSDW  Balanced  Growth-A  869-6397 

11.3 

3.3 

190 

64 

31.2 

5.25 

1.04 

F 

A 

MSDW  Balanced  lncome-A/869-6397 

8.3 

4.2 

71 

34 

30.7 

5.25 

1.20 

D 

A* 

MSDW  Convertible  Securities-A/869-6397 

14.7 

4.7 

298 

49 

49.2 

5.25 

1.05 

B 

C 

Nations-Asset  Allocation-A  321  7854 

16.1 

1.6 

404 

58 

60.7 

5.75 

1.20a 

B 

A* 

Nations-Convertible  Securities  lnv-As/321-7854 

18,8 

2.6 

366 

59 

39.1 

5.75 

1.22a 

D 

C 

Nations-Balanced  Assets-Invest  A/321-7854 

10.1 

2.8 

59 

69 

17.8 

5.75 

1.26a 

B 

c 

New  Century  Balanced/639 -0102 

14.4 

2.4 

79 

62 

20.3 

none 

1.41 

D 

B 

North  American  Balanced  Fund-A/872-8037 

10.0 

3.1 

53 

52 

34.4 

5.75 

1.51a 

C 

B 

Northern  Funds-Income  Equity/595-9111 

15.0 

2.3 

202 

48 

53.3 

none 

1.00  a 

D 

F 

NvestBalanced-A/888-4823 

7.9 

2.7 

169 

62 

26.7 

5.75 

1.33 

C 

I 

One  Group  Balanced  Fund-A/480-4111 

14.6 

2.5 

435 

58 

85.9 

5.25 

1.14 

C 

D 

Oppenheimer  Capital  lncome-At/525-7048 

13.0 

4.1 

2.793 

54 

12.9 

5.75 

0.89 

C 

B 

Oppenheimer  Convertible  Secs-A/525-7048 

13.7 

4.4 

966 

49 

209.9 

5.75 

0.95 

D 

C 

Oppenheimer  Disciplined  Alloc-A/525-7048 

91 

3.3 

173 

44 

10.7 

5.75 

1.04 

C 

1 

Oppenheimer  Multiple  Strategies  A/525-7048 

13.5 

3.4 

752 

54 

16.9 

5.75 

1.09 

A 

c 

Oppenheimer  Quest  Balanced  Val-A/525-7048 

19.1 

1.8 

2,274 

69 

30.9 

5.75 

1.51 

B 

D 

Oppenheimer  Quest  Oppor  Value-A,  525-7048 

131 

0.6 

3.107 

89 

39.3 

5.75 

1.57 

G 

B 

PaineWebber  Balanced  Fund-A/647-1568 

12.8 

2.1 

230 

55 

44.3 

4.50 

1.22 

A* 

F 

PaincWcbbcr  Tactical  Allocation-A  647  1568 

22.7 

0.1 

2,708 

100 

86.5 

4.50 

0.84 

A 

C 

Parnassus  Income-Eouity  lnc/999-3505 

17.2 

1,1 

53 

91 

32.0 

none 

1.07a 

B 

A 

Pax  World  Fund/7671729 

18.7 

1,9 

1,147 

63 

53.4 

none 

0.89 

F 

A 

Permanent  Port-Permanent/531-5142 

3.7 

1.6 

56 

61 

3.1 

none  ' 

1.47 

A* 

D 

Phoenix  Engemann  Bal Return-A ,243  4361 

19.5 

0.4 

193 

70 

116.0 

5.75 

1.46 

B 

B 

Phoenix-Oakhurst  Balanced  Fund-A  243-4361 

13.6 

2.5 

1.507 

62 

110.2 

5.75 

0.97 

D 

B 

Phoenix-Oakhurst  Income  &  Growth-A,  243-4361 

11.5 

3.5 

681 

42 

74.4 

5.75 

0.94 

B 

0 

Phoenix-Oakhurst  Strategic  Alloc-A/243-4361 

13.4 

2.2 

297 

.  73 

98.9 

5.75 

1.20 

D 

A 

Phoenix-Zweig  Managed  Assets-A/243-4361 

11.2 

1.7 

441 

54 

46.4 

5.75 

1.51 

3 

c 

Pioneer  Balanced  Fund-A/225-6292 

7.9 

3.2 

211 

57 

66.0 

4.50 

1.23 

B 

A 

Preferred  Asset  Allocation/662-4769 

16.6 

3.4 

215 

44 

71.9 

none 

0.88 

C 

C 

T  Rowe  Price  Balanced  Fund/638-5660 

14.2 

2.7 

2.117 

59 

51.5 

none 

0.79 
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Five-year  rctuin  6/30/95  through  6/30/00.  a  Net  ot  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor    r:  Distributor  may  impose 
redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  not  applicable     Formerly  Kemper  Retirement  Fund  I.  Announced  plans  to  close  in  August  2000.  'Formerly 
Colonial  Fund.    Formerly  Colonial  Strategic  Balanced.  'Formerly  Montgomery  US  Asset  Allocation    ^Formerly  Nations-Capital  Income,  formerly  Oppenheimer  Equity  Income     Flat 
fee  of  $35  on  nitial  investment.  Sources:  Forbes:  Upper  Inc.:  Morningstar  Inc. 
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We  found  the  way 


to  break  down  the  barriers  between  voice,  video,  data,  and  Internet 


so  your  business  can  go 


as  far  as  you  want  it  to. 


£#!///& 


^ 


Presenting  Sprint  IONs"  Integrated  On-Demand  Network.  It's  a  truly  converged  network  that  can 
dramatically  simplify  the  way  you  do  business.  Because  what  used  to  require  multiple  networks,  now  only  takes 
one,  making  the  way  you  communicate  easier  to  manage  and  more  cost-effective.  With  its  speed  and  flexible 
bandwidth,  your  employees  can  work  faster  and  smarter  than  ever  before.  And  you  have  the  network  capacity 
and  intelligence  to  add  new  e-business  applications  throughout  your  enterprise.  All  of  which  will  allow  you  to 
focus  on  -new  business  opportunities  instead  of  your  network.  Down  whichever  road  you  choose  to  go. 

Let's  make  contact: 

Experience  Sprint  ION  for  yourself  online  @  www.sprint.com/experience14  or  call  1  877  778-4251. 
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^Sprint 


The  point  pf  contact' 
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MARKET 

5-YEAR 

% 

MEDIAN 

MAXIMUM 

ANNUAI 

j    PBffORMAJrCE   |                                                                                                           ANNUALIZED 

ASSETS 

EQUITY 

MARKET 

SALES 

EXPENStj 

UP      DOWN 

FUND/800  PHONE 

TOTAL            YIELD 
RETURN             (X) 

6/30/00 
(SMIL) 

AND 
EQUIVALENTS 

CAP 

(SBIL) 

CHARGE 
(%) 

PER    1 

$100 

A       ▼ 

Blended  stock  and  bond  markets  index 

14.9%          3J% 

Forbes  balanced  fund  composite 

14*% 

2  6;: 

57% 

$0J4 

T  Rowe  Price  Personal  Srrat-BaJanced/638-5660 

13.6 

3.0 

611 

61 

23.2 

none 

0  96 

T  Rowe  Price  Personal  Strat-lncome  638-5660 

11.2 

4.1 

196 

42 

24.2 

none 

0.90  a] 

Principal  Balanced  Fund-A  451-5447 

10.3 

2.5 

118 

57 

31.1 

4.75 

1  28 

Prudential  Balanced  Fund-A  225-1852 

11.8 

2.7 

886 

69 

25.3 

closed 

1.17  a] 

Putnam  Asset  Allocation-Balanced-A/354-5487 

15.1 

2.0 

2.077 

68 

24.0 

5.75 

1.14  | 

Putnam  Asset  Allocation-Conserv-A  354-5487 

10.1 

3.8 

599 

34 

28.3 

5.75 

131 

Putnam  Balanced  Retirement-A/354-5487 

10.1 

4.6 

623 

53 

19.4 

5.75 

1.09 

Putnam  Convertible  Income-Growth-A  354-5487 

13.3 

4.6 

1.265 

76 

20.1 

5.75 

0.98 

C        George  Putnam  Fund  of  Boston-A  354-5487 

11.7 

3.8 

4.526 

57 

25.8 

5.75 

0  93  | 

D        Rainier  Balanced  Portfolio  248-6314 

17.1 

1.6 

137 

66 

60.0 

none 

1192 

D        Scudder  Balanced-S  728-3337 

15.7 

1.6 

561 

73 

66.5 

none 

0.77  1 

A        Seligman  Income  Fund-A  221-7844 

6.9 

3.0 

235 

37 

84.3 

4.75 

1.15 

C        Sentinel  Balanced  Fund-A  282-3863 

11.3 

3.3 

295 

61 

45.2 

5.00 

1.11 

C        SB  Income-Balanced-A  451-2010 

12.5 

2.7 

793 

61 

67.9 

5.00 

1.05 

A        SB  Principal  Return-Sec  &  Growth  451-2010 

13.2 

:- : 

103 

33 

1.8 

closed 

0.92  | 

I        State  St  Research  Strategic  GAI-A  882-0052 

13.9 

2.1 

689 

57 

5.6 

5.75 

1.29  | 

B        SteinRoe  Balanced  Fund  338-2550 

14.0 

2.7 

234 

67 

93.4 

none 

1.03 

C       STI  Classic-Balanced  Fund-lnv  888-428-6970 

14.0 

2.0 

74 

56 

49.6 

3.75 

1.27a 

C        Strong  Balanced-lnv1  368-3863 

14.9 

3.3 

349 

63 

104.5 

none 

1 .04 

■» 

■     |  SunAmerica  Balanced  Assets-A  858  8850 

17.8 

1.2 

521 

69 

90.7 

5.75 

1.45  | 

D        Thompson  Plumb  Balanced  Fund  9990887 

17.5 

1.1 

60 

71 

25.3 

none 

125] 

D        UAM-Sirach  Strategic  Balanced-I  638-7983 

15.7 

2.7 

76 

59 

96.8 

none 

0.99 

B       USAA  Invest-Growth  &  Tax  Strategy  382-8722 

124 

2.7 

270 

47 

119.6 

none 

0.70 

A-         B        Value  Line  Asset  Allocation  2230818 

22.8             1.2 

304 

86 

7.3 

none 

1.03  ] 

A        Value  Line  Convertible  Fund  223-0818 

15.7             2.7 

89 

38 

113.9 

none 

1.00  | 

C       Vanguard  Asset  Allocation  835-1510 

18.3 

4.1 

8.503 

37 

85.3 

none 

0.47  ] 

■           C        Vanguard  Balanced  Index  835-1510 

15.9 

3.1 

3.543 

60 

47.6 

none2 

0.20 

B           B        Vanguard  Convertible  Securities  835-1510 

15.8 

3.5 

336 

48 

NA 

none 

0 .55 

D           A        Vanguard  LifeStrategy  Conservative  Gr  835-1510 

12.6 

4.4 

1.733 

50 

63.2 

none 

0  29 

C        Vanguard  LifeStrategy  Moderate  Growth/8351510 

15.3 

3.3 

3  c3~ 

100 

44.7 

none 

0  29  | 

C          C        Vanguard  STAR  Fund  835-1510 

14.3 

3.6 

7.730 

NA 

21.6 

none 

0.36  | 

C           B        Vanguard  Tax-Managed  Balanced  835-1510 

14.8 

2.4 

387 

49 

53.5 

noner 

0.20 

D           A        Vanguard  Wellesley  Income  835-1510 

9.8 

5.8 

6.039 

36 

13.0 

none 

0.30 

C        Vanguard  Wellington  Fund  - 

133 

4.2 

22.003 

62 

22.0 

none 

0.30 

1        VanKampen  Equity  Income-A  341-2911 

17.6 

26 

2.526 

71 

24.1 

5.75 

0.82  | 

C        VanKampen  Harbor  Fund-A  341-2911 

19.3 

2.0 

688 

52 

47.0 

5.75 

1 00  ] 

■        Victory  Balanced  Fund-A  539-3863 

13.9 

25 

406 

60 

50.8 

5.75 

1.25a 

A*      Victory  Convertible  Securities-A  539-3863 

14.4 

4.2 

88 

50 

7.6 

575 

124a 

C        Vintage  Balanced  Fund  438-6375 

15.8 

20 

92 

64 

28.6 

none 

1.28 

C        Wachovia  Balanced  Fund-A 341-7400 

16.3 

2.1 

239 

55 

97.2 

5.75 

1.01a] 

A        Waddell  A  Reed  Asset  Strategy-A5,888-923-3355 

13.3 

0.4 

80 

53 

160 

5.75 

1.84  | 

C        Waddell  A  Reed  Continental  lnc-A4/888-923-3355 

12.7 

2.2 

583 

57 

42.4 

5.75 

1 18  | 

B        Waddell  A  Reed  Retirement-As  888-923-3355 

20.0 

0.5 

1.411 

78 

24.4 

5.75 

1.15  1 

A        WAR  Asset  Strategy-C*/888-923-3355 

12.4 

0.2 

55 

NA 

15.2 

300 

2.24  1 

■       Wells  Fargo  Asset  Allocation-A'222-8222 

16.5 

2.3 

1.895 

75 

87.9 

5.75 

0  99a 

B        Wells  Fargo  Litepatti-2010-A,/222-8222 

12.1 

2.6 

127 

50 

57.5 

5.75 

130a 

D        Wells  Fargo  Lifepath-2020-A'  222-8222 

15.4 

1.6 

238 

72 

62.0 

5.75 

130a 

F           A-    I  Wells  Fargo  Lifepath-OpportuQity-A"  222-8222 

7.7 

3.5 

59 

24 

39.3 

5.75 

130a 

B           A-       Whitehall  Growth  4  Income"  994-2533 

18.5 

1.6 

73 

56 

39.1 

none 

128a 

B     '  WM  Bond  A  Stock-A  222-5852 

11.7              3.2 

251 

66 

6.9 

5  50 

106  ] 

30/95  Through  6/30/00    a:  Net  of  absorpt -n  of  expenses  by  fu 

redemptior  foe  whose  proceeds  revert  to  the  fund.  NA  Noi       .  lable  or  not  applica 

•ed  Asset  Strategy    'Formerly  United  Continent..  ,ncome.  ^Formerly  I 

Allocation    'Formerly  Stagecoach  Lifepath-2010.  'Formerly  S    ^ecoach  Litepath- 

^"-bes,  Upper  Inc..  Mornmgstar  Inc 

id  sponsor    b:  Includes  back-end  load  that  reverts  to  distributor,  r  Distributor  may  impose 
ble     Formerly  Strong  Asset  Allocation  Fund    ;May  impose  annual  $10  account  maintenance  fee.  1 
Jnited  Retirement  Shares.  •Formerly  Waddell  &  Reed  Asset  Strategy    "Formerly  Stagecoach  Asset 
2020.  "Formerly  Stagecoach  Lifepath-Opportunity    "Formerly  IBJ  Blended  Total  Return 
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Yes.  All  my  bills  were  paid  on  time. 
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Honesty, 
integrity  and  Yahoo!  Bill  Pay. 

These  things  will  keep  you 


out  of  trouble 


Get  online  bills,  monthly  reminders 
and  automatic  payments 

on  recurring  bills.  Then  you'll 

be  primed  for  success. 

Oh  yeah,  be  a  nice  person,  too. 

finance.yahoo.com 
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L.  U  II  W  I     t- 


Eurogems 


Small-company  growth  stocks  are  an  old  story  in  the  U.S. 
but  not  yet  fully  played  out  abroad.  I  by  megan  mulligan 


THE  RUSSELL  2000  INDEX  OF  SMALL 
capitalization  U.S.  stocks  sells  for 
43  times  latest  12-month  earn- 
ings. In  contrast,  the  HSBC  Smaller 
European  Companies  Index  has  a 
P/E  of  21.  If  you  believe  that  the 
ongoing  integration  of  Euro- 
pean economies  will  lead  to 
greater  prosperity  as  well  as  a 
wave  of  mergers,  then  a  European 
small-cap  fund  is  a  good  way  to  di- 
versify an  investment  portfolio. 

Example:  The  T.  Rowe  Price  In- 
ternational Discovery  Fund  ($1.1 
billion  assets)  buys  fast-growing 
small-cap  companies  with  market 
values  between  $250  million  and  $3 
billion.  The  fund,  now  closed  to  new 
investors  but  a  good  example  to 
follow,  usually  invests  50%  to  60% 
of  its  portfolio  in  western  Europe.  Inter- 
national Discovery  has  a  12-month  total 
return  of  105%  versus  17%  for  the  Mor- 
gan Stanley  EAFE  index  of  international 
stocks.  Though  the  fund  is  no-load,  there 
is  a  2%  redemption  fee  on  shares  held 
for  less  than  one  year. 

Justin  Thomson,  manager  of  Inter- 
national Discovery,  favors  oilfield  ser- 
vices and  biotechnology,  although  the 
fund's  most  successful  investment  of 


Integration  of 
many  European 
economies  will 
lead  to  prosperity. 


late  is  Germany's  Dialog  Semicc 
ductor,  whose  shares  ha 
risen  from  $9.50  when  t| 
fund  bought  it  in  Octot 
1999  to  $58  at  present.  Dia 
specializes  in  microchips 
mobile    handsets.    Otr 
large    holdings    inclul 
Enea  Data  of  Sweden] 
software  and  consultij 
firm,    and    Coflexip 
France,  which  manufactuil 
undersea  flexible  pipes  usj 
for  transporting  oil  and  gJ 
telecommunications     at 
power. 

Most  of  the  funds  in 
table  below  have  no  or  lir 
ited  emerging-market  el 
posure;  the  most  expos] 
is  International  Discovery  Fund,  whii 
retains  several  holdings  in  India.  Tl 
Nicholas- Applegate  International  Smj 
Cap  Growth  Fund  has  one  of  the  btj 
long-term  performance  records, 
though  lately  some  of  its  top  holdinl 
have  grown  into  mid-cap  companies] 
Given  the  volatile  nature  of  sma 
stocks,  which  respond  to  local  rallifl 
these  funds  are  most  appropriate  f<| 
long-term  investors. 


^ 

SMALL  EUROPEAN  COMPANIES  COULD  DELIVER  BIG  RETURNS 

TOTAL  RETURN 

MAXIMUM 

SALES 

CHARGE 

<%) 

PORTFOLIO 
TURNOVER 

<%) 

MEDIAN    1 
MARKET   1 
CAP 

(SOIL) 

LATEST 
12  MONTH           3-YEAR            5  YEAR 

ASSETS 
(SMIL) 

American  Century  International  Discovery 
BlackRock  International  Small  Cap  Equity 
Driehaus  European  Opportunity 
Federated  International  Small  Company 
Dreyfus  Founders  Passport  A 

59.5%             31.0%            30.2% 
1231                  NA                  NA 
192.3                  NA                 NA 

44.0  34.3                NA 

54.1  21.3               20.7 

$2,035 

42 

58 

1.481 

406 

closed 

5.00% 

none 

5.50 

5.75 

110% 

224 

215 

321 

330 

$1.3 
1.7 
3.3 
1.0 
0.5 

Nicholas- Applegate  International  Small  Cap 
Pictet  International  Small  Companies 
Pilgrim  International  SmallCap  Growth 
T  Rowe  Price  International  Discovery 

95.3               46.6              36.3 
101.5                29.5               NA 

828                43.0              34.0 
105.1                36.2              26.1 

261 

10 

718 

1.103 

none 
none 
5.75 
closed 

90 
166 
146 

98 

2.5 
2.8 
2.2 

1.1 

NA  Not  ."uiplicable  or  not  available.  Sources:  fube.  Upper  Inc. 
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MSP  FOR  STARTUPS 


DON,  September  4-5 


BOSTON,  September  20-21 


garage1?Tcom 


we  start  up  startups 


Ition.  Join  Garage.com's  two-day  Bootcamp  for  Startups.  Learn  the  fundamentals  of  taking  your  company  from  startup  to  IPO.  Hear  from  the  high  tech  industry's 
ivestors,  experts,  and  entrepreneurs.  Gain  invaluable  information  about  raising  capital,  building  a  buzz,  hiring  top  talent,  and  launching  your  product.  At  ease. 
G     ON     TO     WWW.GARAGE.COM/BOOTCAMP    TO     LEARN     MORE     &     REGISTER     TODAY. 
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Global  Stock  Funds 

These  funds  offer  the  ultimate  diversification, 
investing  in  equities  from  all  over  the  world. 
During  the  past  three  years  it  hasn't  paid  much  to 
diversify;  annualized  returns  are  a  respectable 
13%  for  these  funds,  but  that  lags  our  U.S.  stock 
fund  composite  by  5  percentage  points. 


MIES  PMC  217      FOR  HIE  FINIS:  IH.FIIIES  CII'FIIIS 


r         r  '-'■-'-'.'-  •--:-;-.  =i  "  :    :  ;  •    -•     -       ■ .  • .    - 


rewerr  r3  :he  fund.  HA.  Mot »  liihlf  or  not 
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URKET 
OMUHCE 

FUND/800  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 
GRADE1 

ASSETS 

6/30/00 

(SMIL) 

WEIGHTED 
AVERAGE 

P/E 

FOREIGN 
INVESTMENT 

(X) 

MAXIMUM 

SALES 

CHARGE 

(H) 

ANNUAL 

EXPENSES 

PER 

SlOO 

t      DOWN 

▼ 

5  YEAR 

3-YEAR 

Blended  domestic  and  foreign  stock  index 

17.6% 

15.1% 

Forbes  global  stock  fund  composite 

14.3% 

12.9% 

38 

52% 

$1.51 

■ 

American  Century  Global  Nat  Res-l/345-2021 

8.5 

4.1 

2 

53 

28 

57 

none 

0.68 

D 

AXP  Global  Growth-A/437-4332 

15.2 

17.2 

3 

2.158 

46 

52 

5.75 

1.31 

A* 

Brinson  Global  Fund-l/448-2430 

9.3 

4.1 

5 

284 

30 

NA 

none 

0.96 

C 

Calvert  World  Values-lnrl  Equity-A/368-2748 

12.1 

9.5 

2 

267 

39 

91 

4.75 

1.87 

* 

Capital  World  Growth  &  lncome-A/421-4120 

19.3 

16.3 

4 

11,453 

31 

63 

5.75 

0.79 

1 

Citizens  Global  Equity-Standard  223  7010 

25.6 

31.7 

1 

348 

48 

58 

none 

1.82 

c 

Dreyfus  Founders  WW  Growtti-F2/525  2440 

16.3 

16.1 

5 

285 

46 

55 

closed 

1.53 

D 

Dreyfus  Global  Growth/782-6620 

12.4 

10.4 

5 

78 

47 

61 

none 

1.35 

• 

Dreyfus  Premier  WW  Growth-A/782-6620 

21.1 

17.4 

1 

1.775 

39 

42 

5.75 

1.18 

A* 

C 

Eaton  Vance  WW  Hearth  Sciences-A/225-6265 

34.1 

35.3 

3 

667 

46 

33 

5.75 

1.70 

Evergreen  Global  Opportunities-A  343  2898 

16.5 

22.4 

3 

272 

37 

40 

4.75 

1.78 

c 

Evergreen  Perpetual  Global-A3/343-2898 

17.5 

14.1 

3 

233 

NA 

NA 

4.75 

2.16 

0 

Evergreen  Precious  Metals-A/343-2898 

-12.3 

-16.4 

1 

62 

22 

81 

4.75 

2.01 

B 

Fidelity  Advisor  Natural  Resources-T/522-7297 

12.9 

8.1 

3 

351 

34 

17 

3.50 

1.43 

A 

Fidelity  Global  Balanced/544-8888 

13.5 

13.1 

1 

112 

34 

30 

none 

1.33 

F 

Fidelity  Select-Gold/544-8888 

-8.9 

-14.5 

1 

263 

25 

86 

3.00 

1.41 

C 

Fidelity  Worldwide  Fund/544-8888 

13.8 

11.7 

2 

1,121 

32 

48 

none 

1.06 

A* 

First  Eagle  SoGen  Global-A4  451  3623 

9.9 

6.4 

5 

1.713 

21 

50 

5.00 

1.32 

C 

First  Investors  Global  Fund-A/423-4026 

15.4 

13.4 

4 

397 

31 

59 

6.25 

1.72 

D 

Fortis  Global  Growth-A/800-2000 

18.8 

18.3 

1 

215 

47 

51 

4.75 

1.36 

C 

Franklin  Global  Health  Care-A/342  5236 

19.3 

10.7 

1 

178 

31 

5 

5.75 

1.34 

D 

Franklin  Gold  &  Precious  Metals-A,  342-5236 

-8.0 

-9.5 

1 

201 

26 

70 

5.75 

1.31 

B 

Fremont  Global  Fund/548-4539 

13.3 

11.1 

5 

799 

42 

29 

none 

0.86 

B 

Gabelli  Global  Growths/422-3554 

33.6 

44.6 

4 

467 

42 

61 

none 

1.58 

B 

Gabelli  Global  Telecommunications/422-3554 

29.3 

37.3 

3 

451 

31 

36 

none 

1.48 

D 

GAM  Global  Fund-A/426-4685 

10.6 

3.9 

2 

61 

46 

34 

5.00 

2.20 

i 

A 

Global  Utility  Fund-A/225-1852 

14.3 

12.1 

5 

225 

23 

20 

5.00 

1.17  a 

D 

Hancock  Global  Fund-A/225-5291 

10.9 

7.3 

3 

169 

41 

60 

5.00 

1.74 

B 

IDEX  JCC  Global  Fund-AV851-9777 

28.3 

28.1 

2 

1,839 

52 

66 

5.50 

1.73 

F 

Invesco  Gold  Fund-lnv/525-8085 

-15.5 

-26.0 

3 

80 

32 

57 

none 

2.08 

D 

lnvescoSpecialty-Telecom-lnv/525-8085 

44.8 

61.7 

2 

3.643 

55 

18 

none 

0.99 

B 

Janus  Worldwide  Fund/525-8983 

29.4 

29.0 

2 

42,174 

52 

57 

closed 

0.87 

)          D 

Lexington  Goldfund/526-0056 

-11.6 

-15.6 

2 

53 

22 

70 

none 

1.74 

C 

Liberty-Newport  Global  Equity-A7/215-5005 

12.8 

8.4 

3 

126 

30 

NA 

5.75 

1.65  a 

C 

Liberty-Newport  Intl  Equrty-A'/215-5005 

10.9 

6.5 

4 

104 

39 

NA 

5.75 

1.64 

C 

Lord  Abbett  Global-Equity-A/874-3733 

12.0 

10.6 

2 

78 

39 

64 

5.75 

1.94 

C 

Mercury  Global  Holdings-A9/637-3863 

16.9 

17.0 

5 

304 

50 

60 

5.25 

1.37  a 

A* 

Merrill  Lynch  Global  Allocation-D/637-3863 

13.6 

10.5 

5 

6,923 

24 

NA 

5.25 

1.21 

C 

Merrill  Lynch  Global  Resources-D/637-3863 

5.5 

2.2 

2 

91 

31 

32 

5.25 

1.48 

1          C 

Merrill  Lynch  Global  SmallCap-D/637-3863 

21.3 

25.5 

2 

182 

36 

45 

5.25 

2.10 

:       a 

Merrill  Lynch  Global  Utility-D/637-3863 

16.3 

15.0 

4 

332 

33 

65 

4.00 

1.07 

)          A 

MFS  Global  Asset  Allocation-A/225-2606 

12.4 

9.3 

4 

224 

40 

16 

4.75 

1.45 

1           B 

MFS  Global  Equity-A/225-2606 

16.9 

13.4 

3 

877 

34 

54 

5.75 

1.55 

I           D 

MFS  Global  Growth-A/225  2606 

21.1 

22.2 

4 

927 

47 

52 

5.75 

1.44  a 

)          A 

MFS  Global  Total  Return-A/225  2606 

13.0 

10.7 

4 

362 

36 

43 

4.75 

1.48 
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7      FOR  MO 

RE  FUNDS:  \ 

WWW.FORBES.COM/FUNDS 

P   year  return  6/30/95  through  6/30/00;  three-year  return  6/30/97  through  6/30/00.  'Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I.  have  relatively 
s  I  tax  liabilities,  a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds 
n  1  to  the  fund.  NA:  Not  available  or  not  applicable,  formerly  Founders  Worldwide  Growth  Fund.  3Formerly  Mentor  Perpetual  Global.  'Formerly  SoGen  International  Fund. 
5I  nerly  Gabelli  Global  Interactive  Couch  Potato,  formerly  IDEX  Global.  'Formerly  Colonial  Global  Equity.  8Formerly  Colonial  International  Horizons  Fund.  'Formerly  Merrill  Lynch 
C  al  Holdings.  Sources:  Forbes;  Upper  Inc.;  Momingstar  Inc. 
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The  first  word  on  Wall  Street... 
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ARRET 

OMUNCE 

FUND/800  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 

GRADE1 

ASSETS 

6/30/00 

(SMIL) 

WEIGHTED 
AVERAGE 

P/E 

FOREIGN 
INVESTMENT 

MAXIMUM           ANNUAL 
SALES              EXPENSES 
CHARGE                 PER 

(%)                    $100 

11 

rrrn 
■ 

5-YEAR         3-YEAR 

Blended  domestic  and  foreign  stock  index 

17.6*/.        15.1% 

Forbes  global  stock  fund  composite 

143*/.        12.9% 

38 

52% 

$1.51 

Scudder  Global  Fund-S/728-3337 

14.9 

11.1 

5 

1.544 

34 

62 

none                1.32 

D 

Scudder  Gold  Fund-S/728-3337 

-8.0 

-16.3 

3 

94 

28 

70 

none                1.66 

■ 

Security  Global  Fund-A/888-2461 

22.5 

24.1 

4 

101 

40 

63 

5.75                1.96 

B 

Seligman  Global  Small  Cos-A/221-7844 

12.8 

7.6 

1 

555 

40 

57 

4.75                1.66 

C 

Seligman  Global  Technology-A/221-7844 

31.6 

42.6 

3 

2.180 

46 

41 

4.75                1.53 

c 

Smallcap  World  Fund-A  421-4120 

20.2 

20.3 

3 

14.362 

35 

43 

5.75                1.09 

1 

State  St  Research  Global  Res-A;  882-0052 

11.2 

-3.7 

2 

159 

35 

38 

5.75                1.57  a 

c 

Templeton  Capital  Accumulator/342-5236 

15.1 

10.9 

2 

355 

27 

76 

plan 2              1.05 

Templeton  Global  Opportunities-A  342-5236 

13.4 

8.3 

4 

660 

28 

78 

5.75                1.42 

B 

Templeton  Global  Smaller  Cos-A/342-5236 

6.5 

-1.3 

4 

963 

18 

82 

5.75                1.39 

B 

Templeton  Growth  Fund-A/342-5236 

13.1 

7.9 

5 

14,405 

24 

65 

5.75                1.12 

G 

Templeton  World  Fund-A/342-5236 

15.3 

10.1 

5 

9,521 

21 

61 

5.75                1.04 

• 

Tweedy,  Browne  Global  Value/432-4789 

18.7 

15.4 

3 

3,327 

NA 

NA 

none                1.38 

0 

US  Global  Investors-World  Gold3/873 -8637 

-15.3 

-25.8 

1 

57 

31 

65 

none                 2.47 

* 

USAA  Invest-Cornerstone  Strategy/382-8722 

11.3 

6.5 

4 

1.112 

29 

27 

none                 1.09 

F 

USAA  Invest-Gold  Fund/382-8722 

-10.3 

-11.3 

1 

76 

24 

64 

none                1.57 

C 

USAA  Invest-World  Growth/382-8722 

16.3 

13.2 

2 

424 

39 

60 

none                 1.12 

D 

Van  Eck  Intl  Investors  Gold-A/544-4653 

-16.8 

-19.5 

1 

111 

28 

66 

5.75                2.08  a 

D 

Vanguard  Gold  &  Precious  Metals/835-1510 

-9.0          -10.7 

1 

299 

26 

72 

none  r              0.77 

» 

VanKampen  Global  Eq  Allocation-A4/341-2911 

16.4            12.4 

4 

659 

30 

43 

5.75                 1.70 

i 
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7      FOR  MORE  FUNDS:  WWW.F0RBES.COM/FUNDS 

F 

ear 

'ax 

TO 

no 

return  6/30/95  through  6/30/00;  three-year  return  6/30/97 1 
liabilities    a:  Net  of  absorption  of  expenses  by  fund  sponsor,  b 
the  fund.  NA:  Not  available  or  not  applicable.  ^Available  only  t 
l.  Sources  Forbes;  Upper  Inc.:  Morningstar  Inc. 

hrough  6/30/00.    Tax  effic 
:  Includes  back-end  load  tf 
irough  monthly  contractua 

iency  based  on  past  per 
at  reverts  to  distributor 
plan.  3Account  closing 

formance.  The  most  efficient  funds,  graded  1.  have  relatively 
r:  Distributor  may  impose  redemption  fee  whose  proceeds 
fee  of  $10.  'Formerly  Morgan  Stanley  Global  Equity 

is  now  the  last. 

The  Expanded  Business  Center.  Weeknights  6:30pm  -  8pm. 

Now  the  only  thing  we  don't  cover  are  trades  you  make  in  your  sleep. 
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Watch  CNBC  all  Business  Day     C^IMKSl^      Go  to  CNBC.com  24/7  for  more 
Weekdays  5:00AM-8:00PM  ET.  cnbc.com  in-depth  and  personalized  insight. 
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Foreign  Stock  Funds 

Funds  that  invest  in  non-U.S.  stocks  tend  to  have 
higher  fees  than  American  ones  and  lately  haven't 
outpaced  domestic  funds.  But  exceptions  exist,  fueled 
by  a  dawning  sense  of  shareholder  value  abroad. 


D 

F 
D 
D 
C 


D 
B 
D 
C 
A 


Morgan  Stanley  Capital  Intl  EAFE  index 


Forbes  foreign  stock  fund  composite 


AIM  Euroland  Growth-A2/347-1919 
AIM  Japan  Growth-A  347- 1919 
AIM  Latin  American  Growth-A  34  M919 
Alliance  International  Fund-A/227-4618 
Alliance  New  Europe-A/227-4618 


AXP  International  Fund-A/437-4332 
Babson  Stewart  Ivory  International/422-2766 
Dresdner  RCM  Europe-N]/726-7240 
Enterprise  Group-lntl  Growth-A/432-4320 
EuroPacific  Growth  Fund-A/421-4120 


Evergreen  International  Growth-A  ,343-2898 
Excelsior-lnternational/446-1012 
Federated  International  Equity-A  341-7400 
Fidelity  Advisor  Overseas-T/522-7297 
Fidelity  Canada  Fund/544-8888 


Fidelity  Emerging  Markets  ,544-8888 
Fidelity  Europe  Fund/544-8888 
Fidelity  Intl  Growth  &  Income/544-8888 
Fidelity  Overseas  Fund/544-8888 
Fidelity  Pacific  Basin/544-8888 


ANNUALIZED 
DIAL  RETURN 
2/28/91  TO 
6/30/00         3-YEAR 


ASSETS 

TAX         6/30/00 

GRADE1        (SMIL) 


MEDIAN  MAXIMUM 

WEIGHTED       MARKET  SALES 

AVERAGE            CAP  CHARGE 

P/E               (SRIL)  (%) 


ANNUAL 
EXPENSE!  I 
PER 
$100 


8.6% 


10.6% 


10.0 
3.2 
4.5 
8.5 

14.1 


9.0 
10.6 
12.3 
10.3 
15.8 


10.8 

9.5 

12.3 

11.7 

9.7 


1.2 
13.8 
11.4 
11.2 
12.7 


10.2% 


10.1% 


38 


$1.40 


18.3 
9.7 

-8.2 
9.8 

16.8 


11.4 

10.7 

29.8 

9.3 

18.9 


560 
187 
101 
178 
422 


44 
52 
21 
46 

41 


16.4 

25.8 

2.2 

31.3 

26.9 


5.50 
5.50 
4.75 
4.25 
4.25 


1.83 
1.87 
2.06  a 
1.80a 
1.80 


11.1 
14.9 

25.0 
13.0 
12.2 


1.493 

85 

81 

91 

37.313 


49 
42 
50 
44 
43 


34.3 
14.8 
48.2 
28.5 
29.7 


5.75 
none 
none 
4.75 
5.75 


1.37 
1.26 
1.60  a 
1.81 
0.84 


-11.5 
16.1 
16.2 
13.6 
16.1 


204 

432 

711 

2.089 

92 


36 
44 
50 
37 
19 


27.0 
37.4 
9.9 
32.2 
11.3 


4.75 
none 
5.50 
3.50 
3.00 


1.22 
1.40  a 
1.67 
1.72 
1.07 


473 

1.554 

1,408 

5.585 

709 


19 

37 
37 
37 
46 


3.7 
24.9 
20.8 
32.1 
17.6 


3.00 
none 
none 
none 
3.00 


1.38 
1.04 
1.08 
1.21 
1.22 


RULES  PAGE  207      FOR  MORE  FUNDS:  WWW.FORBES.COM/FUNDS 


Three-year  return  6/30/97  through  6/3O/00.    Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I.  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  ( 
.s  by  fund  sponsor,  b:  Includes  back-end  load  that  reverts  to  distributor,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  to  the  fund.  NA:  Not  available  or  r 
ormerly  AIM  Europe  Growth    'Formerly  Emerging  Germany. 
Sow  Lipper  Inc.:  Morningstar  Inc. 
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MARKET 
RFORMANCE 

FUND/800  PHONE 

ANNUALIZED 
TOTAL  RETURN 

TAX 
GRADE1 

ASSETS 

6/30/00 

(SMIL) 

WEIGHTED 
AVERAGE 

P/E 

MEDIAN 

MARKET 

CAP 

($HL) 

MAXIMUM 
SALES 
CHARGE 

(%) 

ANNUAL 

EXPENSES 

PER 

$100 

IP       DOWN 

k       ▼ 

2/28/91  Tt 

6/30/00 

3-YEAR 

Morgan  Stanley  Capital  Intl  EAFE  index 

8.8% 

10.2% 

Forbes  foreign  stock  fund  composite 

10.6% 

10.1% 

38 

$1.40 

k 

59  Wall  Street-European  625-5759 

13.6 

16.9 

5 

156 

34 

43.5 

none 

1.34 

A 

59  Wall  Street- Pacific  Basin/625-5759 

13.7 

18.3 

5 

106 

42 

9.6 

none 

1.40 

k 

GAM  International  Fund-A/426-4685 

12.9 

0.3 

1 

911 

46 

27.2 

5.00 

2.01 

c 

Hancock  Pacific  Basin  Equities-A.  225-5291 

9.4 

0.8 

1 

77 

47 

9.8 

5.00 

1.92 

A 

Harbor  International  Fund/422-1050 

14.6 

9.7 

3 

5,330 

31 

29.7 

none 

0.92 

k 

Hotchkis  &  Wiley-International  236-4479 

12.5 

9.1 

2 

1.379 

25 

10.7 

none 

1.02 

D 

Invesco  Intl-European-lnv  525-8085 

15.3 

25.3 

5 

966 

47 

17.1 

none 

1.56 

G 

Invesco  Intl-Pacific  Basin-lnv  '525-8085 

2.3 

-11.1 

4 

82 

50 

30.1 

none 

2.12  a 

■ 

Ivy  International  Fund-A.  456-5111 

12.4 

6.3 

3 

1.590 

30 

23.9 

closed 

1.66 

F 

Japan  Fund-S;  728-3337 

7.0 

24.1 

3 

849 

50 

12.1 

none 

1.00 

D 

JP  Morgan  International  Equity/521-5411 

7.3 

8.7 

5 

62 

35 

35.1 

none 

1.24 

C 

Kemper  International  Fund-A/621-1048 

10.0 

9.7 

4 

611 

42 

28.8 

5.75 

1.45 

D 

Kemper  New  Europe-M/621-1048 

15.4 

26.9 

5 

373 

41 

12.8 

5.75 

1.68 

1           D 

Legg  Mason  Europe  Fund-A2;  577-8589 

13.4 

20.2 

5 

121 

29 

44.6 

5.75 

1.88  a 

C 

Lexington  Worldwide  Emerging  Mkts  526-0056 

6.0 

-2.7 

1 

124 

NA 

3.0 

none 

1.85 

i 

C 

Merrill  Lynch  Developing  Cap  Mkts-D/637-3863 

6.3 

-5.4 

3 

201 

32 

6.8 

5.25 

2.12 

D 

Merrill  Lynch  Dragon-D/637-3863 

4.9 

-9.1 

5 

363 

37 

18.8 

5.25 

1.77 

k 

Merrill  Lynch  EuroFund-D/637-3863 

13.9 

16.0 

5 

1,374 

19 

14.0 

5.25 

1.22 

D 

Merrill  Lynch  Latin  America-D/637-3863 

8.8 

-1.7 

3 

242 

25 

3.7 

5.25 

2.04 

; 

k 

Merrill  Lynch  Pacific-D/637-3863 

12.8 

11.9 

5 

1,815 

42 

25.2 

5.25 

1.10 

C 

Montgomery  Emerging  Markets-R/572-3863 

4.6 

-9.5 

2 

291 

29 

7.4 

none 

2.05  a 

1+ 

C 

MSDW  European  Growth-A/869-6397 

16.7 

18.2 

5 

2,556 

40 

58.9 

5.25 

1.27 

c 

MSDW  Pacific  Growth-A/869-6397 

6.3 

-4.0 

3 

688 

39 

14.8 

5.25 

1.57 

, 

D 

Phoenix-Aberdeen  International-A3  243-4361 

10.7 

14.9 

5 

175 

35 

26.2 

5.75 

1.53 

f 

C 

Pimco  International-A  426-0107 

7.3 

5.6 

4 

114 

38 

29.4 

5.50 

1.45 



B 

T  Rowe  Price  European  Stock/638-5660 

13.7 

16.0 

4 

1,433 

37 

43.6 

none 

1.01 

D 

T  Rowe  Price  International  Discovery/638-5660 

15.5 

36.2 

1 

1,103 

45 

1.1 

closed 

1.23 

B 

T  Rowe  Price  International  Stock/638-5660 

11.7 

11.3 

3 

12,012 

42 

37.8 

none 

0.84 

C 

T  Rowe  Price  New  Asia/638-5660 

8.1 

1.5 

2 

1,206 

32 

23.0 

none 

1.07 

B 

Principal  International  Fund-A/451-5447 

12.8 

10.6 

5 

431 

41 

29.8 

4.75 

1.22 

■ 

Prudential  Pacific  Growth-A/225-1852 

6.5 

-2.6 

5 

154 

39 

4.9 

5.00 

1.72  a 

B 

Putnam  Asia  Pacific  Growth-A/354-5487 

11.5 

5.8 

5 

506 

41 

16.1 

5.75 

1.46 

B 

Putnam  Europe  Growth-A/354-5487 

16.0 

17.6 

3 

2,046 

26 

17.6 

5.75 

1.23 

|r> 

C 

Putnam  International  Growth-A/354-5487 

16.9 

24.7 

2 

10,977 

41 

30.5 

5.75 

1.27 

C 

Schroder  Cap-lnternational-lnv/464-3108 

10.5 

11.1 

5 

124 

38 

42.3 

none 

0.99  a 

c 

Scudder  International  Fund-S/728-3337 

12.8 

17.4 

5 

4.960 

44 

32.0 

none 

1.05 

A* 

SB  World-International  Equity-A/451-2010 

12.7 

10.3 

1 

852 

49 

12.5 

5.00 

1.28 

c 

Templeton  Developing  Markets-A/  342-523  6 

7.4 

-7.8 

5 

2,734 

18 

2.3 

5.75 

2.02 

A> 

Templeton  Foreign  Fund-A/342-5236 

10.7 

6.4 

5 

13.119 

21 

9.3 

5.75 

1.13 

c 

Templeton  Pacific  Growth-A/342-5236 

2.3 

-12.3 

4 

60 

29 

7.8 

5.75 

1.92 

B 

USAA Invest-lnternational  382-8722 

11.7 

8.0 

3 

558 

36 

15.2 

none 

1.10 

B 

Vanguard  European  Stock  Index/835-1510 

14.3 

16.5 

1 

5,944 

33 

44.5 

none4 

0.29 

C 

Vanguard  International  Growth/835-1510 

11.2 

10.6 

2 

10.527 

34 

29.8 

none 

0.52 

B 

Vanguard  International  Value/835-1510 

8.4 

7.4 

5 

982 

30 

12.9 

none 

0.59 

B 

Vanguard  Pacific  Stock  Index/835-1510 

6.2 

1.5 

2 

2,420 

44 

22.6 

none* 

0.37 

C 

Victory  International  Growth-A/539-3863 

9.2 

11.6 

3 

208 

43 

38.7 

5.75 

1.75  a 

B 

Vontobel  International  Equity/527-9500 

12.5 

13.6 

4 

161 

37 

24.0 

none 

1.28 

C 

Waddell  &  Reed  Intl  Growth-As/888-923-3355 

16.4 

21.1 

5 

1,727 

43 

30.5 

5.75 

1.46 

I 

C 

Warburg  Pincus  International  Equity-C/927-2874 

10.9 

6.6 

3 

886 

40 

17.5 

none 

1.43 

9          B 

Wright  Intl  Blue  Chip  Equities-S/888 -9471 

9.8 

9.0 

4 

136 

42 

35.8 

none 

1.49 
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Don't  be  alarmed  if  you  discover  a  cat 
stuffed  in  your  mailbox. 


* 


V    fenVxs 


^^^j    He's  going  to  show  up  at  every  Forbes  subscriber's  house  in  the  coming  weeks,  and 
from  there  on  out  you'll  never  read  a  magazine  the  same  way  again.  Because 


starting  in  the  September  1 1  Best  of  the  Web  issue,  you  can  use  your  :Cue:C.A.T.™  device,  a  new 
:echnology  developed  by  Digital  Convergence. :com™  to  swipe  :cues  in  selected  ads  and  articles.  Then 
/ou'U  be  whisked  directly  to  a  specific  Web  page  for  more  information.  No  more  typing  URLs.  No 
"nore  wading  through  dozens  of  Web  pages.  It's  the  beginning  of  a  technological  revolution  and  Forbes 
subscribers  are  leading  the  charge.  So  let  your  cat  out  of  the  bag  and  hang  on  for  one  wild  ride. 
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Forbes 

CAPITALIST  TOOL 


Better  Than  Index  Funds 

Exchange-traded  funds  have  big  advantages:  lower  capital  gains  taxes 
and  lower  expenses.  Ideal  for  long-term  investors.  I  by  jamesm.  clash 


YOU  HEAR  THIS  QUESTION  A  LOT: 
Why  bother  to  pay  for  active  mu- 
tual fund  management?  After  all, 
S&P  500  index  funds  have  beaten  80%  of 
managed  domestic  stock  funds  over  the 
past  decade.  Most  of  the  indexers'  out- 
performance  is  due  to  lower  costs.  The 
$106  billion  (assets)  Vanguard  500 
Index  Fund  carries  no  sales  load  and 
charges  annual  expenses  of  just  18  cents 
per  $100  of  assets.  Compare  actively 
managed  stock  funds:  On  average  these 
zap  you  for  eight  times  that. 

Well,  if  you  like  index  funds,  you'll 
love  exchange-traded  funds,  which  are 
relatively  new  on  the  scene.  One,  called 
Ishares  S&P  500,  was  launched  in  May  by 
Barclays  Global  Investors.  This  thing 
levies  just  nine  cents  in  expenses,  half 
that  of  Vanguard's  index. 

Nine  basis  points  doesn't  sound  like 
much  but,  compounded,  it  adds  up.  Say 
you  put  $100,000  away  for  25  years  and 
it  earns  7%,  before  expenses.  The  Bar- 
clays investment  would  be  worth 
$1 1,000  more  than  the  Vanguard. 

ETFs  look  and  trade  a  lot  like  closed- 
end  mutual  funds,  except  there's  little 
or  no  discount  or  premium  to  net  asset 
value.  Like  closed-ends,  they  own  a 
fixed  basket  of  stocks.  They  usually 
replicate  a  popular  index,  like  the  S&P, 
or  a  sector,  like  technology.  Barclays  has 
launched  56  of  them,  tracking  indices 
like  the  S&P,  Russell,  Dow  and  several 

INDEX  HEAVEN:  THE  BEST  BUYS 


Morgan  Stanley  overseas  benchmarks. 

State  Street  Global  Advisors'  $21  bil- 
lion Amex  Spider,  the  other  big  S&P  500 
index  ETF,  has  been  around  since  1993. 
Up  until  five  months  ago  it  had  Van- 
guard-copying annual  expenses  of  18 
cents,  but  dropped  them  to  12  cents  to 
compete  with  Barclays 
Caveat:  It  is  structured 
as  a  Unit  Investment 
Trust,  so  State  Street 
must  wait  up  to  three 
months  to  reinvest 
dividend  income. 

Why  the  lower 
costs  with  ETFs? 
Mainly  because  an  I 
index  fund  pays  I 
for  a  back-office  " 
operation  to  cash 
out  investors  on  de 
mand,  an  outlay  ETFs  don't  face.  Should 
an  ETF's  performance  wither,  an  in- 
vestor can  simply  sell  it  in  the  stock 
market  during  the  day,  getting  the  bid 
or  ask  price  quoted  at  the  time.  With  an 
index  fund  you  only  get  the  fund's  daily 
closing  price. 

If  you  hold  ETFs  in  a  nonsheltered 
account,  there  are  also  tax  benefits. 
When  an  index  fund  sells  stock  to 
rebalance  or  meet  redemptions,  the 
capital  gain  is  passed  on  to  investors. 
Over  the  past  three  years  Vanguard 
has  passed  4%  of  its  gain  along  to  its 


Index  500  shareholders.  ETFs  reba 
ance  but  need  not  deal  with  redemj. 
tions.  State  Street's  Spider,  for  exarr 
pie,  has  passed  on  no  capital  gair 
over  the  past  three  years. 

Downside  to  ETFs:  To  get  in  or  o< 
you  incur  a  commission  and  probab 
a  small  bid/ask  spreai 
That  is,  you  might  ha\ 
to  pay  a  hair  abo\ 
net  asset  value  to  bt 
but  realize  a  hair  le 
than  NAV  on  a  se 
order.  The  corr 
mission  is  trivi. 
i  (for  most  ir 
m  vestors)  bi 
^F  the  other  pal 
^F  of  the  transactio 
cost  is  not.  So  da 
trading  ETFs  isn 
smart.  For  the  long  term  they're  pretl 
compelling. 

We  don't  include  funds  like  ETI 
in  our  Best  Buy  ratings,  but  th 
qualify  in  spirit:  good  performanc 
(vis-a-vis  other  funds)  and  low  hole 
ing  costs.  More  information  is  avaL 
able  at  www.amex.com.  In  addition  t 
Barclays  and  State  Street,  Merri 
Lynch  offers  ETFs,  and  Vanguard  plar 
to  follow  suit. 

For  those  of  you  who  prefer  cor 
ventional  index  funds,  following  is  oi 
list  of  Best  Buys. 


MARKET 
PERFORMANCE 

l-VEtl 

ANNUALIZED           ASSETS 

WEIGHTED 

MEDIAN 
MARKET 

ANNUAL 
EXPENSES 

MINIMUM 

UP      DOWN 

FUND/800  PHONE 

TOTAL 
RETURN 

6/30/00 
($mi) 

AVERAGE 

tit 

CAP 
<$Bll) 

TAX 
GRADE1 

PER 
$100 

INITIAL 

A       ▼ 

INVESTMEN 

B 

1 

•  Vanguard  500  Index/835-1510 

23.8% 

$105,583 

36 

$85.7 

1 

$0.18 

$3,000 

1 

B 

•  Fidelity  Spartan  500  Index/544-8888 

23.5 

10.204 

32 

81.2 

1 

0.19a 

10.000 

c 

B 

•  T  Rowe  Price  Equity  Index  500/638-5660 

23.5 

4,556 

36 

87.5 

1 

0.35a 

2.500 

f        »♦ 

•Gateway  Fund/354-6339 

11.9 

1.305 

35 

116.4 

1 

0.98 

1.000 

"  I  c 

■  Vanguard  Balanced  Index/835-1510 

15.9 

3.543 

34 

47.6 

0.20 

3.000 

•  Best  Buy   Tax  efficiency  based  on  past  performance:  The  most  efficient  funds,  graded  I,  have  relatively  small  tax  liabilities,  a:  Net  of  absorption  of  expenses  by  fund  sponsor. 
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Use  your  little  cat  to  put  you  behind 
the  wheel  of  a  big  cat. 


(  1  )  Take  your  :Cue:C.A.T.™  device 


^^•^       ^k     \W\\  C  01  00  00  03  00  01  59  i\lw 

(  2  )  Find  tne  SwipeStakes™  :cues 


(  3  )  And  swipe  for  a  chance  to  win  a  Jaguar  S-TYPE 


And  hundreds  of  thousands  of  dollars  in  additional  prizes  from  A.T.  Cross,  Audemars 
Piguet,  Fodors,  EuroVacations.com,  Golf  Digest,  OnStar,  and  Visteon.  Look  for  the 
SwipeStakes™  :cues  in  the  Forbes  :Cue:CA.T.™  box  that'll  be  shipped  to  your  house  in  the 
coming  weeks.  Plug  it  in  and  take  a  chance  at  winning  big.  Now  that's  a  good  little  kitty. 
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AT 


Convergence  .DT" 


llgital 

1)2000  Jaguar  Cars 
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Taxable  Bond  Funds 

These  funds  are  unlikely  to  make  you  very  rich— or  very 
poor—unless  there  is  a  dramatic  shift  in  interest  rates. 
The  average  fund  below  has  returned  2%  a  year  since  1995, 
assuming  2%  annual  inflation  and  a  33%  tax  bite. 


110 


105 


100 


95 


90 


Ratio  scale  (6/30/95  =  100) 


1995 


1996 


1997 


corporate/government  bond  index,  scaled  so  that 
June  30. 1995  equals  100.  is  the  benchmark  for 
taxable  bond  fund  ratings.  Funds  are  measured  by 
their  composite  bull-and  bear-month  performances. 


1998  1999 


2000 


MARKET 
PERFORMANCE 

1 

5  YEAR 
NNUALIZEO 
TOTAL           YIELD 
RETURN            (S) 

ASSETS 

6/30/00 

($mil) 

WEIGHTED  AVERAGE 

MAXIMUM         ANNUAL 
SALES         EXPENSE: 
CHARGE             PER 

(%)               $100 

MATURITY 

(YEARS) 

OURATION 

(YEARS) 

UP      DOWN 

FUND/BOO  PHONE 

A       ▼ 

Merrill  Lynch  corporate/govt  bond  index 

6.1% 

6.6% 

Forbes  taxable  bond  fund  composite 

6.0% 

6.2% 

$0.52 

D           A        AIM  Limited  Maturity  Treasury-Retail  34 7  19 19 

5.1 

5.0 

301 

1.5 

1.5 

1.00              0.54 

1*                m 

American  Century  GNMA  Fund-l/345-2021 

6.1 

6.6 

1.221 

NA 

4.9 

none               0.59 

American  Century  IT  Treasury  Note-l/345  -2021 

5.7 

5.4 

321 

8.1 

4.9 

none               0.51 

American  Century  Short-Term  Govt-l/345-2021 

5.0 

5.8 

732 

2.7 

1.9 

none              0.59 

A* 

American  Century  Target  2005-1/345-2021 

62 

none 

278 

NA 

NA 

none               0.59 

A* 

American  Century  Target  2020-1/345  2021 

9.2 

none 

250 

20.7 

20.2 

none               0.59 

F           A*       Asset  Mgmt-Adj  Rate  Mortgage/527-3713 

5.7 

5.8 

688 

NA 

0.8 

none               0.47  a 

C          C 

Bernstein  Intermediate  Duration/212-756  4097 

5.6 

6.4 

2.105 

NA 

4.7 

none1             0.60 

D           A         Bernstein  Short  Duration  Plus/212-756-4097 

5.2 

5.8 

450 

NA 

1.5 

none1             0.66 

1         Bond  Fund  of  America  A  421  4120 

64 

7.3 

9.123 

8.3 

4.9 

3.75              0.69 

Columbia  Fixed  Income  Securities/547-1707 

5.7 

6.4 

381 

6.2 

4.9 

none               0.67 

Deutsche  Fixed  lncomc-lnst'/730  1313 

6.3 

6.4 

986 

NA 

NA 

none              0.55 

Dodge  &  Cox  Income  Fund/621-3979 

6.1 

6.6 

942 

NA 

NA 

none              0.46 

Dreyfus  Short-Intermediate  Govt/782-6620 

5.3 

5.6 

376 

NA 

2.1 

none              0.75 

A+ 

Federated  ARM's-lnsfitutional/341-7400 

5.5 

5.6 

342 

NA 

1.4 

none              0.58  a 

Federated  GNMA  Trust-lnst/341-7400 

6.1 

6.5 

842 

NA 

4.3 

none               0.64  a 

C           B        Federated  Income  Trust-lnst/341-7400 

6.0 

6.6 

678 

NA 

4.7 

none               0.58  a 

A           A        Fidelity  Asset  Manager-lncome/544  8888 

9.2 

5.1 

833 

NA 

NA 

none              0.64 

C           B        Fidelity  Ginnie  Mae/544-8888 

6.1 

6.6 

1.688 

8.6 

4.8 

none              0.62  a 

B           O        Fidelity  Government  Income/544-8888 

5.5 

6.1 

1.537 

8.1 

4.5 

none              0.66 
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MARKET 

5-YEAR 
ANNUALIZED 

TOTAL           YIELD 

FUND/800  PHONE                                                                          RETURN            (X) 

WEIGHTED  AVERAGE 

MAXIMUM 
SALES 
CHARGE 

(%) 

ANNUAL 

EXPENSES 

PER 

$100 

tRFOMUNCE 

ASSETS 

6/30/00 

(SMIL) 

MATURITY 

(YEARS) 

DURATION 

(YEARS) 

Merrill  Lynch  corporate/govt  bond  index 

US 

ux 

Forbes  taxable  bond  fund  composite 

6.0V. 

ux 

$a.52 

« 

Fidelity  Intermediate  Bond/544-8888 

5.5 

6.4 

3,277 

5.0 

3.3 

none 

0.66 

Fidelity  Intermediate  Govt  Income/544-8888 

5.7 

6.5 

727 

5.1 

3.3 

none 

0.62  a 

Fidelity  Investment  Grade  Bond/544-8888 

5.7 

6.3 

2,213 

8.9 

5.1 

none 

0.69 

Fidelity  Short-Term  Bond/544-8888 

5.4 

6.0 

1,448 

2.4 

1.8 

none 

0.62  a 

• 

Fidelity  Spartan  Government  Income/544-8888 

5.9 

6.4 

614 

9.3 

7.8 

none 

0.50  a 

Fidelity  Spartan  Investment  Grade/544-8888 

6.0 

6.5 

1.736 

9.0 

5.2 

none 

0.50  a 

FPA  New  Income/982-4372 

6.0 

6.8 

507 

7.6 

4.3 

4.50 

0.61 

n 

A* 

Franklin  Strategic  lncome-A/342-5236 

8.2 

8.0 

330 

10.4 

NA 

4.25 

0.75  a 

m 

Franklin  US  Government  Secs-A/342-5236 

6.1 

6.5 

7,292 

21.9 

4.5 

4.25 

0.67 

Harbor  Bond  Fund/422-1050 

7.2 

5.5 

629 

8.1 

5.1 

none 

0.61 

Hotchkis  &  Wiley-Low  Duration  236-4479 

6.2 

6.6 

351 

2.7 

1.4 

none 

0.58  a 

Intermediate  Bond  Fund  of  America-A/421-4120 

5.4 

5.7 

1,281 

4.8 

3.6 

3.75 

0.75  a 

Marshall  Intermediate  Bond-Y/236-8554 

5.3 

6.2 

606 

4.2 

3.0 

none 

0.71a 

C 

MAS-Fixed  Income-lnst '354-8185 

6.7 

6.8 

4,548 

NA 

6.2 

none 

0.48 

c 

MAS-Fixed  Income  lhlnst/354  -8185 

6.1 

6.6 

319 

NA 

6.1 

none 

0.48 

MAS-Special  Purpose  Fixed  lnc-lnst/354-818 

6.8 

6.7 

427 

NA 

6.3 

none 

0.49 

MSDW  Diversified  lncome-A/869-639 

3.8 

9.1 

699 

NA 

NA 

4.25 

0.70 

MSDW  Federal  Secs-A/869-6397 

5.6 

7.2 

479 

NA 

NA 

4.25 

0.71 

MSDW  US  Government  Secs-A/869-6397 

5.7 

6.7 

3,831 

NA 

NA 

4.25 

0.70 

T  Rowe  Price  GNMA  Fund/638-5660 

5.9 

6.6 

1,056 

8.7 

4.6 

none 

0.70 

T  Rowe  Price  New  Income/638-5660 

5.0 

6.4 

1,661 

9.9 

5.0 

none 

0.71 

A        T  Rowe  Price  Short-Term  Bond/638-5660 

5.1 

5.8 

287 

2.4 

2.0 

none 

0.71 

A.+ 

T  Rowe  Price  US  Treasury  L-T/638-5660 

6.6 

5.8 

303 

16.0 

9.8 

none 

0.64 

Schwab  Total  Bond  Market  Index/435-4000 

5.9 

6.1 

609 

NA 

NA 

none 

0.35a 

i 

Scudder  GNMA  Fund-AARPV728-3337 

5.7 

6.5 

3,734 

11.5 

4.0 

none 

0.70 

c 

Scudder  GNMA  Fund-S/728-3337 

5.8 

6.1 

297 

10.8 

4.1 

none 

0.70 

Scudder  Short  Term  Bond-S/728-3  337 

4.6 

6.0 

671 

3.0 

1.8 

none 

0.75 

r 

A+ 

SSgA  Yield  Plus/997-7327 

5.5 

5.7 

540 

4.0 

0.6 

none 

0.41 

Standish  Fixed  Income/729-0066 

6.0 

7.6 

2,609 

9.4 

5.0 

none 

0.36 

SteinRoe  Intermediate  Bond/338-2550 

6.3 

7.1 

408 

NA 

4.9 

none 

0.73 

USAA  Invest-GNMA  Trust/382-8722 

5.6 

6.8 

416 

9.4 

5.7 

none 

0.32 

USAA  Mutual-lncome/382-8722 

6.5 

6.4 

1,269 

NA 

5.7 

none 

0.42 

USAA  Mutual -Short-Term  Bond/382-8722 

6.0 

6.4 

292 

2.4 

2.0 

none 

0.48 

Vanguard  Admiral  l-T  Treasury/835-1510 

5.9 

6.2 

1,306 

7.2 

5.2 

none 

0.15 

A« 

Vanguard  Admiral  L-T  Treasury/835-1510 

7.0 

6.1 

421 

19.6 

9.6 

none 

0.15 

Vanguard  Admiral  S-T  Treasury/835-1510 

5.5 

5.7 

1,077 

2.8 

2.1 

none 

0.15 

Vanguard  GNMA  Fund/835-1510 

6.5 

6.8 

12.573 

9.2 

5.0 

none 

0.27 

Vanguard  Intermed-Term  Bond  Index/835-1510 

5.8 

6.7 

1,469 

7.7 

5.5 

none2 

0.20 

Vanguard  Intermediate-Term  Corp/835-1510 

5.6 

7.1 

1.617 

7.1 

5.2 

none 

0.25 

Vanguard  l-T  Treasury/835-1510 

5.8 

6.2 

1.624 

7.7 

5.2 

none 

0.27 

Vanguard  LifeStrategy  Income/835-1510 

10.0 

5.5 

539 

NA 

NA 

none 

0.28 

n# 

Vanguard  Long-Term  Bond  Index/835-1510 

6.7 

6.7 

352 

22.3 

9.9 

none2 

0.20 

Rjt 

Vanguard  Long  Term  Corp/835-1510 

5.9 

7.0 

3,579 

19.1 

8.7 

none 

0.30 

Rjt 

Vanguard  Long-Term  Treasury/835-1510 

7.0 

6.0 

1,161 

19.7 

9.6 

none 

0.28 

Vanguard  Short-Term  Bond  Index/835-1510 

5.8 

5.8 

1,151 

2.8 

2.4 

none2 

0.20 

B 

Vanguard  Short-Term  Corp/8351510 

5.8 

6.5 

6,858 

2.4 

2.1 

none 

0.25 

Vanguard  Short-Term  Federal/835-1510 

5.6 

5.9 

1,449 

2.9 

2.1 

none 

0.27 

Vanguard  Short-Term  Treasury/8351510 

5.5 

5.6 

1,153 

2.8 

2.1 

none 

0.27 

Vanguard  Total  Bond  Market  Index/835-1510 

6.2 

6.6 

9,995 

9.1 

5.0 

none2 

0.20 

Warburg  Pincus  Fixed  lnc-Common/927-2874 

6.0 

6.1 

311 

5.8 

NA 

none 

0.75  a 
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Municipal  Bond  Funds 

Tax-free  bonds  look  like  good  buys  for  high-income 
investors,  unless  Washington  comes  through  with  a 
substantial  reduction  in  income  taxes.  If  that  were  to 
happen,  it  could  depress  the  value  of  municipal  bonds. 
Another  worrisome  scenario:  a  rise  in  inflation,  which 
would  reduce  real  returns  for  all  bondholders. 


Ratio  scale  (6/30/95 '  100) 


110 


105 


100 


95 


90 


The  Lehman  Brothers  municipal  bond  index,  scaled  so 

that  June  30, 1995  equals  100,  is  the  benchmark  for 

municipal  bond  fund  ratings.  Funds  are  measured  by 

their  composite  bull-  and  bear-month  performances. 


1995 


1996 


1997 


1998 


1999 


2000 


MARKET 
PERFORMANCE 

5  YEAR 
ANNUALIZED 

TOTAL            YIELD 

FUND/800  PHONE                                                                               RETURN             (%) 

ASSETS 
6/30/00 
($"IL) 

WEIGHTEE 

MATURITY 

(YEARS) 

1  AVERAGE 

MAXIMUM 

SALES 

CHARGE 

(%) 

ANNUAI 

EXPENSI 

PER 

$100 

DURATION 

(YEARS) 

UP 

DOWN 

▲ 

▼ 

Lehman  Brothers  municipal  bond  index 

5.9% 

5.4% 

Forbes  municipal  bond  fund  composite 

5.0% 

5.0% 

$0.57 

D 

A 

AIM  Tax-Free  Intermediate/3471919 

4.7 

4.6 

356 

NA 

NA 

1.00 

0.46 

■ 

C 

Alliance  Muni  lncome-Natl-A/227  4618 

5.2 

5.6 

621 

23.0 

7.5 

4.25 

0.66; 

O 

A 

American  Century  Intermed-Tcrm  T-F/345  2021 

5.0 

4.8 

152 

NA 

NA 

none 

0.51 

»♦ 

F 

American  Century  Long-Term  T-F/345  2021 

5.4 

5.4 

101 

NA 

8.7 

none 

0.51 

D 

A 

Bernstein  Diversified  Muni/212-756-4097 

4.7 

4.2 

1.237 

NA 

4.7 

none1 

0.62 

F 

»♦ 

Bernstein  Short  Duration  Div  Muni/212-756-4097 

3.8 

3.6 

168 

NA 

1.5 

none1 

0.71 

F 

A* 

Calvert  Tax-Free  Reserves-Ltd-A/368-2748 

3.8 

3.8 

449 

NA 

NA 

1.00 

0.71 

D 

1 

Columbia  Oregon  Municipal  Bond'/547 -1707 

4.9 

4.9 

412 

NA 

6.8 

none 

0.58 

D 

A 

Deutsche  Muni  Bond  Institutional1; 730  1313 

5.4 

5.2 

485 

NA 

NA 

none 

0.55; 

A* 

O 

Dreyfus  Basic  Muni  Bond/782-6620 

5.9 

5.2 

220 

19.7 

11.0 

none 

0.45:1 

D 

t 

Dreyfus  Intcrmed  Muni  Bond/782-6620 

4.6 

5.0 

1.076 

8.1 

5.8 

none 

0.75; 

F 

A* 

Dreyfus  Short  Intermed  Muni  Bond/782  6620 

4.1 

4.2 

259 

2.2 

2.1 

none 

0.73 
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MARKET 

5-YEAR 
NNUALIZED 
TOTAL            YIELD 
RETURN             ('/.) 

ASSETS 

6/30/00 

'SMIL) 

AVERAGE 

MAXIMUM 
SALES 

CHARGE 

(y.) 

ANNUAL 
EXPENSES 

PER 

$100 

PERFORMANCE                                                                                                                      A 

rflnj    FUND/800  PHONE 

MATURITY 

(YEARS) 

DURATION 

(YEARS) 

Lehman  Brothers  municipal  bond  index 

5.9% 

5.4*/. 

Forbes  municipal  bond  fund  composite 

5.0% 

5.0% 

$as7 

Excelsior  Tax-Ex -Intermediate  446  1012 

4.8 

4.1 

296 

NA 

NA 

none 

0.57a 

A* 

Excelsior  Tax-Ex-Long-Term  446  1012 

5.3 

4.7 

112 

NA 

NA 

none 

0.75a 

Federated  Intermediate  Muni/341  7400 

4.1 

4.9 

181 

NA 

5.3 

none 

0.60 

Federated  Municipal  Secs-A/34 1-7400 

3.4 

4.5 

541 

NA 

7.4 

4.50 

0.64  a 

Fidelity  Spartan  Intermediate  Muni  lnc/544-8888 

5.4 

5.0 

1,072 

NA 

5.2 

none 

0.48 

Fidelity  Spartan  Municipal  Income/544-8888 

5.9 

5.0 

4,107 

NA 

7.4 

none 

0.48 

A* 

Fidelity  Spartan  Short-Intermediate  Muni/544-8888 

4.3 

4.0 

813 

NA 

2.8 

none 

0.51a 

Franklin  Federal  Intermed-Term  T-F  lnc/342-5236 

4.9 

4.8 

162 

NA 

6.2 

2.25 

0.73  a 

Franklin  Federal  T-F  lnc-A/342-5236 

5.3 

5.7 

6,582 

NA 

7.8 

4.25 

0.60 

Franklin  High  Yield  T-F  lnc-A/342-5236 

5.2 

6.2 

5.528 

NA 

8.8 

4.25 

0.61 

Franklin  Insured  T-F  lnc-A/342-5236 

4.9 

5.3 

1,477 

NA 

8.6 

4.25 

0.62 

JP  Morgan  Tax-Exempt  Bond/521-5411 

4.7 

4.5 

325 

NA 

5.1 

none 

0.67 

Kemper  Municipal  Bond-A/621-1048 

5.4 

5.3 

2,550 

11.1 

7.4 

4.50 

0.70 

Limited  Term  T-E  Bond  of  America-A/421-4120 

4.7 

4.4 

259 

NA 

4.5 

3.75 

0.75  a 

Lutheran  Brotherhood  Muni  Bond-A/328-4552 

5.5 

5.2 

564 

NA 

NA 

4.00 

0.70  a 

MAS-Municipal-lnstitutional/354  8185 

6.6 

5.5 

142 

NA 

4.0 

none 

0.51a 

Merrill  Lynch  Muni-lnsured-D/637-3863 

4.5 

5.2 

1,362 

19.9 

NA 

4.00 

0.68 

*♦ 

Merrill  Lynch  Muni-Ltd  Maturity-D/637-3863 

3.7 

3.8 

288 

1.7 

NA 

1.00 

0.50 

MFS  Municipal  Bond-A  225  2606 

4.8 

5.3 

1,311 

NA 

9.0 

4.75 

0.57 

MSDW  Tax-Exempt  Securities-A '869  6397 

5.4 

5.2 

166 

NA 

NA 

4.25 

0.74 

T  Rowe  Price  T-F  High  Yield/638-5660 

5.0 

5.9 

1,070 

NA 

8.1 

none 

0.71 

T  Rowe  Price  T-F  Income/638-5660 

5.3 

5.3 

1,327 

NA 

NA 

none 

0.55 

T  Rowe  Price  T-F  Intermediate/638-5660 

4.8 

4.6 

112 

NA 

NA 

none 

0.63 

»♦ 

T  Rowe  Price  T-F  Short-lntermediate/638  5660 

4.2 

4.2 

393 

NA 

NA 

none 

0.53 

A* 

Safeco  Municipal  Bond/624-5711 

5.6 

5.2 

469 

NA 

NA 

none 

0.62 

Scudder  Managed  Muni  Bonds-S/728-3337 

5.8 

5.3 

679 

9.5 

7.1 

none 

0.64 

Scudder  Medium  Term  Tax-Free/728-3337 

4.9 

4.8 

526 

6.0 

4.9 

none 

0.72 

A* 

SB  Managed  Municipals-A/451  2010 

5.2 

5.1 

2,837 

NA 

NA 

4.00 

0.68 

SB  Muni-Limited  Term-A/45 1-2010 

4.3 

5.1 

250 

NA 

NA 

2.00 

0.75 

SBMuni-National-A/451-2010 

5.4 

5.7 

424 

NA 

NA 

4.00 

0.68 

SteinRoe  Intermediate  Municipals/338-2550 

4.9 

5.0 

136 

8.5 

NA 

none 

0.70  a 

SteinRoe  Managed  Municipals/338-2550 

5.3 

5.4 

459 

16.0 

8.5 

none 

0.71 

Strong  High  Yield  Muni  Bond-lnv/368-3863 

4.7 

6.6 

438 

NA 

9.0 

none 

0.73 

*♦ 

Strong  Short-Term  Muni-lnv/368-3863 

4.8 

4.8 

285 

NA 

2.6 

none 

0.60 

■ 

Tax-Exempt  Bond  Fund  of  America-A/421-4120 

5.5 

5.2 

1.784 

NA 

6.8 

3.75 

0.65 

USAATax-Exempt-lntermediate/382  8722 

5.5 

5.5 

2,114 

NA 

6.4 

none 

0.36 

USAATax-Exempt-Long-Term/382  8722 

5.4 

5.9 

1.921 

17.6 

7.7 

none 

0.35 

A* 

USAATax-Exempt-Short-Term/382-8722 

4.6 

4.6 

976 

NA 

NA 

none 

0.38 

Value  Line  Tax-Exempt-National'/223  0818 

4.8 

5.1 

149 

NA 

NA 

none 

0.64 

Vanguard  High  Yield  Tax-Exempt/8351510 

5.6 

5.8 

2,837 

NA 

8.4 

none 

0.18 

Vanguard  Insured  Long-Term  Tax-Ex'835- 1 510 

5.8 

5.4 

2.186 

NA 

NA 

none 

0.18 

Vanguard  Intermediate-Term  Tax-Ex/835-1510 

5.1 

5.0 

8,131 

NA 

5.9 

none 

0.17 

»♦ 

Vanguard  Limited  Term  Tax-Exempt/835-1510 

4.2 

4.4 

2.648 

NA 

2.8 

none 

0.17 

C 

Vanguard  Long-Term  Tax-Exempt/835-1510 

5.8 

5.4 

1.563 

NA 

9.0 

none 

0.17 

»♦ 

Vanguard  Short-Term  Tax-Exempt/835-1510 

3.8 

3.9 

1,934 

NA 

1.2 

none 

0.17 
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Back  From  the  Dead? 

Junk  bonds  have  been  in  the  dumps.  Blame  rising  defaults  and  rising 
rates,  Those  trends  may  be  about  to  change.  I  by  johk  gorham 
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Junk  Bond  Funds 

Although  junk  bonds  behave  similarly  to  stocks, 
the  cycles  for  junk  bonds  tend  to  be  longer.  The 
current  bear  cycle  started  three  years  ago.  Despite 
a  continued  strong  economy,  rising  junk  defaults 
have  raised  credit-quality  questions. 
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The  benchmark  for  junk  bond  fund 
ratings  is  this  historical  price  chart  of 
the  Merrill  Lynch  high-yield  bond  index 
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■  Fund  rated  tor  two  periods  only:  maximum  allowable  grade  A.  ♦  Fund  not  in  operation  or  did  not  meet  asset  minimum  for  full  period,  a:  Net  of  absorption  of  expenses  by  fund 
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A          ■        Scudder  International  Bond.  728-3337 

1.3 

4.1 

87 

7.2 

5.3 

none 

1.51 

C           C        SB  World-Global  Govt  Bond-A  451-2010 

6.4 

8.0 

70 

NA 

NA 

4.50 

1.2J 

C          1        Standisb  Global  Fixed-lieome  "29  0066 

8.7 

7.4 

387 

9.2 

5.7 

none 

05 

C           B         Standish  International  Fixed-Income  729-0066 

10.1 

9.6 

850 

8.4 

5.6 

none 

oJ 

■           B        SunAmerica  Diversified  Income-A  858-8850 

6.6 

10.0 

53 

6.8 

NA 

4.75 

1.4| 

■           C        Templeton  Global  Bond-A  342-5236 

4.3 

6.6 

135 

9.4 

4.6 

4.25 

1.21 

0           A        VanKampen  Worldwide  High  Inc-A'  3412911 

9.8 

10.7 

169 

NA 

NA 

4.75 

14 

C           ■        Warburg  Pincus  Global  Fixed  Inc-Com  927-2874 

6.4 

9.9 

117 

7.9 

5.3 

none 

0.9l 

Five  year  return  6  3095  through  6  30  OO    a:  Net  of  absorption  of  expenses  by  fund  sponsor    b:  Includes  back-end  load  that  reverts  to  distributor    r  Distributor  may  impose 
redemption  fee  whose  proceeds  revert  to  the  fund.  NA;  Not  available  or  not  applicable.    Formerly  Morgan  Stanley  Worldwide  High  Income. 
Sources  Forbes.  Upper  Inc    Morningstar  Inc 


CHICAGO  THEATRE 


ecoprenticeT 


IT'S  YOUR  IDEA. 

BELIEVE  IT.  BUILD  IT.  MAS 


Youre  on  a  journey  toward  building  a  successful  e-business. 
Give  your  venture  the  master  edge  by  attending  ecoprenbce, 
the  new  economy  apprenticeship 

During  two  eventful  days,  you II  leam  directly  from  the  new 
economy  Masters  on  the  art  of  attracting  investors,  focusing 
your  business  plan,  creating  a  market  sensation  and  more. 
Youl  then  be  able  to  take  their  knowledge  and  turn  it  into 
strategy  for  your  own  success. 

Check  out  the  ecoprentice  agenda.  Master  speaker  line-up. 
submit  your  business  plan  for  the  "Win  It"  competition  and 
register  to  attend  at  www.ecoprentice.com 


■<  Andersen 


divine  I    mterNfentures^ 


Forbes      Katten|MuchinZavis      REDQ333E 


www    >«dh*r< 


\T 


ou  get  a  different  perspective  from  up  here, 
high   in   the   Southern    Rockies   of  Colorado. 


|i_         You're  in  the  midst  of  250  magnificent 
liles  known  as  Forbes  Trinchera  -  the  perfect 
from  the  stresses  of  the  corporate  world. 

Your  accommodations,  which  include  an  experienced 
fonal  staff  of  fifty,  fit  perfectly  into  the  natural  set- 
Itrtis  property. 

Here,  you're  surrounded  by  majestic  beauty, 
aks  scrape  the  blue  Colorado  sky  -  the  highest 


feel  invigorated,  revitalized  and  re-generated.  You  will  accom- 
plish much  more  at  your  meetings. 

And  after  work,  there's  play.   More  than  forty 
miles  of  trout  filled  streams.    Miles  of  trails  to  hike 
on  and  discover.  Skeet  shooting.  Horseback  riding.  And 
you're  not  that  far  from  a  challenging  golf  course.  Let  our  alti- 
tude give  your  next  meeting  a  fresher  attitude.  If  you'd 
like  a  closer  look,  call  01-719-379-3263,  or  email  us 
at  tryland@forbes.com 


14,345  feet,  the  air  is  so  clear,  fresh  and  clean  that  you 


FORBES  TRINCHERA  RANCH:  A  Forbes  Executive  Retreat 


TREETWALKER 


|  Avon 
Update 


AVON  PRODUCTS  THRIVED  IN  A 
time  when  its  sales  reps  could 
target  stay-at-home  moms.  But 
those  days  are  gone,  and  Andrea 
Jung,  named  chief  executive  last 
November,  is  moving  cosmetic 
sales  into  malls  to  compete  with 
the  likes  of  Revlon. 

William  Steele,  analyst  with 
Banc  of  America  Securities, 
thinks  Avon  (NYSE:  AVP)  will  be 
able  to  pull  off  the  expansion 
while  keeping  its  legions  of  door- 
to-door  salesfolk  happy.  The  re- 
tail lines  will  be  different,  higher- 
style  products  from  what  the 
Avon  ladies  hawk.  And  this  fall 

Avon  will  launch  customized  Web  pages  for  its  door-to-door  vendors,  where 

customers  can  order  without  waiting  for  a  visit. 

Steele  thinks  all  the  efforts  should  spur  long-stalled  earnings  growth  to  13% 

in  each  of  the  next  two  years.  At  $39,  Avon  trades  at  23  times  trailing  earnings. 

— Christopher  Helman 


Not  a  cosmetic  change:  Jung  moves  into  malls. 


Heartburn 

ZOLL  MEDICAL  MANUFACTURES  CAR- 
diac  devices  like  defibrillators  and  pace- 
makers. Sales  are  brisk,  increasing  40% 
to  $100  million  in  the  12  months  end- 
ing July  1 . 

Morton  Cohen  of  Clarion  Partners 
hedge  fund  says  Zoll  (Nasdaq:  ZOLL)  is 
a  good  company  whose  stock  has  gotten 
ahead  of  itself.  At  a  recent  $41,  Zoll  trades 
at  46  times  trailing  earnings,  far  above 
that  ol  health  care  giant  Baxter  Interna- 
tional (26),  as  well  as  competitor  Agilent 
(33).  Cohen  says  business  may  be  slow- 
ing: Zoll's  sky-high  gross  margins  were 
down  in  the  most  recent  quarter  to  55%, 
from  59%  in  the  year-ago  period. 

Wall  Street  consensus  earnings 
'  in  2000  and  SI.40  in  2001, 
i9  cents  in  1999 — are  too  opti- 
mistic, he  says.  Short  the  stock  and  cover 

i26.  — Michael  Freedman 
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Gassing  Up 

ASSUMING  INDUSTRIAL  PRODUCTION 
stays  strong,  Praxair's  fortunes  should 
keep  flowing.  The  Western  Hemi- 
sphere's biggest  supplier  of  industrial 
gases  supplies  manufacturers  of  every- 
thing from  sodas  to  airplanes. 

Praxair  (NYSE:  PX)  has  toted  up  an 
impressive  performance  thus  far,  notes 
Donald  Carson,  an  analyst  for  J.P.  Mor- 
gan. Second-quarter  sales  ($1.3  billion) 
and  earnings  ($122  million)  were  both 
records.  He  likes  their  spirit  of  innova- 
tion. Praxair's  new  Cojet  gas-injection 
system,  used  by  steelmakers  to  make 
combustion  more  efficient,  could  boost 
Praxair  earnings  per  share — $2.90  for  the 
trailing  12  months — by  $1  in  2002. 

At  $39,  Praxair  trades  at  14  times 

>j,  net,  cheaper  than  the  more  di- 

ied  Union  Carbide  and  competitor 

Yoducts.  Other  competitors  use  oil 


as  a  feedstock;  at  Praxair,  although 
ergy  is  an  important  cost,  oil  is  not 
important  ingredient. 

Steel  Samba 

IN    DEVELOPING    COUNTRIES 
Brazil,  basic  industries  carry  a 
weight.  And  with  economic  gro\ 
there  forecast  to  go  from  1%  last  yea 
4.5%  next  year,  steel  should  especia] 
prosper. 

Steelmaker  Gerdau  S.A.  (NYSE:  < 
is  likely  to  benefit,  says  Morgan  Stanl 
Dean  Witter  analyst  Hillary  K.  Pert 
Led  by  brothers  Jorge  and  Frederj 
Gerdau  Johannpeter,  Gerdau  is 
only  Brazil's  largest  producer  of  roll 
steel  shapes  (like  I-beams)  used  in  cc 
struction,  but  after  its  acquisition! 
AmeriSteel,  it's  the  second-biggest  LI 
producer  of  reinforcing  bars.  Whl 
Brazilian  steel  plays  like  CSN  and  U| 


Hot:  Jorge  (left),  Frederico  Johannpeter 

minas  operate  close  to  capacity,  G< 
dau's  Brazilian  minimills  are  running 
just  85%.  That  leaves  it  room  to  grov 
Gerdau's  American  Depositary  F 
ceipts  trade  at  $12.90.  At  that  price  t 
company's  enterprise  value  (marl 
value  of  equity,  plus  debt,  minus  cas 
is  only  3.3  times  next  year's  expect 
operating  earnings  (net  before  depi 
ciation,  interest  and  taxes).  Other  lar 
Brazilian  steel  companies  are 
average  4.4.  — Kerry  A.  Dot 


To  check  on  Streetwalker's  performar 
and  discuss  stocks,  visit  our  Web  site 
www.forbes.com/streetwalker. 


meets  of  energy  efficiency  travel  far  beyond  your  bottom  line. 


Every  year,   more  and  more  organizations   embrace  energy   management  as 


a  means  to  their  financial  goals.  But  how  many  recognize  the  other  benefits 


of  energy   efficiency,   like   improved  corporate   reputation   and  cleaner  air? 


ENERGY  Stxr*   Partners  do.  And  the   US.   Environmental  Protection  Agency 


congratulates  them  all.  Especially  the  Partners  of  the   Year,  whose  outstanding 


achievements  demonstrate  that  an  investment  in  energy  performance  never  stops  paying  off. 


'-a^ffc- 


To  learn  more  about  E.XERGY  Szw,  call  1-888-STAR-YES  or  visit  www.epa.gov/buildings. 


STAR  Partners  of  tlie  Year 


Advance  Transformer  Co.  •  Arden  Realty,  Inc.  •  GE  Lighting  •  Harwood  International 
Johnson  &  Johnson   •  La  Quinta  Inns.  Inc.  •  North  Memorial  Health  Care 
Pitney  Bowes,  Inc.  •  Public  Sere  ice  Company  of  Colorado  -  Denver  District  Cooling 
Sachem  Central  School  District  •  ShopKo  Stores,  Inc.  •  State  of  Wisconsin 
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"Unmask  the  Cure1' 


\ui) 


^\  .Mill 

Masquerade  ISa 

Celibating 

The  p  Annual  Tomorrows  Children's  Fund  Benefi 

Starring:  Frankie  Valli 


Where- 

The  New  Regent 

Wail  Street  Hotel 

New  ^ork  (in 

When-             \m  (an  Help- 
October  6m.  2000    Sponsorships  \\ailab| 

PlMASE  Ticket 

Donations 

Contact 

[m  HonHis  a          knsm  Brku  a           ^j 
201-996-5500            917-91Z  ySzi,  lhul:       y^ 
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MARKETS  and  FORECASTS 
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F OVERALL  MARKET 


«eek  performance 
of  7/28/00 


ra  All-US  Index1 

-8.3% 

P  Barra  Growth  lain1 

-7.5 

PBarra  Value  Index3 

-4.1 

w  Jones  Industrials 

-2.8 

P500 

-6.0 

fl4 

-5.4 

bes  Internet  Index 

19.1 

rbtt  40  Index  (total  return 

-8.5 

— Barra  All-US  Index  of  9,200  stocks 
— 200-day  moving  average 

Market  value:  $17.0  trillion 
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Sources:  Barra  Inc.:  Bloomberg  Financial  Markets. 
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TEREST  RATES 
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timates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
idge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  July  28. 


ACTUAL 

2000  ESTIMATE 

1999              Latest 

Mean          4-wk  chg 

-year  Treasury  yield  (%) 

6.48                 5.79 

5.99              -2.4 

nonth  Treasury  yield  (%) 

5.33                6.19 

6.41                0.2 

_  Jeral  funds  watch 
st  action:  May  16,  2000,  +50  basis  points.  Current  rate:  6.5%. 
:xt  Federal  Reserve  meetings:  August  22  and  October  3,  2000. 


ECIAL  STOCK  FOCUS 


asonally  adjusted  retail  sales  rose  0.5% 
>m  May  to  June  and  are  up  9.6%  for  the 
st  six  months  of  2000.  Profits  at  the 
ven  retailers  below  are  expected  to  grow 
%  on  average  this  year.  The  group  sells 
•  an  average  of  17  times  estimated  year 
)00  profits  versus  24  for  the  S&P  500. 
ie  long-term  forecast  is  optimistic:  21% 
nual  growth  over  the  next  five  years. 


Corporate  profits  are  healthy,  but 
companies  are  being  tightfisted  with 
dividends.  In  the  first  half  of  this 
year  21%  fewer  firms  raised  their 
dividends.  Arnold  Kaufman,  editor  of 
Standard  &  Poor's  Outlook 
newsletter,  expects  a  20%  drop  in 
dividend  hikes  for  all  of  2000. 


Edited  bvShlnmoZ.  Reifman 


Estimated 
Year            P/E 

EPS  change 

versus 
3  months  ago 

Expected 
year-to-year 
EPS  growth 

S&P  500 

2000           25 

0.0% 

19% 

2001           22 

-0.7 

14 

MSCI  World-ex  US4 

2000           27 

1.9 

29 

2001           23 

1.1 

15 

IBES  estimate  increases/decreases 

July  00 

July  01 

S&P  500 

1.56 

1.78 

MSCI  World-ex  US4 

1.16 

1.23 

Rising  estimates 


China 
Korea 

South  Africa 
Sweden 
Venezuela 


Falling  estimates 


Argentina 

Croatia 

Mexico 

Philippines 

Turkey 


Source:  IBES  International  Inc. 

FORBES  INTERNET  UNIV 


Index 

Recent 

4-wk  ago 

Value 

101.0 

111.4 

Companies 

322 

317 

Valuations 

Stock  price/sales 

9 

10 

Market  value  ($bil) 

$628 

$671 

Sales/employees  (Sthoi 

i)  $127 

$125 

12-month  sales  growth 

200% 

200% 

2000  estimates 

Sales  total  (Sbil) 

$49.2 

$45.6 

Stock  price/sales 

5 

6 

P/E 

124 

159 

Sources.  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

Stock 
price 

2000s 

mpany 

EPS      P/E 

toZone 

$22.81 

$2.00      11 

liar  General 

18.88 

0.79      24 

nited 

21.56 

1.19      18 

we  s  Cos 

42.25 

2.23      19 

ins  Wearhouse 

24.75 

1.95      13 

chad's  Stores 

41.75 

2.53      17 

iples 

14.00 

0.85      16 

WHAT  THE 

FUNDS 

ARE 

BUYING  AND  SELLING 

Buying 

Price 

Selling 

Price 

EPS7 

EPS7 

ADE 

$22.13 

$0.16 

Applied  Power 

$37.88 

$2.46 

ArQule 

19.00 

-0.21 

DPI 

24.13 

1.49 

DSP  Group 

42.75 

0.97 

Legato  Systems 

9.75 

0.05 

Nextlink  Communications 

33.00 

-3.32 

Seitel 

11.38 

0.81 

Texas  Biotechnology 

14.88 

-0.22 

Terex 

15.44 

3.35 

nate.  Sources:  IBES  International  and  Interactive  Data 
via  FacrSef  Research  Systems:  IBES  Express. 
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See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


72000  estimate.  Sources:  steinbergindicator.com:  Bloomberg  Financial  Markets:  IBES  Express. 

The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded,  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  *A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
'Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 
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FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 

The  II .S  Economy                                             ACTUAL                                2000  ESTIMATE 

1999          Latest 

Mean       4-wk  chg 

Automobile  sales1  (mil) 

17.4            18.0*    june 

17.3           -0.2% 

Capacity  utilization  (%) 

81.1            82.1      june 

81.6           -0.1 

New  housing  starts2  (thou) 

1,663          1,619*  p  june 

1,607             0.7 

Retail  sales3  ($bil) 

2,246          2,342*  p  june 

2,485             0.3 

Trade  balance4  ($bil) 

-268           -321*  p  may 

-355             4.3 

Unemployment  rate5  (%) 

4.1              4.0      June 

4.1           -0.7 

Gross  domestic  product  (%  chg) 

4.2              5.26       2Q 

4.9             0.8 

Inflation 

2.7              3.4*    june 

3.1           -1.9 

CPI  services  (unadjusted )  (%  chg) 

CPI  total  (unadjusted )  (%  chg) 

2.6              3.7*    June 

3.1           -0.3 

Prices 

227.25         217.30 

226.85           -3.0 

CRB-Bridge  spot  indexes 

Gold  per  troy  ounce  ($) 

288.50         277.70 

285.25           -0.4 

Oil/bbl  W  Texas  Intermediate  ($) 

25.60          28.18 

26.30             3.4 

Currency 

1.94            2.12 

2.11           -0.9 

German  marks  per  dollar 

Yen  per  dollar 

102             110 

105           -1.0 

Dollars  per  euro 

1.01            0.92 

1.03             1.0 

Like  many  economists,  John  Ryding, 
senior  economist  at  Bear  Stearns, 
thinks  that  the  Federal  Reserve  is 
unlikely  to  hike  short-term  rates  (fedei 
funds)  when  it  meets  this  month.  One 
reason  for  Ryding's  optimism  is  the 
decline  in  prices  for  raw  materials.  Rav 
materials  prices  rose  9.1%  (less  food  a 
energy)  from  September  1999  through 
February  2000  on  a  seasonally  adjust 
basis,  but  they  declined  3.2%  from 
February  through  June  (see  below). 

Closeup:  Core  Producer  Price  Index 


Seasonally  adjusted. 
1982  =  100 


Source.  Bureau  of  Labor  Statistics.  ] 

S        ON        DJFMAM        J 
Forbes  Index:  Current:  325.0  2-wk  chg:  0.5' 


BRIDGE  COMMODITY  SPfj 

Futures 

Price 

3  mo  chg 

Sept  Chi  wheat  (bushel) 

$2.48 

-7% 

Sept  copper  (lb) 

0.87 

8 

Oct  cotton  (lb) 

0.59 

2 

Sept  crude  oil  (bbl) 

28.18 

13 

Oct  platinum  (troy  oz) 

565.70 

20 

Futures  Index 

Value 

3-mo  chg 

CRB  Index 

219.59 

4% 

Precious  metals 

266.81 

6 

Grains 

15035 

-13 

Industrials 

211.76 

9 

Livestock  &  meats 

240  35 

-9 

MUTUAL  FUND  SPECIAL  FOCUS 


With  the  ongoing  diversification  in  the  industry,  utility  stocks  are  less  likely  to  suffer 
dines  when  interest  rates  are  rising.  In  fact,  while  the  S&P  500  was  down  0.8%  (total  reti 
since  late  April,  the  six  utility  funds  below  averaged  4.6%  returns  over  the  same  period. 

TOTAL  RETURN^ 

Assets  ($mi 


Fund 


American  Gas  Index 


Eaton  Vance  Utilities-A9 


Galaxy  II:  Utility  Index 
MFS  Utilities-A10 


Prudential  Select:  Utility-*1  • 


Van  Kampen  Utility-A9 


3  years9 


lyear 


3  months 


13.5% 


13.7% 


4.9% 


23.4 


20.5 


2.8 


16.2 


13.2 


5.6 


23.6 


27.5 


4.3 


14.6 


14.7 


4.1 


21.6 


23.1 


6.0 


$208 


483 


53 


709 


2.972 


139 


COMMODITIES  FUTURES  INDEX 


Relief  in  sight?  After  rising  4.9%  from  late 
February  to  the  end  of  June,  the  Novem- 
ber Bridge/CRB  Futures  contract  (17 
commodities)  fell  1.5%  in  the  last  month. 

1967  =  100 


225 


220 


215 
Source  Bridge  Commodity 
Research  Bui 


M 


□ 


See  www.forbes.com  for  updates  on  many 
of  these  items,  quotes  on  over  9,000 
securities,  stock  reports  and  more. 


Through  July  27  Annualized.  95.75H  load.  I04.75%  load.  "5%  load.  Sources:  Forbes:  Upper  Inc.:  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


Bloomberg's  IPO  index  is  off  25%  since  January,  but  it  is  up  51%  since  the  end  of  April. 
Although  380  firms  are  in  registration,  only  35  IPOs  are  expected  before  October.  This 
market  has  a  lot  of  upside,  but  the  late-July  decline  in  Nasdaq  doesn't  help  matters. 

ESTIMATED  OFFERING 
Company/business 


Active  Power/flywheel  energy  storage 


Equinix/develops  Internet  business  exchanges 


Large  Scale  Biology/biotech  products 


Pemstar/contract  electronics  manufacturer 


Repeater  Technologies/wireless  equipment 


Vina  Technologies/broadband  equipment 


Share  price  ($)  Shares  (mil)   Size($mil)   Sales12  ($n 


$11-13 


8.0 


$96 


10-12 


20.0 


220 


12-14 


4.5 


59 


11-13 


8.4 


101 


8-10 


4.8 


43 


12-14 


5.0 


65 


$1 


_13 


21 


394 


14 


19 


•  Latest  12  months.  ,3Less  than  $1  million  Sources:  Bloomberg  Financial  Markets:  Renaissance  Capital/www  ipohome.c 

'12  months,  p:  preliminary,  r  revised  Autos,  light  and  heavy  trucks,  includes  imports  Source:  Ward  s  Automotive  Yearbook.  1 
single  and  multiple  family,  seasonally  unadjusted.  ]Excluding  auto  sales,  seasonally  adjusted.  Total  goods  and  services, 
adiusted.  ''Percent  of  civilian  labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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Achieve  success  by  putting  your  knowledge 
to  work  for  you. 


VISION 


KNOWLEDGE 


OPPORTUNITY 


Expand  your  knowledge  and  vision  to  enrich  your  business  and  personal  life. 
A  new  way  to  learn  about  opportunities  in  today's  world. 


I   x  WProwledge  >  = 

l^  +  ^QDortunityJ 


dchievetv 


r\i 


coming 
fall  00 


We  invite  you  to  contact  your  local  cable/satellite  provider  to  ask  how  you  can  receive  flchieverv. 
If  you  would  like  more  information,  please  contact  us  (toll  free)  1  -877-707-WATV(9288)  or  www.achievetv.com. 
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Stock  Trends  By  Robert  S.  Salomon  Jr. 

Things  Are  Looking  Up 


PROGNOSTICATORS  OF  BOTH  PERSUASIONS— BULL- 
ish  and  bearish — can  each  claim  at  least  partial 
success  based  on  market  developments  so  far  this 
year.  Investors  might  be  a  tad  confused  about 
which  way  the  market  is  going, 
who's  right?  The  bulls. 

u  have  to  cut  through  the  contradictory  evidence. 

i    >oint  to  the  dramatic  turnaround  in  the  Nasdaq  from 

■    ->ths  reached  in  May,  while  bears  focus  on  the  bursting 

>ft   Internet  bubble. 

anwhile,  no  observable 

e     has  developed  in  the 

The  market  this  year 

1 1    give  or  take  a  few  per- 

points,  depending  on 

vh  1  day  you  check.  That's 

ru  whether  you're  talking 

the  S&P  500,  the  Nasdaq 

■  Russell  2000.  Within 

emeless  stability,  the  ex- 

i    inary  increase  in  individual  stocks'  volatility  muddles 

w  of  what's  really  going  on. 

le  good  news  is  that  the  Federal  Reserve's  medicine — 

reases  in  the  Fed  funds  rate,  totaling  1.75  points,  lift- 

o  6.5% — has  worked.  The  Fed  has  tamed  the  forces  of 

i  vervalued  stock  and  excessive  consumer  demand  caus- 

ig  pward  pressure  on  prices  and  wages.  Interest-sensitive 

s,  like  retail  and  housing,  are  experiencing  disappoint- 

i    .  This  should  spread  to  other  cyclical  sectors  later  in 

ar  as  the  Fed's  latest  and  largest  increase,  May's  half- 

ipples  through  the  economy, 
ith  the  negative  forces  in  check,  the  favorable  ones  can 
)  nate.  You  have  to  be  impressed  by  the  dramatic  ad- 
5  in  productivity:  The  growth  rate  in  output  per  man- 
)  for  the  economy  has  doubled  over  the  past  three  years 
ut  a  commensurate  increase  in  wages,  leading  to  sub- 
illy  improved  corporate  profitability, 
he  U.S.  Treasury  has  its  first  surplus  in  40  years.  All  over 
h(  ldustrialized  world  an  outbreak  of  peace  and  prosper- 
ty  ts  allowed  the  private  sector  to  flourish,  reducing  the 
'.  for  escalating  public  sector  expenditures.  Things  are  so 
the  presidential  contenders  are  having  a  hard  time 
in  lg  substantive  issues  to  debate. 

he  stock  market  itself  has  shown  an  admirable  ability 

rrect  internal  excesses  without  widespread  damage. 

)  at  what  happened  with  last  year's  levitating  initial  pub- 

:  ferings.  They  crash-landed  without  precipitating  a 

>r   1  market  collapse.  And  look  at  how  earnings  disap- 


The  Fed's  cure  and 

the  market's 

resilience  make  a 

strong  bullish  case 

for  late  2000. 


pointments  are  handled.  Investors  punish  one  stock  (se- 
verely) without  assassinating  the  others  in  its  sector. 

The  fact  that  the  market  has  not  gone  into  a  death  spiral 
since  the  spring  is  eloquent  testimony  to  its  resilience  and 
inherent  strength. 

That's  why  I  am  bullish.  Once  investors  gain  confidence 
that  the  Fed  is  finished  hiking  rates,  expect  the  market  to 
break  out  of  its  lethargy.  That  should  occur  later  this  year, 
lifting  the  S&P  500  to  1650. 

The  sectors  that  appear  to 
be  best  situated  to  show  sus- 
tained fundamental  growth 
and  strong  relative  price  per- 
formance in  a  more  subdued 
economic  environment  in- 
clude financial  services,  tech- 
nology, telecommunications 
and  biotech.  I  like,  in  descend- 
ing order  of  market  value,  Mi- 
crosoft (70,  MSFT),  Citigroup 
(69,  C),  Lucent  Technologies  (46,  LU),  Motorola  (33,  MOT), 
Amgen  (66,  AMGN),  Mellon  Financial  (38,  MEL),  Washington 
Mutual  (33,  WM),  Cvryc  (45,  CYTC),  and  Genome  Therapeu- 
tics (22,  GENE). 

An  end  to  rising  rates  will  allow  financial  companies  to 
put  their  considerable  prowess  to  work.  The  communica- 
tions and  tech  companies  are  plowing  lots  of  capital  into 
making  sure  they  are  the  powerhouses  of  tomorrow.  Despite 
the  volatility  their  stocks  have  seen  since  April,  these  leaders 
will  keep  getting  stronger.  Take  Microsoft,  despite  its  prob- 
lems with  the  Justice  Department.  No  one  who  has  bet  on 
Bill  Gates  has  gone  wrong. 

Biotech's  risk  is,  of  course,  higher.  One  clinical  flop  can 
kill  a  stock.  But  the  potential  rewards  are  worth  the  risk.  To 
focus  on  the  two  I  mentioned: 

Cytyc  specializes  in  cervical  cancer  screening.  Its  main 
product,  the  "thin  prep  test,"  is  replacing  the  Pap  smear  as 
the  more  accurate  gynecological  test.  The  product  has  been 
well  accepted  in  this  country  and  is  just  being  launched 
internationally. 

Genome  Therapeutics'  work  in  human  genetics  has 
yielded  promising  products  to  combat  osteoporosis.  It 
stands  to  benefit  from  the  recent  breakthrough  in  gene  map- 
ping because  of  its  extensive  research  in  the  fundamental 
mechanisms  of  diseases.  Strategic  alliances  with  American 
Home  Products  and  Schering-Plough  should  be  fruitful.  F 

Robert  S.  Salomon  Jr.  is  principal  and  cofoundes  oj  Stamford,  <  'onn.- 
based  STI  Management.  Research  analyst:  Deborah  II.  Varasow. 
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Financial  Strategy  By  A.  Gary  Shilling 


Don't  Buy  a  Closed-End 


IF  YOU  WANT  TO  OWN  A  FUND  I  URGE  YOU  TO  CON- 
fine  your  attention  to  the  variety  reviewed  in  this  issue  of 
FORBES — namely,  the  open-end  ones.  Classic  closed-end 
funds,  the  kind  that  will  be  rated  in  the  Sept.  4  issue,  are 
a  dead  end. 

An  open-end  redeems  any  and  all  customers  who  want 
out,  at  net  asset  value  (minus,  in  a  few  cases,  a  redemption 
fee).  A  closed-end,  in  contrast,  has  a  fixed  number  of  shares 
outstanding  and  is  under  no  obligation  to  redeem.  The 
shares  trade  like  shares  of 
IBM,  typically  on  the  New 
York  Stock  Exchange,  and 
they  usually  trade  at  a  dis- 
count to  the  asset  value.  You 
could  own,  on  paper,  a 
$100,000  chunk  of  the  portfo- 
lio but  be  able  to  realize  only 
$90,000  or  $80,000  or  even 
$70,000  for  your  investment 
when  you  sell  your  position. 

Any  investor  with  even  a  modicum  of  common  sense 
knows  better  than  to  buy  a  closed-end  fund  when  it  is  newly 
issued.  Why  pay  the  broker  $1  (or  even  $1.05  if  an  under- 
writing markup  is  built  in)  for  a  dollar's  worth  of  assets, 
when  experience  tells  you  that  the  fund  will  eventually  sink 
to  something  like  90  cents,  or  less,  on  the  dollar? 

For  the  intelligent  investor,  the  question  is  a  different 
one:  Should  you  buy  a  closed-end  in  the  aftermarket,  once  it 
has  sunk  to  a  discount?  It's  mighty  tempting.  You  can  easily 
buy  a  dollar's  worth  of  assets  for  a  lot  less  than  a  dollar.  In- 
vestment banker  Gruntal  has  a  list  of  60  international 
closed-end  funds  with  an  average  discount  of  16%.  The  25 
single-country  funds  with  the  largest  discounts  are  selling  at 
an  average  30%  below  net  asset  value. 

Be  careful.  These  discounts  likely  will  get  even  bigger. 

The  culprit  is  exchange-traded  funds,  which  are  mush- 
rooming. (See  related  story,  p.  268. )  These  creatures,  also  ini- 
tially issued  as  a  fixed  number  of  shares  reflecting  a  basket  of 
stocks,  have  an  advantage.  They  allow  arbitragers  to  ex- 
change a  portfolio  of  stocks  matching  the  ETF's  composition 
for  fund  shares,  or  vice  versa.  So  Ills  trade  close  to  net  asset 
value.  Still,  market  prices  can  stray  from  net  asset  value,  so 
unlike  open-end  funds,  the  Securities  &  Exchange  Commis- 
sion does  not  allow  ill  s  to  be  called  mutual  funds. 

New  money  is  gravitating  to  Ills,  which  have  leaped 

.  $10  billion  in  assets  two  years  ago  to  $55  billion. 

The)  are  also,  no  doubt,  drawing  invest  is'  attention  away 

5  JO  existing  closed-end  funds,     ith  $107  billion 


Exchange-traded 
funds  will  over 

time  shred  closed- 
ends,  whose 
promise  is  dark. 


in  combined  market  capitalization. 

There  are  now  70  ETFs,  focused  on  everything  from  th 
S&P  500  to  U.S.  market  sectors  like  health  care  and  real  e: 
tate.  Barclays  has  recently  issued  19  single-country  ETF 
with  portfolio  targets  ranging  from  Taiwan  and  Mexico  t 
Japan  and  Germany. 

Lower  costs,  are  an  important  attraction  of  ETFs  t 
investors.  The  expense  ratios  for  any  funds  investin 
abroad  tend  to  be  on  the  high  side,  especially  for  thos 

concentrating  on  sma 
markets.  It  costs  a  lot  more  t 
unearth  the  critical  numbei 
for  Malaysian  companies  wit 
opaque  accounting  than 
does  for  U.S.  corporation: 
The  annual  expense  ratio 
for  Barclays'  exchange-trade 
country  funds  average  0.8°/( 
In  contrast,  expenses  at  thos 
25  deep-discount  countr 
closed-ends  average  1.8%. 

As  holders  of  the  actively  managed  closed-ends  becom 
disgusted  with  poor  performance  and  high  costs  they  wi 
head  for  the  exit  door  in  search  of  alternatives.  The  sellin 
pressure  will  push  already  deep  discounts  to  deeper  levels. 
Is  there  anything  to  prop  up  the  share  price  of  a  closed 
end  with  disaffected  shareholders?  Just  the  remote  possibil 
ity  of  a  raid.  In  theory,  a  liquidator  could  take  control  of  th1 
board  and  forcibly  open-end  the  fund,  instantiy  erasing  th 
discount.  In  practice,  successful  raids  are  rare.  Anticipatint 
them,  the  people  who  organize  new  closed-ends  build  leg; 
moats  to  keep  out  invaders.  Can  you  blame  them?  The  man 
agement  fee  you  can  extract  from  $100  million  of  captivi 
assets  is  a  nice  annuity. 

Closed-end  fund  holders  don't  exacdy  clamor  to  be  res 
cued.  Like  policyholders  in  mutual  insurance  companies 
they  don't  see  themselves  as  the  company  owners  they  are.  1 
they  don't  like  the  performance,  they  sell  rather  than  orga 
ni/.e  and  vote  to  change  the  structure. 

Buy  a  deep-discount  closed-end  if  the  expense  ratio  i 
not  too  bad  and  if  you  want  to  take  a  chance  that  the  disi 
count  will  shrink.  It's  a  long  shot  at  present,  though,  i 
smarter  course  of  action,  I  think,  is  to  give  the  discounter 
funds  a  pass  and  put  your  new  money  into  either  exchange 
traded  funds  or  traditional  open-ends. 


A.  Gary  Shilling  (shil@ix.netcom.com)  is  president  of  A.  Gar)'  Shilling  & 
(  (> ,  economic  consultants,  investment  advisers  and  publishers  o/Insight 
Web  site:  www.agaryshilling.com. 
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MONEY  &  INVESTING 


Perspectives  By  James  W.  Michaels 

Lessons  from  Tech  Diffusion 


NVESTORS  TEND  TO  FORGET  THAT  TODAY'S  HIGH  TECH 
is  tomorrow's  commodity.  The  Bessemer  steel  process 
was  once  the  state  of  the  art.  It  made  Andrew  Carnegie 
incredibly  rich,  expanded  the  global  economy,  raised  liv- 
ing standards.  Now  it  is  just  a  big  yawn.  Automobiles, 
egraph,  air  travel.  Esoteric  once.  Now  commonplace. 
Investors  should  ponder  this  inevitable  progression:  All 
/olutionary  technology  ends  up  absorbed  into  the  sum  of 
.man  knowledge.  Possession  of  its  secrets  no  longer  con- 
ys  much  of  an  edge.  I  am 
it  knocking  technology 
>cks,  but  it  is  time  to  con- 
ler  the  secondary  and  ter- 
ry effects  of  the  PC  and  the 
ternet.  Technology  does  not 
ly  bottled  up.  It  gets  dif- 
sed,  creating  opportunity  in 
lexpected  places. 
Take  cars.  There  have 
en  maybe  200  auto  compa- 
es  started  in  the  U.S.  The  majority  went  bust  or  were 
quired  at  little  profit  to  their  backers.  Three  out  of  200 
lousy  odds.  For  every  GM,  Ford  and  Chrysler  there  were 
tzens  of  Pierce  Arrows,  Auburns,  Willys-Overlands, 
utzes,  Franklins.  An  investor  in  the  1920s  would  have 
lproved  the  odds  by  buying  oil  stocks.  Farmland  on  the 
ge  of  big  cities  would  have  been  even  better.  The  inter- 
J  combustion  engine  made  society  mobile  and  cropland 
is  magically  converted  into  commercial  and  develop- 
ent  acreage. 
Diffusion  is  the  common  thread  running  through  busi- 
ss  history:  Many  of  the  biggest  rewards  go  to  nontechies 
io  figure  new  ways  to  cash  in  on  what  the  scientists  have 
'ought.  A  quarter-century  ago  the  mainframe  computer 
is  a  marvel.  The  big-box  stocks  were  hot.  Besides  IBM,  big 
ayers  were  RCA,  Minneapolis  Honeywell,  Sperry  Rand 
Jnivac),  GE,  Control  Data.  GE  got  out  and  most  of  the  oth- 
s  lost  their  shirts.  Even  IBM  had  rough  sledding  for  a  while. 
An  obscure  Arkansas  merchant,  Sam  Walton,  figured  out 
»w  to  use  computers  and  communications  to  improve  his 
pply  chain  and  get  closer  to  customers.  Wal-Mart  became 
le  of  the  biggest  winners  of  the  computer  age.  Citibank 
is  another. 

Air  travel  is  a  quintessential  growth  industry,  but  only 
)eing,  among  a  slew  of  U.S.  contenders,  survived  as  a  man- 
acturer  of  the  big  passenger  jets.  But  jet  travel  turned  re- 
rt  hotels  into  gold  mines  and  helped  create  the  cruise  in- 
lstry  we  know  today. 


Technology ...  gets 

diffused,  creating 

opportunities  in 

unexpected 

places. 


When  television  arrived,  stocks  like  Admiral,  Zenith,  Du- 
Mont  and  RCA  were  hot,  and  movie  stocks  went  cold.  But 
then  the  Japanese  came  from  nowhere  to  blitz  the  appliance 
market,  eventually  bankrupting  Zenith  and  forcing  Admiral 
and  RCA  to  sell  out.  Who  came  out  on  top?  Hollywood. 
Those  cans  of  old  films  in  the  vaults  suddenly  were  worth 
billions  of  dollars  as  TV  reruns.  P&G  and  Anheuser-Busch,  a 
soap  merchant  and  a  brewer,  learned  how  to  use  TV  and  be- 
came growth  companies.  The  new  wealth  created  by  TV  be- 
came widely  diffused. 

As  the  Internet  grows, 
money  will  move  away  from 
technology  toward  its  applica- 
tions. Stock  market  leadership 
will  move  from  the  Nasdaq  100 
back  to  stocks  in  the  S&P  500. 
Here  are  a  few  ideas: 
Think  about  older  compa- 
nies that  are  rebuilding  them- 
selves around  the  Internet. 
FORBES  cited  a  dozen  in  its  July  24  cover  story.  Prices  of 
many  of  these  stocks  already  reflect  success,  but  many  other 
companies  are  doing  the  right  thing  yet  haven't  been  discov- 
ered by  the  market.  Ford  Motor  could  well  be  one. 

Identify  new  industries  being  enabled  by  the  Net.  An  ob- 
vious one  is  adult  education,  transmitted  interactively  via 
the  Internet  (FORBES,  May  15).  This  one  is  going  to  be  big. 

Many  branded-goods  companies  now  outsource  manu- 
facturing so  they  can  concentrate  on  marketing  and  brand- 
building.  Dell  and  Cisco  and  Apple  Computer,  for  example, 
do  little  actual  manufacturing.  As  a  result,  contract  manu- 
facturing has  become  a  growth  business  for  companies  like 
Flextronics,  among  others.  Auto  suppliers  like  Dana  and 
Magma  are  building  more  and  more  of  what  the  car  com- 
panies sell  and  should  be  able  to  achieve  tremendous  effi- 
ciencies of  scale  and  eliminate  inventory  costs.  On  page  103 
of  this  issue  John  Rutledge  shows  how  the  Internet  can 
breathe  new  life  into  ordinary  businesses. 

Consider  Warren  Buffett's  Berkshire  Hathaway.  Berk- 
shire may  seem  utterly  nontechie,  but  its  direct-to-consumer 
insurance  is  ideal  for  the  Internet.  Meanwhile,  Berkshire's 
fast-growing  business  of  selling  fractional  ownership  in  jet 
planes  is  beautifully  situated  to  cash  in  on  the  new  wealth 
created  by  the  stock  market  and  by  technology. 

Don't  forget  real  estate  and  home  builders.  When  people 
get  richer,  one  of  the  first  things  they  want  is  a  fancier  house. 
Property  values  in  Silicon  Valley  have  grown  almost  as  fast  as 
the  Nasdaq  in  the  past  few  years.  That's  diffusion.  F 
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collecting!  Everybody  loves  an  outlaw, 
but  these  days  no  one  loves  one  more  than  an 
art-photography  collector. 

BY  BARBARA  POLLACK 

BUTCH  CASSIDY  AND  THE  SUNDANCE  KID: 
583.000;  the  lames  Gang:  140,000;  Al  Capone: 
$8,600.  No,  these  are  not  the  rewards  posted 
below  their  wanted  posters.  They  are  current 
auction  prices  for  their  mug  shots  and  other 
photos  of  these  notorious  felons. 

Collectors  of  fine-art  photography  have  fallen  in  love 

with  bad-guv  pictures,  and  thev're  tracking  them  down  with 

the  determination  of  Elioi  it  turns  out,  cops  and  col- 

e  many  of  the  same  criteria  to  determine  the  most- 

1  he  more  heinous  the  crime,  the  more  money  a 

can  command. 

: -reaching  their  reputation  was,  how  colorful 

;!!e>r  own  lifetime  and  how  the,  are  considered 

•  odd  that  is  very  icon-conscious      bes    .ire  the 
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factors  that  are  increasingly  important,"  savs  Daile  Kapla 
head  of  the  photography  department  at  Swann  Galleries, ; 
auction  house  in  New  York. 

In  April  Swann  sold  the  photograph  that  indirectlv  led 
the  undoing  of  Butch  and  Sundance,  setting  a  new  auctk 
record  for  Western  outlaw  photos.  The  vintage  print  showt 
The  Wild  Bunch — Butch  and  the  Sundance  Kid,  with  the 
confederates  Ben  Kilpatrick,  William  Carver  and  Kid  Curr 
The  story  goes  that  the  gang,  celebrating  a  successful  bank  rol 
berv,  sashayed  into  lohn  Swartz's  photo  studio  in  Fort  Wort 
Tex.  in  September  19(H)  to  record  their  triumph.  A  copy  of  tl 
photo,  in  which  gang  members  all  sported  brand-new  bowl 
hats,  was  circulated  bv  the  Pinkerton  Agency  arid  used  to  trai 
down  Butch  and  Sundance,  who  had  later  tied  to  Bolivia.  Son 
say  the  final,  glorious  shoot-out  was  the  direct  result  of  tr 
gang's  vainglory  in  the  photo  studio.  The  legend  helped  pib 
the  photograph  to  $85000. 

The  price  reflects  not  only  the  rantv  ot  the  print,  but  tl 
shift  in  the  kinds  ot  collectors  pursuing  this  material.  Tl 
print  had  been  in  the  collection  ot  lames  Harran,  a  noted  e 
pert  on  the  American  West,  who  uncovered  images  like  th 
one  in  dusty  archives  and  police  vaults.  It  was  bought  1 
Ydessa      Hendeles,     one     of     the     world's     leadii 


3r  stie's  sold  Weegee's  "Their  First  Murder"  (left)  for  $23,000. 

1  ster  chic  (above):  Bonnie  and  Clyde. 

x  emporary-art  collectors,  who  maintains  her  own  mu- 
se n  in  Toronto. 

It  is  fascinating  to  see  how  we  re-create  the  outlaw  over 
ir  over  again — in  daguerreotypes,  in  legend,  then  in  film 
U"  now  in  postmodernism,"  says  Richard  Sandor,  another 
e  ng  art  collector  and  a  board  member  of  the  School  of 
\  Institute  of  Chicago.  Next  to  the  Andy  Warhols  and 

2  iy  Shermans  in  Sandor's  Chicago  home  hang  the  only 

0  wn  portrait  of  Billy  the  Kid  and  a  snapshot  of  Al  Capone 
;r  ying  a  baseball  game  at  Wrigley  Field. 

There  are  more  and  more  people  with  deep  pockets 

of  this  stuff,"  says  Swann  Galleries'  Kaplan.  A  post- 

n  tern  view  of  Jesse  James  in  his  coffin  brought  $5,060  in 

A  year  later  six  cartes- de-visite  of  the  James-Younger 

j  g  snagged  $39,100.  And  while  the  Wild  West  still  leads 

th  :rime  photo  field  because  the  prints  are  older  and  rarer, 

'  )s  gangsters  are  coming  on  strong.  In  1997  Al  Capone's 

1  shot  sold  for  $8,625,  and  a  press  print  of  Bonnie  and 
G  le  fetched  $4,830. 

Sociologists  looking  for  the  original  culprit  in  this  fine- 
i  rime  wave  finger  a  single  exhibition.  Police  Pictures:  The 


Fateful  photo:  the  snapshot  (left)  used  to  track  the  Wild 
Bunch  down.  Ordinary  mug  shot,  extraordinary  price. 

Photograph  as  Evidence,  at  the  San  Francisco  Mu- 
seum of  Modern  Art  in  1997,  was  the  first  exhibit  to 
present  evidentiary  photographs  as  art.  The  show  in- 
cluded daguerreotypes  of  runaway  slaves,  a  1934 
press  photo  of  George  "Baby  Face"  Nelson  on  an  un- 
dertaker's slab  and  a  bystander  cupping  Robert 
Kennedy's  blood-soaked  head. 

Visitors  took  away  one  overriding  impression: 
These  pictures  looked  terrific!  Art  collectors  took  no- 
tice, too.  Even  the  grisliest  images — the  Daily  News' 
1928  front-page  view  of  convicted  murderer  Ruth 
Snyder  in  the  electric  chair,  or  a  Cambodian  death 
squad's  photographic  records  of  their  genocide  vic- 
tims— stood  up  esthetically  to  the  work  of  contem- 
porary art  photographers. 

It  wasn't  long  after  the  Police  Pictures  exhibit  that 
crime  photos  started  loitering  around  well-bred  galleries. 
New  York  photo  dealer  Steven  Kasher  mounted  a  show  of 
press  photographs  in  1998,  selling  images  by  unknown  pho- 
tographers— such  as  "Marion  Roberts,  Ziegfield  Girl  and 
Gangster's  Moll"  and  "Winnie  Ruth  Judd  Nabbed  with 
Blood  Dripping  from  Suitcase,"  for  $500  to  $1,500. 

Since  then  galleries  have  been  making  a  beeline  for  the  un- 
derworld. In  Dallas,  Burt  and  Missy  Finger's  Photographs  Do 
Not  Bend  Gallery  recendy  exhibited  Scene  of  the  Crime,  which 
includes  an  unforgettable  1917  press  photo  tided,  "Man  Sets 
Mother-in-Law  on  Fire  in  Front  of  Five  Children."  Edwynn 

Houk  Gallery  in  New  York  sells 
Danny  Lyon's  photographs  of 
Texas  inmates,  taken  in  the  late 
1960s,  for  $6,000  to  $35,000. 

No  photographer  is  as 
closely  associated  with  crime  as 
the  celebrated  New  York  press 
hound  Arthur  Fellig,  better 
known  as  Weegee.  The  nick- 
name, a  play  on  Ouija  board, 


This  is  about 
turning 
underground 
aspects  of  our 
culture  into  art. 
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derives  from  Weegee's  uncanny  knack 
for  arriving  at  crime  scenes  ahead  of 
the  cops.  "Weegee  was  able  to  create  in- 
credibly charged  images  by  balancing 
our  fear  and  our  fascination  with  a 
highly  refined  photographic  style,"  says 
Rick  Wester,  head  of  Christie's  photog- 
raphy department. 


Christie's  sold  Weegee's  "Their  First 
Murder,"  a  scene  of  a  crowd  gathered 
around  a  gangland  shooting,  for 
$23,000  in  1994.  That's  still  the  top  price 
for  a  single  Weegee.  But  in  January 
Nancy  Lieberman,  head  of  Phillips  Auc- 
tioneers' photo  department,  made  a 
killing  on  Weegees  when  she  sold  a  col- 


lection of  175  prints  for  $300,000. 

"This  is  not  about  a  morbid  sense  I 
violence  or  voyeurism,"  argues  Lieba 
man.  "It  is  about  elevating  low  materl 
to  a  higher  level  and,  like  the  TV  she 
The  Sopranos,  turning  underground ; 
pects  of  our  culture  into  art."  It's 
not  a  half-bad  racket. 


BY  JAMES  M.  CLASH 

SAND  DUNES  START  SMALL  WITH 
a  bush,  say,  or  a  stone — anything 
that  gets  in  the  way  of  strong 
desert  winds  carrying  sand.  As  the 
centuries  pass,  the  currents  deposit 
more  particles,  and  the  sand  piles 
higher.  The  longer  this  goes  on,  the 
higher  the  dune  grows. 

Wait  15  million  to  40  million  years 
and  you  get  Big  Daddy,  one  of  the  old- 
est sand  dunes  on  the  planet  and 
thought  to  be  the  biggest.  A  ziggurat  of 
red  sand,  Big  Daddy  rises  1,100  feet 
from  the  parched  African  earth  of  the 
Namib  Desert.  Above  is  the  deepest  of 
blue  desert  skies;  at  its  base  is  a  sea  of 
golden,  talc-like  clay.  The  sharp  contrast 
of  the  three  colors  reminds  one  of  a 
nl  Rothko  painting. 

mbing  Big  Daddy,  however,  is  not 
rig  a  Rothko  painting,  which 


you  just  know  must  be  a  great  Namibia's 

deal  easier.  First  off  you've  got  to  S'ant  Rothko 

ir      .....     .  .  a  monument 

get  yourself  to  Namibia,  in  south 


west  Africa,  sandwiched  between 
Angola  and  South  Africa.  We  flew 
1 5  hours  nonstop  from  New  York 
to  Johannesburg,  connecting  there  to  a 
two-hour  flight  to  Windhoek,  Namibia's 
capital.  From  Windhoek  it's  still  another 
hour  in  a  small  charter  plane  to  Sos- 
susvlei,  but  the  ride,  with  the  sea  of 
dunes  undulating  below,  is  supernatu- 
rally  beautiful. 

Since  shoes  are  clumsy  and  tend  to 
fill  with  sand,  you  climb  dunes  in  bare 
feet.  So  you  want  to  start  early,  before 
the  sun  heats  up  the  sand  to  well  over 
120  degrees.  Wake-up  for  us  was  4:30 
a.m.,  as  Big  Daddy  is  a  good  two-hour 
drive  from  camp.  Climbers  ascend  in 
one  of  two  ways:  along  the  long,  gradual 
ridges  leading  to  the  summit  or  straight 


in  yellows, 
reds  and 
blues. 


up  the  65-degree  slipface.  Mo 
of  the  few  hundred  people  wl 
try  this  trek  each  year  choose  1 
former.  We  chose  the  latter. 
From  the  start  it  was  toi 
going.  Locals  say  that  mc 
climbers  who  quit  do  so  wit 
the  first  100  feet.  I  can  see 
For  every  step  up,  you  slide  bal 
at  least  half  that.  You  quid 
learn  to  go  up  on  all  fours,  likJ 
giant  spider,  using  your  hands  I 
anchors  so  your  feet  slide  lej 
You  also  learn  not  to  look  uj: 
the  top  never  seems  to  get 
closer. 

I  took  to  counting  stej 
First  I  tried  40,  then  rested  foJ 
minute.  Too  many.  Then  I  trij 
20.  Too  few.  Finally  I  fell  intc 
rhythm  of  30  steps,  a  rest, 
steps,  a  rest,  and  so  on.  The  lod 
ascent  record  for  Big  Daddy! 
around  18  minutes.  The  corij 
lation  between  age  and  til 
(I'm  45)  in  our  group  was  qu| 
apparent.  Our  22-year-old  bi 
pilot,  Bruce,  did  it  in  just  unc 
20  minutes.  Joss,  3 1 ,  nailed  it  in  28  mi| 
utes.  My  climb  took  44  minutes.  Gee 
58,  came  in  at  just  under  an  hour. 

The  view  from  the  top  looks  like ; 
other  planet  altogether — the  red  planj 
Mars,  perhaps.  For  miles  in  all  directioj 
hundreds  of  red  dunes,  all  shorter  th| 
Big  Daddy  but  still  imposing,  fill 
horizon.  Pitch-black  shadows  alternsl 
with  an  intense  palette  of  bright  reds.) 
Thankfully,  our  descent  was  easy] 
combination  of  "dune  surfing,"  slic 
and  just  plain  stumbling  had  us  back] 
the  base  in  less  than  five  minutes,  o| 
feet  giving  off  comical,  seal-like  squea 
as  they  rubbed  against  the  sand. 


R    B    E    S   »   August  21,  2000 


FflfiBESLIFE 

Gutta-Percha 

and  Who  Really 
Invented  Golf 

T  R  A  v  E  L I  Hard  by  St.  Andrews  Olde 
Course  lies  a  little-known  golf  museum  with 
the  most  cantankerous  curator  in  Scotland. 


BY  JESSICA  MAXWELL 

ARCHIE  BAIRD  REGARDED  ME 
like  an  anthropologist  who  had 
just  been  challenged  by  a  cre- 
ationist. "Many  people  would  like  t'be- 
lieve  that  golf  is  a  Scottish  game  . . .  but 
it  isn't,"  he  spat  (literally,  due  to  his 
burr).  "The  Dutch  played  a  game  like 
golf  long  before  we  did — they  taught  it 
to  our  Scottish  wool  merchants  who 
brought  their  wool  to  Holland  on  ships. 
There  are  enormous  amounts  of  docu- 
mentary and  pictorial  evidence  to 
prove  it,  going  back  as  far  as  1400!  Look 
at  this." 

He  gestured  impatiently  to  a  1668 


Dutch  oil  painting 
called  "Winter  Sports." 
"That  guy  and  that 
guy  are  wearing  kilts. 
The  Dutch  never  wore 
kilts." 

"Well,  it  does  get 
cold  in  Holland,"  I  of- 
fered. Then  I  noticed 
that  all  the  figures  in  the 
painting  were  standing 
on  a  frozen  canal  hitting 
a  ball  around  with  long  sticks.  "Is  that 
where  ice  hockey  came  from?" 

Archie  grimaced.  "Hockey  has 
nothing  to  do  with  it!"  he  half-yelled. 
"This  is  a  go wlff  museum!" 

You'd  never  know  it  from  the  out- 
side. There  is  no  sign.  There  is  no 
shingle.  No  windows  to  peer  into.  No 
elegant  gold  lettering  adorning  the 
museum  door.  In  fact,  the  door  is  so 
unassuming  you'd  assume  it  leads  to  a 
storage  area  for  the  adjacent  pro  shop. 
"How  do  people  find  you  here?"  I 
ask  Archie.  "They  don't,"  he  snaps. 
"They  have  to  make  an  appointment. 
Usually  they're  here  to  play  a  rrround 


of  gowlff,"  he  adds,  "which  we'll  I 
doing  ourselves  soon  if  you  stop  inter 
rrupting  me." 

We  were,  in  fact,  standing  in  tl 
one-room  Heritage  of  Golf  Museum 
the  Gullane  Links  near  the  village 
Gullane  on  Scotland's  filigreed  ea 
coast,  not  all  that  far  from  St.  Andrew 
To  the  south  the  Lammermuir  Hil 
threw  a  protective  arm  along  the  co 
and  barley  fields  below.  To  the  nor 
and  east  Aberlady  Bay  glitters  its  w; 
into  the  North  Sea,  stippled  with  shi 
and  islands. 

The  interior  of  the  museum  look 
like  a  golfer's  garage  sale.  All  mann 
of  antique  golf  equipment  w 
arranged  along  the  walls  in  chron 
logical  order.  There  were  histor 
paintings  everywhere,  ancient-lookii 
wooden-shafted  clubs,  bizarre  old  pi 
ters  (whose  club  heads  ranged  fro 
elegant  ellipses  to  lumps  of  lea> 
and  a  host  of  primitive  golf  balls,  i 
eluding  my  favorite,  which  sportd 
parachute. 

My  host  and  resident  museum 
rator  was  a  muscular  terrier  of  a 


Curator  and 
urmudgeon  Archie 
"  at  the  7th  hole. 


rmer  veterinary  surgeon  with  stel- 
golf  credentials,  not  the  least  of 
ch  was  being  married  to  Dr.  Sheila 
k,  great-granddaughter  of  Willie 
k  Sr.,  the  first  winner  of  the  British 
en.  A  consummate  amateur  golf 
orian,  Archie  opened  his  golf  mu- 
ni in  1980,  the  same  year  he  sup- 
edly  retired.  Two  years  later  he 
■lished  Golf  on  Gullane  Hill,  which 
only  addresses  the  history  of  Gul- 


lorabilia  from  the  game  Archie  Baird 
the  Dutch  invented  in  the  1300s. 

:  and  Scottish  golf  in  general  but 
includes  a  wonderful  illustrated 
ith-by-month  "nature  calendar" 
icting  all  kinds  of  birds  and  other 
llife  one  might  see  on  the  golf 
rse,  a  summer  wildflower  guide 
»  entries  like,  "In  the  rough  mead- 
ind  farthest  from  the  sea  are  ..." 
one  of  the  best-ever  dedications: 
my  dear  wife,  Sheila,  who  has  been 
urce  of  inspiration  and  a  pillar  of 
ence,  as  well  as  producing  the 
>ur  slides." 

'And  we'll  begin  at  the  beginning," 
lie  began.  "The  Dutch  invented  golf 
there's  no  mention  of  golf  in  Scot- 
before  1450.  But ...  the  Dutch  nei- 
developed  the  game  nor  did  they 
•  it  going.  It  died  out  totally  in  Hol- 
1  by  1700  because  they  couldn't 
e  good  clubs.  They  had  no  wood  to 
:e  them  with!" 
The  Scots,  on  the  other  hand,  had 


"Auwk!  Hockey  has  nothin'  to 
do  with  it.  This  establishment 
is  a  gowlff  museum!" 


trees  and  hills  and  sheep,  all  of  which,  it 
turns  out,  had  everything  to  do  with 
why  golf  became  a  Scottish  sport.  "You 
can't  grow  sheep  on  flat  ground," 
Archie  explained.  "So  our  wool  mer- 
chants took  their  wool  to  Holland, 
which  was  a  very  rich  country,  and 
sold  it  at  a  good  price.  And  they  had  to 
wait  for  the  wind  to  change  to  sail 
back."  Hence,  they  were  introduced  to, 
and  took  up,  the  Dutch  game,  which 
had  been  played  in  the  winter  on  frozen 
canals,  in  fields  and  in  the  streets  since 
1300,  and  one  version  of  which  was 
called  "coif." 

Scottish  wool  merchants  brought 
the  game  to  the  hills  near  the  harbors 
of  St.  Andrews,  Carnoustie,  Aberdeen 
and  Aberlady,  which  is  now  Gullane, 
"and  the  game  existed  exclusively  on  the 
east  coast  from  1450  to  1850,"  Archie 
declared.  "Now  the  Dutch  did  teach  us 
to  make  the  first  golf  ball — the  feather 
ball — a  top  hat  full  of  feathers  stuffed 
into  a  leather  skin." 

He  plunked  one  made  before  1850 
into  my  hand.  "And  what  will  surprise 
you  is  how  heavy  it  is,"  Archie  said.  He 
was  right.  It  looked  like  an  old,  brown, 
smallish  seamed  baseball  and  had  the 
weight  of  metal  or  wood.  "One  of  those 
sold  recently  in  Edinburgh  for 
£20,000,"  he  added.  I  almost  dropped 
the  thing  from  sheer  surprise.  That  was 
$30,000! 


"Even  in  the  beginning  a 
feather  ball  cost  as  much  as  a 
club,  which  insured  that  golf 
remained  a  game  for  the  rich 
. . .  until  someone  made  a  ball 
out  of  gutta-percha,  and  the 
game  took  off." 

"Fish  guts?"  I  asked, 
confused. 

"No!"  Archie  hollered. 
"Gutta-percha — 'gutta'  for 
short.  It's  a  tropical  gum 
similar  to  rubber,  except  that 
when  it  is  heated  it  can  be 
molded,  and  when  it's  cool  it 
goes  rock-hard.  It  was  cheap 
and  durable,  not  fragile  and 
expensive.  Now  everyone 
could  afford  to  play."  To  wit, 
in  1850  there  were  only  15  golf  courses 
in  the  entire  world — but  by  1900, 
after  the  arrival  of  the  gutta  ball,  there 
were  2,300. 

"Then  another  big  change,"  he  con- 
tinued, "was  that  they  began  to  make 
club  heads  out  of  persimmon." 

"Wouldn't  that  be  a  little  ... 
messy?"  I  asked. 

"Perrr-simmon  wood"  Archie 
hissed.  "An  American  fruitwood  that  is 
so  hard  you  can  bore  a  hole  into  it  and 
stick  a  golf  club  shaft  straight  into  it." 
He  proceeded  to  show  me  examples  of 
antique  golf  clubs:  "Flanges,  offset 
heads  and  oversized  clubs  . . .  and  that 
takes  you  to  the  beginning  of  the  steel 
shaft,  where  I  lose  interest." 

"What's  this?"  I  inquired  about  a 
charming  wicker  golf  bag  that  re- 
minded me  of  a  giant's  fishing  creel. 
"It's  from  Hong  Kong,"  Archie  said. 
"Colonial  piece." 

"So  you  could  keep  your  salmon  in 
it,  too?"  Archie  gave  me  a  look  as  cold 
as  the  North  Sea.  "Auwk,  well . . .  maybe 
so,"  he  huffed.  "But  we've  got  a  tee  time 
in  five  minutes.  The  fishin'  will  have 
t'wait!"  F 

Jessica  Maxwell  lives  and  fly-fishes  on 
Oregon's  McKenzie  River  and  is  the  au- 
thor of  Driving  Myself  Crazy:  Misad- 
ventures of  a  Novice  Golfer  (Bantam, 
June  2000,  $23.95). 
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join  BROCADE® 
The  Next  Big  Thing  In  Networking 

This  is  one  promise  you  can  take  to  the  bank.  BROCADE 
delivers  a  networking  foundation  for  storage  environments. 
We  are  changing  the  way  companies  manage  and  use  the 
information  that  runs  their  business.  Our  Fibre  Channel  fabric 
switches  are  the  market  leading  networking  infrastructure  for 
Storage  Area  Networks  (SANs)  -  our  products  are  available 
around  the  world,  sold  by  the  industry's  leading  suppliers  of 
servers,  storage,  and  integration  services. 

Now  comes  the  opportunity  of  your  career.  To  join  a 
group  of  talented,  committed  people  in  shaping  the 
direction  and  destiny  of  a  company.  To  become  part  of  an 
organization  with  a  remarkable  vision,  creating  a  market 
with  a  REAL  product.  The  Valley's  filled  with  promises. 
We're  a  company  that  delivers. 

We  have  opportunities  available  in  the  following  areas. 

Engineering         Operations  Finance 


Sales 

Support  ft 

Information 

(various 

Service 

Technology 

locations) 

Education 

Facilities 

Marketing 

Services 

Located  in  the  heart  of  Silicon  Valley,  Brocade  offers  excellent 
compensation  packages  that  include  competitive  benefits  and 
salaries.  For  more  information  on  Brocade  and  to  view  a  full 
listing  of  jobs  and  complete  descriptions,  please  visit  our  Web 
site  www.brocade.com/jobs.  Equal  Opportunity  Employer. 


www.brocade.com/jobs 


l|3    BROCADE 


OppenheimerFunds 

The  Right  Way  to  Invest 


The  Right  Place  to  Work! 

From  the  New  York  skyline  to  the  mountains  of 
Denver,  we've  created  an  environment  where 
achievement,  new  technologies,  and  the  human 
spirit  soar.  OppenheimerFunds  is  "The  Right  Place 
to  Work"  for  highly  motivated  professionals  who  war 
challenging  assignments,  and  the  opportunity  to  buil 
a  career  and  impact  our  growth. 

We  have  exciting  openings  in  the  following  area: 

Marketing  Finance 

Investment  Accounting 

Technology  eCommerce 

Sales 
Visit  our  website  www.oppenheimerfunds.com 

Our  compensation  structure  is  designed  to  attract 
outstanding  performers.  We  offer  an  employee- 
centered  team  environment  and  comprehensive 
benefits  package,  including  an  innovative  time-off 
program  and  retirement  plan. 

Please  visit  our  website  or  send  your  resume 
indicating  your  area  of  interest  and  location  to: 
nyhr@oppenheimerfunds.com 


Join  the  leader  in 
Personal  Television! 


TiVo  is  the  most 

advanced  and 

easy-to-use  Personal  TV  Service  available. 

It's  a  way  for  viewers  to  have  total  control  over 

what  they  watch,  and  when  they  watch  it. 

TiVo  offers  an  exciting,  entertainment-oriented 
environment  in  new  state-of-the-art  facilities. 
Please  see  our  website  at  www.tivo.com  and 
send  your  resume  to  employment@tivo.com 
Or  fax  to  408.519.5336 


TiVo,  TV  your  way; 


SALES  &   MARKETING 
Product  Marketing  -  Platforms 
Sales  Trainer  -  Retail  and  Distribution 
Partner  Marketing  Manager 

BUSINESS  DEVELOPMENT 
Senior  Manager 

INFORMATION  TECHNOLOGY 

Decision  Support  Analyst 

Oracle  DBA 

Sr  SAP  Business  Analyst 

Sr.  UNIX  Systems  Administrator 

SERVICE  OPERATIONS 

Operations  Program  Manager 
Database  Analyst  /  Query  Specialist 
Operations  Specialist 

PROGRAMMING  &   PRODUCTION 

Creative  Design  Director 
Prototype  Designer 
Producers 
Associate  Producer 

TiVo  Inc  is  an  Equal  Opportunrty  E 
C2000  TiVo  Inc  All  Rights  Reserved  TiVo.  TiVo  logo.  Personal  TV,  and  T  1V0.  TV  your  way  are  trademarks  of  T 


MEDIA  PARTNERSHIPS 

Business  Affairs  Manager 

FINANCE  &  ADMINISTRATION 

Legal  Assistant  or  Paralegal  -  Patents 
Director,  Investor  Relations 

ENGINEERING 

Quality  Engineering 

Systems  Software 

Server  Architecture 

Applications  Software 

Authoring  &  Production  Tools 

Web  &  Internet  Technologies 

Technical  Writing  /  User  Interface  Design 

Engineering  Managers  /  Directors 

Hardware  and  Product  Design 

Partner  Engineering  /  Professional  Services 

Also  hiring  summer  interns  and  new  college  gi 


For  more  career  opportunities  -  visit  BestJobsUS 


j]]|)loymentl|eview 


tJobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


■T  Profession 


the  DIFFERENCE  is  at 

Your  FINGERTIPS. 

As  the  world's  leading  biotechnology  company.  Amgcn's  primary  purpose 
is  to  improve  the  lives  of  patients  through  breakthrough  therapeutics, 
such  as  EPOGEN*  (Epoetin  alfa)  and  NEUPOGEN"  (Filgrastim),  the  most 
successful  products  in  the  industry.  Our  ongoing  research,  pipeline 
development,  and  global  expansion  will  continue  to  generate  exciting 
opportunities  for  IT  Professionals. 


Join  our  cutting-edge  environment  that  includes  Sun  Solaris/l  NIX/AS  100 
and  Microsoft  Windows/NT.  Enterprise  software  includes  IDE  One  World, 
Oracle.  Siebel  Systems,  Microsoft  BackOffice,  and  web-based  applications 
such  as  Java,  Active  Page.  Perl,  HTML,  and  CGI  scripts. 

We  offer  a  highly  competitive  compensation  and  benefits  package  that 
includes  stock  options,  i()l(K)  plan,  three  weeks  of  vacation,  on-site  fitness 
center,  child  care  programs,  and  more.  For  information  about  career 
opportunities,  visit  us  at  www.Amgen.com  or  submit  your  resume  to 
debbieak"  amgen.com,  Attn:  Ad  Code  631. 


4MGEN 


EEO/AA  Employer  M/F/D/Y 


Amgcn  Inc. 
Thousand  Oaks.  CA 

www.Amgen.com 


©2000Amgen  Inc. All  rights  reserved 


Inore  career  opportunities  -visit  BestJobsUSA.com 
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Advertisement 


BusinessClassified 


Financial  Sen/ices 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you    \ 

the  2000-page  Investors  Reference  Library  —  Value  Line's  most  recent  Ratings  and   \  ^ 

Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  In  Common  Stocks. 

You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  $55. 

Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS:  Wall  Street 

Words.  Revised  Edition:  An  Essential  A  to  Z  Guide  for  Today's  Investor  (retail 

price.  $12.00).  In  addition  to  clear  definitions  of  4.000  terms,  this  convenient  guide 

contains:  60  case  histories  illustrating  the  real-world  application  of  key  concepts,  as  well 

as  samples  of  technical  charts.  You  also  get  explanations  and  Ideas  from  Industry 

professionals  on  50  special  topics.  Including  tax  law.  financial  management  and 

accounting.  Available  while  supplies  last.  Free  with  your  subscription.  Your 

subscription  may  be  tax-deductible:  consult  your  tax  advisor.  Send  check  or  money 

order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL   TOLL-FREE   1-800-535-9651 

BONUS  CODE    516NFWD21  American  Express.  MasteiCard.  Visa  of  Discover 
^  24  hours  a  day,  7  days  a  week  II  you  are  not  completely  satisfied  return  all  materials 
^L     in  good  condition  within  30  days  from  the  start  ot  your  thai  subscription  for  a  full 
refund  of  your  tee  Allow  4  weeks  tor  delivery  Foreign  rates  upon  request 
f\  Order  Online  at  www.valueline.com/ada/fSdnf 

*VThe  Value  Line  Investment  Survey* 

M^^       PO  Box  3988. New  York  NY 
"""^^  10008-3988 


Financial  Sen/ices 


Business  Opportunities 


Take  Your 
Company  Public 

Call:  1-800-827-8388 
or 

http://gopublic.cmacs.com 


Worldbid.com  is  seeking 
business  partners  worldwide  to 
develop  Worldbid. corn's  vertical 
and  regional  trade  portals. 

View  details  at: 
www.worldbidpartners.com 

JWorldbid.com 


SMALL  ADS  BRING 

BIG 

RESULTS! 

Call:  Media  Options 
1-800-442-6441 

Forbes  Business  Classified 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 

Complete  Training.  Call  (or  Free 

Intormation  Package. 

800-995-0049  Ext.  7675 


Charge  your  ad... 

VfSA 


Legal  Sen/ices 


ASSLT  PROTECTION 


Corporations,  ltd.  Partnerships.  II  Cs 
Offshore  Trusts. Corps..  I'rivatc  Banking 

•  lk".i  Jurisdictions  •  Maximum  Privacy 
•Tax  Saving!  •  I  stale  Planning 

Professional  •  Confidential 


Steven  Sears.  CPA  •  Attorney  at  Law 
71 4-544-0622  •  www  searsatty.com 


Business  Opportunities 


e-mcorporate 


•  Registered  agent  services 

*  U.S.  bank  accounts  opened 
•Nominee  director  services 

Delaware  Incorporation  Handbook 
Delaware  Business  Incorporators,  Inc. 

8QO. 423.2993 


Legally  &  Ethically 


Own  YOUR  Own 
OFFSHORE  BANK 

FREE  Report 
800-733-2191 


OPPORTUNITY  KNOCKS 

Once  in  a  while  an  opportunity  comes 
along  that  will  never  repeal  itself.  Gel 

in  on  the  ground  floor.  Extremely  high 
income.  Training,  leads,  secured  ac- 
counts to  call  on.  Opportunity  of  a  Life- 
time. Let's  talk,  dm   Rcq.l 
Areas  Going  Fast. 
1-800-675-6144 


MAKE  BIG  $  $  $ 

HNAMI  cnACKSIHWIPtDSHIflDS 


U00-S26-S5tt 

Usa/Canada 


www.glassmechanix.com 


Prestigious,  exciting  2nd  Career  for 
Successful  Corporate  CEO's,  Executives, 
Top  Professional  Salespeople,  Athletes, 
Coaches,  Psychologists,  Wnters; 

SPEAK  PROFESSIONALLY,  EARN 
S5.000.00  to  S25.000.00  PER  SPEECH. 
BE  A  PUBLISHED  AUTHOR.  COACH 
CONSULTANT.  ETC, 

Leading  pro,  20  yrs  experience,  addressing  over 
200.000  people  annually,  generating  over  a  million 
dollars  annually  author  of  8  pub'd  books,  will 
'crash  course"  train  and  position  you  in  this 
lascinaiing  business  Limii  1 4  proteges/clients 
every  6  months  This  training  is  the  equivalent  ot  a 
"franchise*  in  sophistication,  comprehensiveness 
and  value  FREE  INFORMATION  KIT  sent  on 
request;  call  24  hr.  tree  recorded  message  at 
1 -800-597-8895  Or  FAX  request  to  602-788-0494 
No  sales  representative  will  ever  call.  Application 
provided  with  Kit.  Only  serious  Individuals  should 
reply  Significant  fee  required. 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Advertisement 


BusinessClassified 


Supplements 


Executive  Gifts 


rera 


Safe  steroid  replacement 
with  absolutely  no  side  effects! 

No  prescription  needed  Anything 
stronger  would  be  illegal! 


Triple  xxx  could  make  other  anabolic 
supplements  obsolete! 


h 


TRIPLE  XXX  m 

Anabolic  Compound 

Increases  Testosterone  levels  to 
337%!  Testosterone  is  the  most  pow- 
erful anabolic  muscle  producing  hor- 
mone found  in  the  body.  Triple  XXX 
contains  the  newest  anabolic  on  the 
market,  5mg  Dihydroxyflovone,  5mg 
Boron,  500mg  Trlbulus  Terrestris  and 
50mg  Androstenedione.  IT  HELPED 
THE  GREAT  HOMERUN  RECORD! 
100%  GUARANTEED  RESULTS! 


_0ne  Bottle.  90  Tablets  $29.95  ♦  $3.00  S&H 
.Two  Bottles 
(Speclil  get  3rd  FREE)  $59.90 1  $3 .00  S&H 
.FREE  Underground  Newsletter  with  order 


Name   

Address    

City  

State,  Zip  

Phone  ( )  

Send  Check  or  Money  order  to: 

P.H.D. PHARMACEUTICALS 

301  South  Elm  Street,  #304, 
Greensboro,  NC  27401 

800-914-6559 


Fund  Newsletter 


CUBAN  CIGARS 

D  E  I.  I  \    E  R  I    D      A  N  Y  W  H  E  K  E 


M..si  (  ub.in  Bfanrfs  Av,iil,ibl« 

(416)717  -1110 


Visa.  Mastercard 
and  American  Express 


Autheniii  ii\  satisfaction  and  deliver)    guaranteed'! 


Gemstones 


INVESTMENT  GEMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gcmsioncs 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 
Trade  &  Chamber  of  Commerce 

HOUSE  OF  ONYX,  Inc. 

120  N.  Main  St..  Greenville.  KV  42345 
1-800-844-3100  or  FAX  270-338-9605 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 

DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  561 -845-7669 


Franchising 


ARE  YOU  SITTING  ON  A  GOLD  MINE? 

lurwnmini 


Ml  to  ■  tat  Became  pobody  has  franchised 

more  businesses  than  Francorp 
The  leader  in  mmBm  development 

and  consulting.  Worldwide. 
Alk  about  our  Franchise  Your  Bunnell 

seminars. 


FB 


www.tr.ncorp.com 


YOUR  BUSINESS 

with  che  leading  consulting  firm  in  the  country 

800-358-8011 


MCi 


Discover  How  You  Can 
TRIPLE  Your  Money! 


We'll  show  you  how  with  a  FREE 

week  of  great  trades!  By  fax  or  email. 

CALL  NOW  AND   RECEIVE 

A  FREE  TAPE! 

1-888-366-8264 

0P1  ION]    I  H   S.I  OM      Code  422 


Business  Services 


Charge  your  ad... 

VISA 


i  I 


(Image  area 
1-3/4'  x  1-3/4") 


or  2000  tattoos,  only  $289 
CALICO 

800/225-4269  Fax:  707/446-8273 

E-Mail:  CalicoUSAQYahoo.com  (PC) 

E-mail:  CallcotattoosQaoi.com  (Mac) 

website:  CallcoUSA.com 


Air  Travel 


BUSINESS/FIRST  CLASS 
AIRFARES  -50%  OFF 


Fly  in  business  or  first  class  at  a  fraction 
of  the  cost  paid  by  your  fellow 

passengers. 

1-800-440-1581  Travel  Tek 

No  restrictions  Msjor  carriers    mileage 

WWW.TRAVEK.NET 


REDUCE  YOUR  BUSINESS  TRAVEL  COSTS 


Forbes 

Subscriber  Service 

To  order,  change  address 

or 

other  customer  service, 

call  1-800-888-9896 


For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


T  T 

ealth  costs  are  sickening.  The  killing  pox  of  malpractice  suits  is  giving  birth  to  machines 
that  can  provide  swift  results  on  the  screens  in  doctors'  offices,  instead  of  counting  less 
JtLm  expensive  second  opinions  and  agorge  of  additional  diagnoses  and  tests.  Genetic  engi- 
neering and  heightened  biological  computer  projections  promise  exciting  breakthroughs.  The  cost  of 
medical  care  is  so  out  of  hand  that  necessity  is  mothering  medical  invention.  Robust  profits  are  out 
therefor  those  finding  new  ways  to  reduce  the  price  of  effective  health  care.  — MALCOLM  FORBES  (1985) 


When  a  man  goes  through  six  years' 
training  to  be  a  doctor  he  will  never  be 
the  same.  He  knows  too  much. 

—ENID  BAGNOLD 


The  doctor  should  be  opaque  to  his 
patients  and,  like  a  mirror,  should 
show  them  nothing  but  what  is 
shown  to  him. 

— SIGMUND  FREUD 


J  have  noticed  that  doctors  who  fail 
in  the  practice  of  medicine  have 
a  tendency  to  seek  one  another's 
company  and  aid  in  consultation. 
A  doctor  who  cannot  lake  out  your 
appendix  properly  will  recommend 
you  to  a  doctor  who  will  be  unable  to 
remove  your  tonsils  with  success. 

—ERNEST  HEMINGWAY 


Every  doctor  will  allow  a  colleague  to 
decimate  a  whole  countryside  sooner 
than  violate  the  bond  of  professional 
etiquette  by  giving  him  away. 

—GEORGE  BERNARD  SHAW 


While  the  patient  wants  the  best 
and  most  modern  treatment  available, 
he  is  also  badly  in  need  of  the  old- 
fashioned  friend  that  a  doctor  has 
always  personified. 

— GUNNAR  GUNDERSEN 


As  for  consulting  a  dentist  regularly, 
my  punctuality  practically  amounted 
to  a  fetish.  Every  12  years  I  would 
drop  whatever  I  was  doing  and  allow 
wild  Caucasian  ponies  to  drag  me 
to  a  reputable  orthodontist. 

— S.J.  PEREI.MAN 


/  can't  stand  whispering.  Every  time  a 
doctor  whispers  in  the  hospital,  next 
day  there's  a  funeral. 

—NEIL  SIMON 


When  a  doctor  does  go  wrong  he  is  the 
first  of  criminals.  He  has  nerve  and  he 
has  knowledge. 

—  SIR  ARTHUR  CONAN  DOYLE 


There  is  only  one  cardinal  rule:  Om 
must  always  listen  to  the  patient. 

—OLIVER  SA«! 


Surgery  is  the  red  flower  that  bloomX 
among  the  leaves  and  thorns  that  at 
the  rest  of  medicine. 

—RICHARD  SEI 


Whosoever  is  spared  personal  pain 
must  feel  himself  called  to  help  in 
diminishing  the  pain  of  others. 

—ALBERT  SCHWEITl 


The  great  secret  of  doctors,  known 
only  to  their  wives,  but  still  hidden 
from  the  public,  is  that  most  things  I 
get  better  by  themselves. 

—LEWIS  THO 


A  Text  ... 

A  merry  heart  doeth  good  like 
a  medicine:  but  a  broken  spiriifj 
drieth  the  bones. 

—  PROVERBS  11 

Sent  in  by  Mrs.  H.J.  Grimm,  Milwaifl 
Wis.  What's  your  favorite  text? 

More  than  14,000  "Thoughts,"  arranged  alphabi 
by  subject,  are  available  in  a  900-page,  one-v 
deluxe  edition,  Forbes  Book  of  Quotations:  Thouj 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  sh 
and  $1  per  item  for  handling  (add  applicable  sale 
To  order,  please  call  toll-free,  1-800-876-6556. 
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Lance  and  Luke  Armstrong 


Two  miracles.  Three  Bristol-Myers  Squibb  medicines. 

And  one  very  happy  ending. 


little  miracle  above  is  Luke  David  Armstrong.  The 
one  is  his  dad,  Lance.  Winner  of  the  2,287-mile  1999 
r  de  France.  And  of  an  even  more  grueling  battle  — 
nst  testicular  cancer.  Using  three  Bristol-Myers  Squibb 
:er  drugs,  doctors  worked  with  Lance  to  beat  his 


illness.  For  over  three  decades,  Bristol-Myers  Squibb  has 
been  at  the  forefront  of  developing  cancer  medicines. 
Now,  we're  working  with  Lance  to  spread  the  word  about 
early  detection,  treatment,  hope,  and  triumph.  Learn 
more  by  visiting  our  Web  site:  www.bms.com. 

iy|  Bristol-Myers  Squibb  Company 


Hope,  Triumph,  and  the  Miracle  of  Medicine 


AUG 


N 


F  FAC 


OF    RISK    EVER  YWHERE 


FROM  THE  COMFORT 


OF      YOUR      OWN     C  0  U  N  T  R 


WORLDWIDE     INSURANCE     COVERAC.  F 

.utside  the  US  hole  new  set  of  risks  to  contend  with  That's  why  Fireman's  Fund,  a  member  of  the  Allianz 

lal  insurance  coverage  that  can  be  handled  through  a  angle  program,  by  your  local  agent.  So  call 

in  home  field  advantage  wherever  your  company  [         Fireman's  Fund.  License  to  get  on  with  it" 
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^und 

A  company  of  the  Allian 
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<$==£>  Circle  the  words  that 

help  you  increase  productivity. 
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1.    AMD   (see  example) 


2.  Athlon 


3.  processor 


4.  now 


5.  with 


6.  full-speed 
?.  performance 
8.  enhancing 


.'. 


9.  cache 


10.  memory 


AMDH 


speeds  of  up  to  1  GHz,  and  now  with  full-speed  performance-enhancing  cache  memory,  the 
Athlon "  Processor  helps  you  take  full  advantage  of  your  most  demanding  applications.  This  is  just 
f  the  many  reasons  AMD  Athlon  and  AMD  Athlon  processor-based  systems  have  already  won  more 
50  awards  worldwide.  Could  more  be  on  the  way?  Find  out  at  www.amd.com/productivity. 
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you  want,  and  when  you  want.  Because  work  is        portable.  Come  and  go  with  a  newfound 
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freedom  that  fits  neatly  within  your  hands. 


At  3.4  lbs.  light  and  less  than  1"  thin,  this 


ultraportable  allows  you  to  really  move  and 


shake.  It's  technology  that  allows  you  to  leave 


the  building.  It's  technology  that  sets  you  free. 


Visit  toshiba.com  or  call  1-800 -TOSHIBA 
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•  before  has  the  Internet  been  more  uniquely  poised  to  make  a  difference.  That's  why  Nc-i 

Networks'"  is  building  the  new,  high-performance  Optical  Internet  with  99599%  reliability  and  a  de;» 

that  offers  a  higher  level  of  quality  and  speed  As  a  result,  the  Internet's  ability  to  raise  awareru 

-are  experiences  and  scientific  data  is  unprecedented.  Our  optical  solutions  will  en* 

KoNitniitei'nnknrtiilNmliaMib  'v»»jt  i- yov. »4« tn.  n»m«tti:b«"-5 MwnKtmukjt  yrMvowk  c.wvwwiytwrt.v  «jlm)iit> 


I 


What   do 


you 


:V   \  il 


Internet   to  be? 


[DX 


Elton  John,  Founder 
Elton  John  AIDS  Foundation' 


lieu  of  a  promotional  fee  paid  to  Elton  John,  Nortel  Networks  has  made  a  donation  to  the  Ellon  John  AIDS  Foundation 


oe  le  to  collaborate,  giving  them  even  more  power  to  exchange  information 
n  :ord  time  -  a  valuable  commodity  in  the  race  to  save  lives.  So  come 
I   her,  right  now  with  Nortel  Networks.  And  make  the  Internet 
*    ever  you  want  it  to  be.  nortelnetwoTks.com 
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Now  there's  a  smarter  way  to  manage 

your  customer-employee-supplier-partner- 
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It's  one  Net.  Put  it  to  work. 


)u  can't  build  success  in  today's  eBusiness  world  if  you  can't  bring  order  to  a  host  of  complex  networks, 
rder  that  lets  your  employees,  partners,  suppliers  and  customers  work  together.  And  all  their  different 
aerating  systems,  intranets,  extranets  and  the  Internet  work  as  one  Net.  Securely  and  reliably.  That's  the 
rength  of  Novell's  Net  services  software.  It  lets  existing  technology  work  together.  And  gives  you  the  power 
change  your  eBusiness  as  fast  as  the  Net  economy.  Watch  it  work  at  www.novell.com 

Novell 
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Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses   www.agilent.com 
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SAMSUNG  DIGITS 

everyone's  invited 


For  over  two  or  rhe  world's  six  billion  people,  access  ro  modern  health  care  is  just  a  dream. 
But  with  Samsung,  a  new  digital  day  is  dawning.  In  communications,  computing,  home  entertainmenr. 
appliances,  and  the  semiconductors  that  make  them  all  possible,  we're  putting  innovation 

and  digital  technology  to  work  in  ways  that  are  making  lire  easier,  richer,  and  more  enjovable. 
Like  empowering  advances  in  telemedicine  to  help  deliver  the  most  advanced  medical  care  available  anywhere  on  the  pi 

You  see,  at  Samsung,  we  measure  our  success  by  how  well  we  help  the  world  succeed. 
And  that's  a  reality  that'll  make  tomorrow  a  healthier  place  for  all. 
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ECIAL  SEVEN-PAGE  SECTION    Here  is  our 

at  the  PC  wonder  of  tomorrow:  Frisbee-sized 
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Carnegie  Mellon's  controversial  new 
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ooking  back,  it  is  now  obvious  that  the 
technology  revolution  was  always  destined  to 
end  up  as  pure  light.  The  optical  switch, 
which  within  the  next  decade  or  two  will  replace 
the  silicon  junction  as  the  defining  object  of  the 
modern  world,  is  the  inevitable  result  of  200  years 
of  stripping  motion  and  heat  out  of  information.  It 
began  as  the  mechanical  switch:  the  directional  arm 
on  the  railroad  track,  the  derailleur  on  the  geared 
wheel.  Next  came  the  click  of  the  electromechanical 
switch:  the  telegraph  key  and  phone  relay. 

In  1912,  Lee  De  Forest  stilled  the  switch's 
motion  with  the  invention  of  the  vacuum  tube  tri- 
ode.  Then,  starting  in  1947  with  Shockley,  Brat- 
tain,  and  Bardeen's  work  at  Bell  Labs,  the  vacuum 
disappeared  and  the  switch  became  a  sturdy  chunk 
ot  solid  rock,  the  transistor.  Ten  years  later,  the 
Fairchild  Traitorous  Eight  flattened  the  transistor 
onto  a  sheet  of  silicon  and  multiplied  its  numbers 
in  a  process  like  printing:  the  integrated  circuit. 

That  was  more  than  40  years  ago.  The  intervening 
decades,  the  digital  age,  have  seen  the  almost  mythi- 
cal unfolding  ot  the  IC  into  a  multiplicity  of  forms 
and  ever  greater  densities. 

Today,  in  $5  billion  labs,  robots  and  puffs  of 

air  move   12-inch 
HOW  appropriate  that  the  waters  through  au- 

tomated stations, 
computer  mdustry.  accelerat.ng        lllunLkrthewatch. 

ever  faster,  ultimately  converts         ful  eyes  of  techni- 

matter  into  cool,  pure  light  itself.       cians  in  dean-room 

suits.  Each  wafer 

contains  hundreds 

of  circuits,  each 
made  up  of  5  million  or  more  transistors  and  featuring 
mii  race  lines  as  narrow  as  l/500,000ths  of  an  inch. 

I  from  this  perspective,  it  is  obvious  that  the 
process  cannot  keep  increasing  in  complexity  for- 
i  n  i*  we  could  build  the  $100  billion  fabri- 
cation plant  Deeded  in  2010,  can  we  afford  to?  Can 
we  defeat  all  the  quantum  effects  that  appear 
as  il  (tries    each  atomic  lengths?  And, 

mos  as  I  sit  here  with  my  hot  laptop 

-can  we  deal  with  the  grow  mg 
am<  '-.  ing  produced  by  all  those  elec- 

trons les  of  silicon  pathways? 

Perhap  the  threshold  for  electronics  is 
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getting  higher  by  the  day.  The  door  is  open  for  ; 
new  digital  switching  or  transmission  technolc 
willing  to  take  up  the  torch  of  Moore's  Law.  H 
appropriate  it  is  that  the  computer  industry,  aa 
erating  ever  faster,  ultimately  converts  matter  i 
cool,  pure  light  itself. 

In  this  issue,  Forbes  ASAP  presents  the  first-e 
encyclopedic  look  at  the  light  revolution.  We  de 
the  terms,  look  at  the  top  competitors,  distingi 
the  good  markets  from  bad,  and,  of  course,  talk 
our  old  friend  George  Gilder.  Perhaps  most  in 
esting  of  all,  we  had  our  computer  historian,  '. 
Crosby,  define  what  the  Optical  Computer  of  2 
would  do,  and  then  asked  the  famous  prodi 
design  firm  Frogdesign  to  show  us  what  that  cc 
puter  would  look  like. 

Trust  me,  you'll  want  one  right  now. 

On  an   entirely   different  matter:   As 
defining  magazine  of  the  digital  age,  we  at  For 
ASAP  have  long  felt  that  we've  been  intention: 
overlooking  an  important  story  in  high  tech. 
everyone  else,  we've  watched  in  awe  as 
so-called  New  Economy  magazines  have  growr 
Brobdingnagian  as  to  strain  both  magazine  ra 
and  the  eyesight  of  their  readers.  They  ar 
remarkable  example  of  technology  (this  time 
subject)  overwhelming  a  traditional  industry. 

But  we  hesitated.  After  all,  many  of  these  ma 
zines  are  sometime  competitors  of  Forbes  AS 
We  fight  for  many  of  the  same  stories,  advertis 
and  staffers.  There  are  other  conflicts:  For  ex; 
pie,  Business  2.0  editor  James  Daly  once  wor 
for  Forbes  ASAP.  I  was  a  founding  writer  at  Up: 
and  Fast  Company  and  wrote  for  the  Urdu: 
Standard's,  editor,  Jonathan  Weber,  when  he  wa 
the  Los  Angeles  Times. 

Nevertheless,  this  is  a  story  that  needs  to 
told.  So  we  asked  veteran  feature  writer  Richi 
Rapaport  to  profile  each  of  the  players  and  j 
us  his  take  on  them.  Finally,  we  asked  the  count' 
leading  magazine  expert,  Professor  Samir  Husn) 
the  University  of  Mississippi,  to  give  us  his  oj 
ions  on  the  players  and,  unlike  other  recent  sto 
on  the  subject,  actually  predict  the  likely  winne. 

Is  the  story  we  came  up  with  balanced  and  f 
That's  for  you  to  decide. 
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in  e-business 


URVIVAL   MEANS   ATTRACTING   ATTENTION   TO   WHAT'S    CRITICAL. 


>mpete  at  Internet  speed,  sales  and  reseller  organizations 
immediate  access  to  time-sensitive,  crucial  information. 
Web*  automatically  delivers  it —  whether  it's  a  sales 
rotation,  price  list,  or  executive  video.  BackWeb's 
ited  Polite'"  Push  technology  lets  users  seamlessly  down- 
large  files —  if  a  dial-up  connection  drops,  downloading 

What  Pushes  e-business 


continues  immediately  upon  reconnection.  A  BackWeb  Flash 

alert  then  animates  on  users'  screens,  meaning  a  faster 

response  to  critical  information.  And  more  time  for  closing 

sales.  For  a  white  paper  on  how  BackWeb's  e- Accelerator 

can  bolster  your  sales  force  automation,  call  1-800-863-0100 

or  visit  www.backweb.com/accelerate2.html 


Among  the  many  companies  using  BackWeb:    Cisco,  Ericsson,  Robertson  Stephens,  Siemens,  ICG  Communications 
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MAX  AGUILERA-HELLWEG  began  his  photography  career  at  age  17  as  an  apprentice  to  Annie 
Leibovitz  at  Rolling  Stone  magazine.  He  won  the  prestigious  Eisenstadt  Award  for  science 
photography  in  1999  and  2000.  An  assignment  to  cover  a  surgical  operation  prompted  him  to 
complete  his  pre-med  studies.  He  currently  is  enrolled  at  Tulane  University  School  of  Medicine. 


CLINT  WILLIS  is  ,i  contributing  editor  at  Worth  magazine  and  a  columnist  for  Reuters.  He  also 
is  the  editor  of  the  Adrenaline  Books  series,  which  includes  Rough  Water:  Stories  of  Survival 
from  the  Sea  and  The  War:  Stories  of  Life  and  Death  from  World  War  II.  He  lives  with  his 
wife  and  two  sons  in  Cape  Elizabeth,  Maine. 


TIMOTHY  FERRIS  is  the  author  of  10  books,  including  the  best-sellers  The  Whole  Shebang  and 
( 'oming  ■>  Age  m  the  Milky  Way.  A  former  newspaper  reporter,  he  is  a  frequent  contributor  to 
The  \  Yorker  and  The  New  York  Review  of  Books.  Ferris  has  written  and  narrated  two 
television  specials,  The  Creation  of  the  Universe  and  Life  Beyond  Earth. 
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t':one  thing  to  list  thousands  of  lots  of  machine  tools  on  the  web.  It's  another  to  sell  them  all.  But  that's  exactly 
vr  happens  at  DoveBid's  webcast  auctions.  When  it  comes  to  selling,  DoveBid  has  the  kind  of  experience  that  can't  be 
»c  ;ht:  63  years'  worth.  And  now,  thanks  to  our  live  webcasting,  there's  no  limit  to  how  many  buyers  we  can  reach, 
vr  her  they're  around  the  block  or  around  the  world.  In  fact,  over  50%  of  sales  at  our  recent  auctions  happened  through 
v<  :ast  bidding.  To  see  for  yourself,  just  log  on  to  our  next  webcast  auction.  You  won't  just  be  impressed.  You'll  be  sold. 


eck  website  for  upcoming  webcast  auctions. 


Nw.dovebid.com 


OowBiO.com,  and  the  DoveBid  logo  are  trademarks  of  DoveBid.  Inc.  California  Bond  Number  57BSBAI7624 


DOVEBID 

Business  Auctions  Worldwide 


Who  adds  it  up  for  the 

Name  Your  Own  Price"  company? 


I 


Heidi  G.  Miller,  CFO, 
priceline.com  Inc. 


Brainpower  from  Deloitte  &  Touche  is  helping  priceline.com  revolutionize  on-line  shopping.  We  have 
the  resources  and  agility  to  help  emerging  e-commerce  players.  Rapidly  growing  enterprises.  And 
established  global  companies.  Our  seasoned  specialists  apply  in-depth  knowledge  to  understand 
ecch  client's  unique  needs.  And  use  this  understanding  to  meet  complex  assurance  and  advisory, 
tax  services  and  consulting  challenges.  In  the  most  intelligent  way  possible.  The  client  service 
ns  of  Deloitta  &  Touche  are  the  foundation  of  our  strength.  To  learn  more,  visit  our  web  site. 


.■  &  Touch     i_LP 


fere  to  Deloitte  S.  Touche  LLP  and  related  entities. 


' 


he  answer  is  the  people  of  Deloitte  &  Touche 


Deloitte 

& TOUCn6      Assurance    &    advisory,    tax    services    and    consulting 


www.us.deloitte.com 


•   U.S.   Highway   1D1    and  CA  Highway   1 


•   Price:   Ndt  currently  on  market 


•   Prevailing  market  rates:   $51  .25/  so.  fi 


•   Earthquake  resistant 


•   Flexible 


•   High  traffic  area 


•   Recommendation:  Observe 


Expertise  where  you  need  it: 
right  where  you  are. 


If  you're  conducting  a  real  estate 
transaction  in  San   Francisco, 
California,  nothing  could  impact 
your  transaction  less  than  the 
market  conditions  in  Paris, 
France. That's  why  at  Colliers 
International  we  continue  to 
focus  on  our  local  markets,  no 
matter  how  popular  it  becomes 
to  tout  international  reach. 
We've  found  that  for  most 
clients,  their  local  market  is  their 
primary  concern.  And  that  makes 
t  our  primary  concern,  too. 

Global  breadth.  Local  depth.1 
Commercial  Real  Estate  Services  Worldwide 


Colliers  International  USA  Headquarters 
Boston.  Massachusetts 
617  722  0221 
www.  col  I  iers.com 


OUR  READERS  RESPOND 


Letter 


^— X 


I  HING  VENTURED,  NOTHING  GAINED 

I  the  introductory  paragraph  of  your 
\  iture  capital  firm  profiles  ["Money 
Signets,"  May  29,  2000],  you  make 
1  point  that  you  wanted  to  select  a 
Btric  that  "gets  at  the  very  heart  of 
■w  the  venture  business  is  changing," 
border  to  create  the  list. 

The    article    goes    on    to    describe 

1  aris  as  the  dark  horse  of  the  list,  and 

i  t  its  1999  performance  wasn't  all 

t  t  hot,  when  measured  by  the  market 

U 1  of  its  IPOs  during  the  year  of  $2.2 

m.  Given  our  formation  in  1996, 

average  invested  dollar  has  been  in 

market  for  less  than  two  years.  A 

<  ailed  review  of  our  portfolio  would 
1  eal  a  strong  pipeline  of  successful, 
I  >wing  companies. 

Additionally,  although  the  IPO  meas- 

ment  is  relevant  to  performance,  it 

M  es  not  take  into  consideration  other 

tors  such  as  the  successful  sale 

<  portfolio  companies,  the  successful 
Ijlue  creation  of  private  companies 

•  oss  the  entire  portfolio,  or  any  losses 
>tained  by  the  funds.  When  institu- 
nal  investors  consider  where  they  will 

est,  the  most  common  metric  they 

iew  is  the  net  IRR  to  partners  (the 
nualized  dollar-weighted  internal  rate 

return  of  the  portfolio,  net  of  fees 
d  expenses).  The  Polaris  funds  have 
(  nerated  exceptional  rates  of  return 
ice  the  company's  inception  in  1996. 

HN    GANNON 

laris  Venture  Partners 
annon@polarisventures.com 


In  your  discussion  of  Norwest  Venture 
Partners  ["Money  Magnets,"  May  29, 
2000],  you  listed  Annuncio  Software  as 
one  of  their  star  portfolio  companies 
that  looked  "a  little  dusty." 

Considering  Annuncio  Software  is 
currently  in  its  fourth  quarter  of  sales  and 
is  growing  its  revenues  at  60%  quarter  to 
quarter  and  features  a  list  of  renowned 
clients,  I  am  confused  as  to  why  you 
would  refer  to  us  as  "has-beens."  As  a 
pre-IPO  company  that  is  gaining  traction 
quickly  and  moving  extremely  fast,  there 
isn't  an  opportunity  to  gather  any  dust. 
CHRIS  McCLAIN 
Annuncio  Software 
Mountain  View,  California 

You  separate  venture  capital  firms 
["Money  Magnets,"  May  29,  2000]  in 
five  broad  categories:  by  stage  of  invest- 
ing, technology  expertise,  brand  name, 
type  of  support,  and  size.  May  I  suggest 
a  sixth?  The  ability  to  truly  evaluate 
management  on  an  ongoing  basis  from 
the  start. 

VCs    make    a    big    point 
about  the  vaunted  business 
model,  but  it  is  not  a  sub- 
stitute for  real-life  manage- 
ment ability.  They  always  reli- 
giously give  lip  service  to  the 
need  for  "good  management," 
but  qualification  is  entirely  in 
the  eye  of  the  beholder.  Let's 
face  it,  much  of  their  success 
has  been  due  to  sheer  luck 
more  than  any  semblance  of  expertise. 
When  you're  living  in  times  such  as  these, 
with  lots  of  capital  to  throw  about,  it's 
almost  like  shooting  fish  in  a  barrel. 
EARL    J.    WEINREB 
ejw@newshole.net 

PHOOEY!  THERE  IS  NO  F00-F00 


you  mean  froufrou?  I  have  never  heard 
of  foo-foo.  What  is  the  derivation  of 
that  word? 

WILLIAM    CUNNINGHAM 
Richmond,  Virginia 

You're  right.  We  thought  about  arguing 
that  "foo-foo"  is  in  fact  a  variant 
of  "foofaraw,"  meaning  "1.  Frills  and 
flashy  finery, "  or,  more  appropriately,  in 
respect  to  your  letter,  "2.  A  disturbance 
or  to-do  over  a  trifle."  But  the  simple 
fact  is  that  we  took  the  headline  from 
the  quote  by  Lorie  "Princess  Glitz" 
Hazen  about  "foo-foo  stuff."  She  prob- 
ably got  it  wrong,  but  who  are  we  to 
argue  with  royalty?  — The  eds. 

CELL  PHONE  ENVY 

Owen,  you're  a  marketing  man's  dream 
come  true  ["I'm  Late,  I'm  Late..."  May 
29,  2000]. 

Create  a  product  that's  superficially 
different  (i.e.,  a  smaller  cell  phone), 
appeal  to  the  insecurity  of  certain  con- 


sumers (real  men  have  small  phones), 
and  folks  like  you  do  the  rest. 
RED    HURLEY 
rhurley24@juno.com 


BE  FAIR  TO  FAIRCHILD 


I'm   always   surprised   when   reading 

about  the  history  of  the  electronics 

In  your  article  titled  "Where  Foo-Foo      age  that  no  credit  is  given  to  Sherman 

Makes  You  Rich"  [May  29,  2000],  did      Fairchild    [Editor's   Letter,   May   29, 
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2000].  When  I  joined  IBM  in  1960, 
Mr.  Fairchild  was  on  the  board  of 
directors.  He  had  great  interest  in 
voice  recording.  In  fact,  one  of  his 
pet  products  was  a  motion  picture 
camera,  the  first  that  could  also 
record  sound  on  a  magnetic  strip  for 
amateur  use. 

His  other  big  firm  was  Fairchild 
Aerial  Camera,  which  started  with  his 
invention  of  a  camera  to  take  pictures 
from  a  moving  plane.  Of  course,  he  also 
started  Fairchild  Aviation  as  well  as 
Fairchild  Semiconductor. 

It  seems  to  me  that  he  should  get 
more  credit  for  helping  create  the  elec- 
tronic age  we  all  enjoy. 

SAM     KALOW 
76013.124@compuserve.com 

Sherman  fair  child's  role  in  the 
electronics  age  is  explained  further 
in  "The  Founding  Documents" 
lp.  139]  in  the  May  29  issue. 

— The  eds. 


A  BUCK  FIFTY?  TRY  $150! 

Some  of  the  first  production  2N697 
transistors  ["The  Founding  Docu- 
ments," May  29,  2000]  were  actually 
sold  at  prices  that  started  at  about  $150 
each  because  they  were  the  first  high- 
speed silicon  devices  qualified  to  meet 
military  specs.  It  was  only  after  several 
years  of  production,  and  after  commer- 
cial usage  became  financially  possible, 
that  the  prices  dropped  to  the  $1.50 
level.  I  remember  ordering  the  devices 
in  what  was  then  a  large  quantity  (100 
pieces)  at  more  than  $5  each. 
DAVID  L.  KAUFMAN 
Lexington,  Massachusetts 

ROCK'S  PLANS 

You  list  a  number  of  companies  Arthur 
Rock  planned  to  contact  in  his  efforts 
to  find  a  home  for  scientists  and  engi- 
neers planning  to  leave  Shockley  Semi- 
conductor Laboratory  ["The  Founding 


Documents,"  May  29,  2000].  No.  3  c 
Rock's  list  is  North  American.  Writ* 
Andrew  Freiburghouse  interprets  th 
as  North  American  Van  Lines, 
far  more  likely  explanation  is  th; 
Rock  planned  to  approach  Nor 
American  Aviation,  which  at  the  tirr 
was  a  leader  in  missile  guidance  an 
control,  and  which,  through  its  autc 
netics  division,  established  a  vei 
strong  position  in  military,  space,  an 
commercial  electronics. 
TED  G.  BERLINCOURT 
Fort  Bragg,  California 

BACKWARD  GOVERNMENT 

William  H.  Davidow  seems  to  thin 
that  most  people  in  government  ai 
capable  of  thinking  like  businessme 
["Altered  States,"  May  29,  2000 
In  reality,  few  are.  The  people  attracte 
to  positions  in  government  are  by  an 
large  control  freaks.  Such  people  ar 
not  going  to  be  willing  to  relinquis 


OuestLink 


ee-commerce. 


No,  Its  not  a  typo.  It's  a  new  way  of  business  for  electronic  engineering  professionals.  With  more  than  210,000 
registered  users  QuestLink.com  is  the  leading  Web  marketplace  for  the  electronic  engineering  community.  QuestLink.com 
gives  the  engineering  community  the  timely  technical  content  they  need  to  research,  compare  and  buy  electronic  components, 
hardware  and  software  tools.  It's  the  combination  of  in-depth  technical  content  and  e-commerce  capability  that  will  shorten 
time-to-market  in  the  development  of  next  generation  electronic  systems. 

Led  by  veterans  of  the  semiconductor  industry,  QuestLink  is  redefining  commerce  for  the  electronics  industry.  We  call  it 
ee-commerce  You'll  call  it  one  heck  of  an  opportunity 


QUESTLINK 

The  #1  into  commerce  site  for  the  electronics  industry. 
www.questlink.com 


I 


tough  control  to  permit  distribution 
power   to   local   levels.   This   has 
ways  required  either  a  revolution  or 
e  imminent  threat  of  deposal. 
IHN    JENSEN 
akersfield,  California 

K  "Putting  the  Hex  on  Rx"  [May  29, 
,)00],  I  find  it  difficult  to  rationalize 
I  at  our  government  permits  my  health 
•an  to  precertify  over  the  phone  while 

ohibiting  the  purchase  of  prescrip- 
!  )ns  over  the  Net. 

HIL    BENAMY 
jenamy@netzero.net 

1ST  LIKE  ANY  OTHER  BUSINESS 

>me  clarification  is  needed  for  a  story 
i  Joel  Enos  ["Like  Wildfire,"  May  29, 
)00]  mentioning  Amway. 

"Pyramid  scheme"  is  not  a  fair  or 
xurate  description  of  a  business  model 
ted  by  federal  and  state  courts  as  the 
cample  to  follow  for  legitimate  multi- 
vel  marketing  plans.  Also,  it  is  unfair 
>  single  out  companies  like  Amway 
ir  making  only  a  select  few  very,  very 
ch.  All  companies  make  a  select  few 
ery,  very  rich. 
)HN    PARKER 
ice  President,  Amway 
da,  Michigan 

LOWERS   R  US 

lowers  USA  is  not  a  startup  ["Follow 
le  Leader,"  May  29,  2000].  We  have 
pen  in  business  since  1981  and  on  the 
7eb  since  1995.  We  are  a  private  entity, 
'hich  is  profitable,  unlike  our  competi- 
>rs,  which  are  very  unprofitable. 
AVID    ADAMS 
jresident,  Flowers  USA 
adams@flowersusa.com 

\orry.  We  regret  the  error. 

— The  eds. 

EADERS,  TELL  US  WHAT  YOU  THINK: 


mail 

ax 

nail 


let 


rant@forbesasap.com 
(650)  558-4995 
555  Airport  Blvd. 
5th  Floor 

Burlingame,  CA  94010 
www.forbesasap.com 


EVERYBODY  THINKS  THEIR  CITY  IS  THE  BEST 
PLACE  FOR  YOUR  CORPORATE  RELOCATION. 

EVERYBODY  ELSE  THINKS  OURS  IS.    . 


'» 


af«^i»jy>na  Pair* 

•Jacksonville 


<*    <" 


I  ■ 

\ 
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Dun  &  Bradstreet  ranks  Jacksonville  as  one  of  the  top  markets  in  the 
country  for  small  business  formation.  FITCH  has  consistently  ranked  JEA 
as  the  country's  leading  electric  utility  company.  Jacksonville  was  number 
one  on  Expansion  Management  magazine's  list  of  "America's  50  Hottest 
Cities."  Money9  magazine  has  said  it's  one  of  the  best  places  to  live  in 
the  U.S.  And  it  was  among  the  "Best  Large  Cities  for  Entrepreneurs" 
according  to  Entrepreneur  magazine. 

In  fact,  when  it  comes  to  business  relocation  and  expansion,  just  about 
everybody  who's  anybody  will  tell  you  that  Jacksonville  is  the  place  to  be. 
For  more  information,  call  Jerry  Mallot,  the  Executive  Director  of  Economic 
Development,  at  1-904-366-6680. 


J  THE      EXPANSION      CIT 

acksonville:^ 


ON      FLORIDA'S      FIRST     COAST 


JEA 

Building    Community. 


Visit  our  site  al  http://wvw.expandinjax.com  This  message  is  a  cooperative  effort  ol  the  Jacksonville  Chamber  of  Commerce.  JEA  (electric,  water,  and 
sewer),  the  Jacksonville  Economic  Development  Commission,  the  Jacksonville  business  community,  the  Baker  County  Development  Commission,  the  Clay 
County  Economic  Development  Council,  the  Nassau  County  Economic  Board,  and  the  Putnam  County  Chamber  of  Commerce.  Jacksonville  Chamber  of 
Commerce,  3  Independent  Drive,  Jacksonville,  FL  32202 

Expansion  Management  magazine,  January,  1999  issue;  Money  magazine.  July,  1997  issue,  Volume  26,  No.  7  Money  is  a  registered 
trademark  of  Time  Inc.;  Entrepreneur  magazine,  October.  1999  issue. 


An  IBM  response  advantage  for  small  business 


I  DON'T 
WANT  TO  WAIT 

FOR  ANSWERS 


I  WANT  SOMEONE  TO 

CALL  ME 
NOW 


Call  me  now  -»  J 


GET  GREAT  TECHNOLOGY  FOR  YOUR 
SMALL  BUSINESS  AND  ANSWERS  TO 
YOUR  QUESTIONS,  FAST.  With  the  new 
Call  Me  Now  button  on  the  IBM  Web  site,  you  won't 
have  to  wait  around  for 
answers  about  IBM 
technology  Simply  click  on  the  icon,  fill  in  your  name 
and  number,  and  a  personal  sales  advisor  will  call  you 
in  a  matter  of  minutes.  And  when  you  need  a  computer 
quickly,  we  can  help  you  with  that  as  well.  Select  sys- 
tems are  in  stock  and  ready  to  ship  the  same  day  you 
order  them.'  Not  only  will  they  get  to  you  fast,  they  will 
help  you  work  faster,  too.  The  IBM  PC  30CPGL,  Small 
Business  Series  comes  with  a  blazing-fast  Pentium®  III 
processor,  and  it's  preloaded  with  small  business  tools 
that  give  you  the  performance  you  need  to  succeed. 

HERE'S  WHAT  CUSTOMERS  THINK  ABOUT 
CALL  ME  NOW: 


Benjamin 
Siersma 


"Incredible!  My  call  was  returned 
ten  seconds  after  I  hit  the  key" 

"Wow,  I  was  really  surprised  at  how 
fast  someone  called  me  back. " 


pentium /i 


IBM  recommends  Windows  2000  Professional  for  busine. 


Buy  Today.  Ship  Today"  program  applies  to  selected  IBM  products  only  (designated  on  the  IBM  Web  site  at  ibm.com/shop),  it  does  not  apply  to  non-listed  systems,  accessories,  options  or  other  products.  Oi 

I  888-ShoplBM  or  via  the  Web  at  ibm.com/shop  Orders  under  the  program  must  be  property  completed  by  3:00  p.m.  Eastern  Time  Orders  completed  after  3:00  p.m.  or  on 

>ss  day.  An  order  is  considered  properly  completed  when  IBM  has  approved  the  customer's  method  of  payment,  including  any  necessary  credit  authorizations  Orders  subiect  to  product  availability.  Dt 

.'ending  on  delivery  method  chosen  Shipments  may  be  delayed  due  to  business  closings  or  delays  based  on  the  weather  or  other  circumstances  beyond  our  control.  IBM  reserves  the  right  to  mod 

le.  without  notice   MHz  measures  only  microprocessor  Intertill   lock  speed  Other  factors  may  affect  application  performance  For  Intel  Mobile  Pentium  III  processors  featuring  SpeedStep  ti 

im  performance  mode:  battery  optimization  mode  is  pproximateiv  80%  ol  maximum  performance  mode  'GB  means  one  billion  bytes  when  referring  to  hard  dnve  capacity.  Accessible  capacity  rn 

:r  from  its  retail  version  (H  available),  and  may  not  iclude  user  manuals  or  all  program  functionality.  For  non-IBM  software,  applicable  third-party  licenses  may  apply.  Warranty,  service  and  suppo 

are  provided  by  third  parties  not  IBM  IBM  makes  no  representations  or  warranties  regarding  non-IBM  products  'Prices  shown  are  prices  available  from  IBM  directfy:  reseller  prices  may  vary  t 

r  Part  #15M0N02,  Memory  Upgrade  Pari  K33L3136.  IDE  Drive  Part  *33L5019:  PC  300GL  Part  #6564-P2U.  17"  Monitor  Part  #17M0N04,  Memory  Upgrade  Part  /33L3137.  Pnnter  Part  #01N102: 

Pinter  Part  #09N9994  Tripp  Lite  Internet  Office  280  UPS  Part  #09N3853:  ThinkPad  Part  #2628-1 AU.  Memory  Upgrade  Part  /20L0254,  Port  Replicator  Part  W2K8667.  Warranty  Service  Upgrade  I 


pc  300  r^    "lV>  •  BE 

Celeron™  processor  SSSMhLr 
3  SDRAM 
'HDD 

jrated  graphics 
irated  10/100  Ethernet 
nonitor  (13.9*  viewable) 

Windows"  98 
s  SmartSuite*  Millennium  Edition' 
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S    essLease'"      S04 

I   mall  Business    Ol  /MONTH6 

(  iTOMIZE  YOURS: 

,6  'B  133MHz  NP  Memory  Upgrade 

able  installed)  $99*  or  $4/month5 
32X'  CD-RW  Internal  IDE  Drive 
$  9s  or  $9/month8 


IBM  PC  300GL,  Small  Business  Series 

Pentium  III  processor  733MHz/133MHz 

128MB  SDRAM 

30GB  HDD 

32MB  SGRAM  graphics 

2X/4X/24X-10X  CD-RW 

10/100  Ethernet 

17'  monitor  (15.9"  viewable) 

Windows  NT* 

Lotus  SmartSuite  Millennium  Edition 

Microsoft  Office  Small  Business 


S 


1,783 


SuccessLease         $f  m 

for  Small  Business    OO/MONTH' 

CUSTOMIZE  YOURS: 

128MB  133MHz  Memory  Upgrade 
Sig^orSy/month6 

Lexmark  Z52  Color  Inkjet  USB  Printer 
S1 79.99s  or  S7/month8 


I  I  ThinkPad*  A20m 

f  site  Intel  Celeron  processor  550MHz 

!  '  TFT  active  matrix  display 

€  IB  SDRAM 

-3D 
;  -10X  CD-ROM 
f    PCI  56K6  V90  modem 

s  98  Second  Edition 
f  Jular  Ultrabay™  2000 

ght™  keyboard  light 
1  el  weight  of  6  3  lbs  ' 


l,7495 

;  cessLease 
I  Small  Business 


S66/MONTH 


(  STOMIZE  YOURS: 

(  AB  100MHz  NP  SDRAM  Memory 
I  jrade  $955  or  $4/month' 

I  I  ThinkPad  Port  Replicator 
!  19s  or  $6/month' 

\  'ranty  Service  Upgrade  -  3- Year 
I  <t  Business  Day  Onsite  Service 
!  17s  or  $6/month« 


IBM  ThinkPad  T20 

Mobile  Pentium  III  processor  650MHz 
featuring  Intel  SpeedStep™  technology 
13.3"  TFT  active  matrix  display 
128MB  SDRAM 

6.0GB  HDD  •  24X-10X  CD-ROM 
Mini  PCI  56K  V90  modem 
Windows  98  Second  Edition 
Titanium  Composite  cover 
Modular  Ultrabay  2000 
Travel  weight  of  5.2  lbs. 


$ 


3,099 


SuccessLease  S44/\ 

for  Small  Business     11U/MONTH* 

CUSTOMIZE  YOURS: 

IBM  UltraPort™  Camera  S995  or  $4/morrth6 
128MB  100MHz  NP  SDRAM  Memory 
Upgrade  $189*  or  $7/month6 
Warranty  Service  Upgrade  -  1-Year 
Next  Business  Day  Onsite  Service 
S495  or  $2/month6 


IBM  NetVista™  X40  13U 

Pentium  III  processor  667MHz 

15.0"  TFT  active  matrix  display 

64MB SDRAM 

20GB  HDD  (7200  rpm) 

24X-10X  CD-ROM 

10/100  Ethernet 

5  USB  ports 

Windows  98 

Lotus  SmartSuite  Millennium  Edition 


2,330 


SuccessLease         so  E 

for  Small  Business    OO/MONTH' 

CUSTOMIZE  YOURS: 

Epson  Color  Stylus  Printer  SC670  SE  (black) 

S995  or  $4/month6 

Tripp  Lite  Internet  Office  280  UPS 

$79*  or  $3/month6 


SPECIAL  OFFER 


Buy  any  Intel  processor-based  IBM 
system,  excluding  servers,  and  choose 
your  free  accessory! 


FREE 

UMAX  2100U  Scanner 

Part  #10K3740 
OR 


FREE 

Computer  Backpack 

Part  #33L4855 

on 


FREE 

Agfa  ePhoto  Smile  Digital  Camera 

Part  #10K3746 


Call  for  more  promotions,  or  to  place  your  order 
Shipping  and  handling  not  included.  Phone 
orders  only.  Offer  expires  September  15.  2000. 
Cannot  be  combined  with  other  offers  Offer 
valid  in  US  only  while  supplies  last. 


(C/ business  tools 


DIRECT  TO  YOU 


Please  use  advantage  code  7815  for  latest  pricing. 


ibm.COm/smallbUSineSS/7815  or  1-888-ShoplBM,  advantage  code  7815 


Pl  2647-21U.  UltraPort  Camera  Part  #O8N1032.  Memory  Upgrade  Part  #20L0255,  Warranty  Service  Upgrade  Part  #3019188.  IBM  price  does  not  include  tax  or  shipping  and  is  subject  to  change  without  notice 
II  s  ottered  and  administered  in  the  US  and  Canada  by  third-party  providers  of  business  financing  approved  by  IBM  Global  Financing.  SuccessLease  terms  and  conditions  provided  by  the  third  party.  Monthly  lease 
bl  on  36-month  term,  full  payout  lease,  to  qualified  business  customers  installing  in  the  US.  Documentation  fee  and  first  month's  payment  due  at  lease  signing.  Taxes  are  additional.  Other  terms  and  financing  structures 
M  fer  may  be  withdrawn  or  changed  without  notice.  Options  must  be  leased  with  system  unit.  "Variable  read  rate.  Actual  playback  speed  will  vary  and  is  often  less  than  the  maximum  possible.  These  modems  are 
o  apable  of  receiving  data  up  to  56Kbps  from  a  compatible  service  provider,  and  transmitting  data  at  up  to  31  2Kbps.  Public  networks  currently  limit  maximum  download  speeds  to  about  53Kbps.  Actual  speeds 
1 1  /  factors  and  are  often  less  than  the  maximum  possible.  'Includes  battery  and  optional  travel  cover;  actual  weight  may  vary  due  to  vendor  components,  manufacturing  processes  and  options.  "'ServicePac*  is 
oj  Timercial  use  and  is  subject  to  the  IBM  ServicePac  Maintenance  Services  Agreement.  Service  not  provided  in  homes.  For  consumer  or  home  service  offerings,  call  1-888-ShoplBM.  IBM  reserves  the  right  to 
it  ffenngs  at  any  time,  withe*  notice.  SuccessLease  and  all  IBM  product  names  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation.  Lotus  and  SmartSuite  are  registered  trade- 
J>  Development  Corporation,  an  IBM  company.  Intel,  the  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  Celeron  and  SpeedStep  are  trademarks  of  Intel  Corporation.  Microsoft,  Windows  and  Windows 
M  i  trademarks  of  Microsoft  Corporation  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2000  IBM  Corp  All  rights  reserved. 


we've  teamed  up  to 

make  Human 
Resources  faster, 

sleeker  and 

better  equipped  to 
handle  the  CUrVeS. 


!!l§Link 


■ 


iBenefits,     Inc.    and    UltraLink    h.\ 
merged,  and  it's  our  customers  who 
winning.  Now  you  don't  have  to  bt 
the  Fortune  500  to  have  the  same  i 
of  power,   control  and  choice  in 
selection,  management  and  administrat 
of  your  company's  health  plans. 

We're   leveraging   the    efficiency   of 
Internet  to  put  employers  in  the  driver's 
with    even    more    powerful    health 
management  tools  which  have  long 
used    by    some    of   the    world's    larc 
companies. 

To  find  out  more: 
Call  our  toll  free  number  at  (888)  220-3 
email  us  atinfo.for@iBenefits.com, 
or  visit  us  at  www.iBenefits.com/for. 


@ 
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Sucking  Stratospheric  Failure 


Can  Globalstar  learn  from 
its  rival's  tragic  trajectory? 

IIDIUM'S  FALLING  ORBIT  has  caused  some 
ople  to  question  the  whole  satellite  phone  industry.  But 
obalstar,  Iridium's  main  rival,  is  making  a  concerted  effort 
|  differentiate  itself  from  its  failing  competitor  in  a  manner 
at's  both  quick  and  smart.  Despite  Globalstar's  earnings 
^appointment  last  spring,  the  company  still  appears  to  be 
e  best  positioned  to  survive  in  this  troubled  sector. 

Globalstar  recognizes  that  since  cellular  service  is  so  hot, 
.  satellite  service  should  be  auxiliary  and  used  primarily 
len  there  is  no  other  option.  The  company  now  offers  its 
tellite  phone  service  as  a  transparent  backup  to  cellular  rav- 
age through  its  partnerships  with  cellular  providers.  Con- 
mers  who  subscribe  to  the  enhanced  service  receive  only 
le  bill  from  their  cell  company.  Rates  for  the  additional 
tellite  phone  coverage  currently  stand  at  $1.49  per  minute. 

Instead  of  targeting  individual  customers,  such  as  adven- 
re  travelers,  as  did  Iridium,  Globalstar  is  focusing  on  busi- 
es users.  The  company  now  has  more  than  67,000  phones 

distribution  worldwide,  including  12,800  fixed  phones, 
any  of  which  are  typically  used  on  boats  and  in  remote 
lildings.  Globalstar  plans  to  roll  out  data/fax  capabilities  by 
e  end  of  the  year.  (Iridium,  in  contrast,  has  no  concrete 
ans  for  data  capabilities.) 

Globalstar  USA,  the  service  provider  for  the  U.S.,  also 
ade  a  smart  move  in  outsourcing  its  sales  through  a  reseller 
lannel.  "Iridium  tried  to  work  with  smaller  partners  and, 

its  death  throes,  assembled  its  own  in-house  sales 
>rce,"  explains  Andy  Radlow,  Globalstar  USA's  director  of 
arketing.  "Both  approaches  were  the  wrong  ways  to  go." 


Globalstar's 

strategy   alle- 
viates the  bur- 
den of  selling  its 
own  service  to  fin- 
icky customers. 

Competitors  are  in 
disarray.  Iridium  is  just 
barely  breathing,  having 
been   abandoned   by   one- 
time parent  Motorola.  Iridium's 
satellites  have  not  been  rerouted 
to  burn  up  in  the  atmosphere  as 

expected,  so  early  adopters  still  are  using  the  service,  though 
it  is  increasingly  spotty.  Teledesic  Chairman  Craig  McCaw 
had  expressed  interest  in  buying  the  ailing  Iridium  just  hours 
before  it  filed  for  Chapter  11  back  in  March,  but  he  decided 
instead  to  sink  his  company's  money  into  another  bankrupt 
satellite  phone  provider,  ICO.  McCaw  maintains  that  the 
newly  merged  entity,  to  be  known  as  ICO-Teledesic  Global, 
will  be  a  major  global  satellite  phone  company,  though  the 
firm  will  not  roll  out  service  until  at  least  2003. 

So  Globalstar  has  a  leg  up  on  the  competition,  but  it  lost 
more  than  $208  million  during  the  first  quarter,  causing  the 
stock  to  continue  its  six-month  descent  and  forcing  Global- 
star  executives  to  scramble  for  more  funding.  The  firm's 
executives  claim  they  are  in  the  network  buildup  stage  and 
revenues  are  growing  strong,  but  perhaps  the  Iridium  curse 
will  still  fall  on  Globalstar.  SCOTT  LAJOIE 
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Pollution  on 
the  Block 

WEARY  OF  ONLINE  B2B  cheerlead- 
ing?  What  if  it  means  avoiding  steep  EPA 
fines  or  saving  pollution  allowances  for  a 
rainy  day? 

In  March  EnronOnline,  the  e-child  of 
Houston-based  energy  giant  Enron,  held  its 
first  monthly  Web  auction  for  sulfur  dioxide 
(SO2)  emission  allowances.  At  press  time, 
30,000  allowances  have  been  sold  through 
EnronOnline's  auctions,  compared  to 
128,388  at  the  EPA's  annual  off-line  auction. 
Under  Title  IV  of  the  Clean  Air  Act,  an  SO2 
emission  allowance  market  was  established 
in  1995  for  utilities  to  cost-effectively  comply 
with  mandated  reductions.  Rather  than  install 
sulfur-reducing  equipment,  utilities  can  buy 
allowances  (one  allowance  equals  one  ton 
of  SO2)  from  other  utilities  on  the  open 
market  —  allowing  them  to  exceed  emission 
caps  for  a  price.  In  these  new  auctions  and 
in    EnronOnline's   other   marketplaces  — 


h 

m  which    boast    some    $60 

I  billion  in  transactions  of 

^^^^^^^™  wholesale  energy  products, 
including  electricity  and  natural  gas  —  the 
allowance  transactions  occur  in  real  time, 
forgoing  negotiations  among  traders  on 
the  telephone. 

In  addition  to  providing  a  model  for  nas- 
cent nitrogen  oxide  allowance  trading,  the 
SO2  marketplace  could  be  instrumental  in 
shaping  a  global  carbon  dioxide  market,  a 
potential  development  of  the  1997  Kyoto 
Protocol  to  reduce  greenhouse  gas  emissions. 
However,  some  environmentalists  question 
the  effectiveness  of  allowance  trading,  online 
or  otherwise,  at  reducing  pollution.  "An  on- 
line SO2  auction  is  putting  the  right  to  pollute 
on  eBay,"  notes  Ann  Mesnikoff  of  the  Sierra 
Club.  "It's  bad  no  matter  where  you're  trad- 
ing, but  this  puts  it  in  a  starker  form." 

KARINA  KINIK 


Covert's  Operations 

Red  Hat's  CFO  has  big  plans  for  his  company's  venture  arm 

as    companies   continue  to  develop  more  user-friendly  versions 
of  Linux,  and  the  operating  system  encroaches  further  into  the  mainstream, 
North  Carolina-based  Red  Hat  has  started  a  venture  fund  worth  $40  million  to 
$50  million  to  encourage  more  Linux-based  development.  Hal  Covert,  chief 
financial  officer  for  Red  Hat,  is  optimistic  about  future  ventures  despite  the 
unfavorable  Wall  Street  treatment  of  existing  Linux  companies. 
A  S  A  P :  Why  start  corporate  venture  capital  at  Red  Hat  now? 
COVERT:  In  the  past  six  months,  nearly  every  major  technology  company — 
Dell,  IBM,  etc. — has  come  out  in  support  of  Linux.  Red  Hat  Ventures  puts  us  in 
a  position  where  we  can  keep  abreast  of  what's  going  on  in  the  Linux  commu- 
nity. And  more  companies  working  with  Linux  means  bigger  awareness  for  the 
technology  in  general. 
ASAP:  The  stock  market  hasn't  been  too  friendly  lately  to  Linux  companies, 
including  Red  Hat.  Will  that  affect  the  venture  arm  and  the  type  of  investments  you'll  make? 
COVERT:  Most  companies  are  experiencing  similar  valuation  issues  since  they  are  addressing  emerg- 
ing markets,  new  technology,  or  the  way  technology  is  delivered  to  the  market.  But  we're  being  cautious. 

2  looking  to  avoid  companies  with  high  burn  rates  and  low  or  no  gross  margins. 
ASAP:  Are  there  a  lot  of  Linux  upstarts  out  there  vying  for  that  money? 

•RT:  By  the  end  of  the  year  we  could  potentially  have  five  to  10  investments. 
0 :  How  will  you  find  the  best  investments7 

We're  mainly  looking  for  products  and  services  that  can  be  offered  via  the  Web  and 
a  decent  margin,  at  least  50%  of  revenue.  interview  by  JOEL  ENOS 


M 

Fool's 

Cap(ital) 

Keen.com 

Shame  on  you,  Benchmai 

YOU'D      THINK      A 

self-described  "serial  entre 
preneur"  would  have  stayed 
away  from  an  idea  as  off-the 
wall  as  Keen.com.  Uh-uh 
Karl  Jacob,  Keen.com's  CEOi 
not  only  came  up  with  the 
business  model  for  a  "live 
answer  community"  but 
also  got  $67  million  in  ven 
ture  capital  from  biggies 
like  Benchmark  to  fund  it. 

Keen.com  has  a  stable 
of  professionals,  loudmouths, 
and  everything  in  between 
hawking  their  advice  for  a 
price.  You  choose  from  an 
online  list  of,  say,  dream 
interpreters  who  have  signed 
up  with  Keen.com,  click  a 
button,  and  Keen  immediate! 
calls  you  on  the  phone.  The 
the  company  connects  you 
to  the  "service  provider"  of 
your  choice  (assuming  any- 
body's home).  What  follows 
is  likely  one  of  the  most  asi- 
nine conversations  between 
two  people  you  could  ever 
imagine.  For  instance,  one 
person  might  be  talking  with 
a  total  stranger  about  a  topii 
as  personal  as  sexual  inter 
pretations  of  dreams. 

Jacob  says  that  some 
advice  givers,  who  split  their 
per-minute  earnings  with  Keei 
70  to  30,  are  earning  $1,000 
a  week.  But  if  you  think 
Keen.com  is  going  to  be  the 
next  eBay  community,  give 
me  a  call  first.  I've  got  a  few 
thoughts  about  a  bridge  you 
can  buy  in  Brooklyn. 

SALLY  McGRAN 


\ugtut  21,  2000 


We  have  the 


TECHNOLOGY 

A  leading  Java-based  personalization  and  e-commerce  platform. 


We  have  the 


PARTNERSH 

A  network  of  more  than  150  of  the  world's  best  technology  and  solution  partners. 


We  have  the 


E-BUSINESSES 

Over  400  worldwide  customers  including  Benetton,  BlueLight.com,  Eastman  Kodak,  and  J.Crew. 


We  have  the  best 


m 


Do  you? 


e-Business  isn't  about  building  a  Web  site;  it's  about  running  your  business.  ATG  understands  that.  For  more 
than  five  years,  we've  provided  a  software  and  application  platform  that  helps  businesses  build  and 
manage  online  relationships  with  customers,  suppliers,  and  partners.  Our  solution,  ATG  Dynamo; 
offers  everything  from  multilingual  and  wireless-Web  support  to  a  scalable  platform  that  grows  with 
your  business.  Introduce  your  e-business  team  to  our  platform  by  visiting  us  online  at  www.atg.com/platform 
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Cray  Finally  Lands 
on  "Tera"  Firma 


But  does  anyone  care?  You  should. 


RARELY  DOES  the  acquisition  of  the  most  famous  and 
one  of  the  most  influential  players  in  an  industry  take  place 
with  such  little  fanfare.  But  that's  what  happened  when  tiny 
I  I  year-old  Tera  computer  bought  Silicon  Graphics'  Cray 
Research  in  March  tor  $21.5  million.  To  those  familiar  with  the 
industry,  the  buyout  —  for  a  price  roughly  equivalent  to  what 
i  single  top  -of  the  hue  Cray  machine  went  for  in  1987 — was 
vet  another  chapter  m  one  of  high  tech's  saddest  stories. 

Seymour  Cray's  namesake  started  its  downward  slide 
when  the  Cold  War  ended  and  the  U.S.  government  quickly 
reduced  spending  on  supercomputers  of  .ill  types.  The  slide 

accelerated  further  in  the  late   1980s  when  the  Defense 

Advanced  Research  Projects  Agency  (DARPA)  decreed  that 
massively  parallel  processing  computers,  not  Cray's  vector 

machines,  would  he  the  wave  of  the  future.  Further  hurting 

Craj  was  us  sale  to  Silicon  Graphics  in  1996.  SGI  discontin- 
ued a  number  ol  future  Cra)  products  and  tried  to  convert 
the  Cray  base  to  St.I  products.  "Rut  Crayls  200  customers  all 
resisted  that,"  s.n  s  Jim  Rottsolk,  CEO  ot  the  new  company. 

Although  there  is  speculation  that  the  Cray  purchase  is 
a  move  ot  desperation,  1  OU  Ma//ucchelli,  a  senior  vice  presi- 
dent with  Gerard  Klauer  Mattison,  thinks  the  rebirth  ot  Cray 

|  [era  took  the  highly  regarded  name)  will  he  good  for  both 


companies.  "Tt 

had  a  comput 

architecture, 

product,  but  le 

than  a  company.  \\ 

Cray,  they're  adding  tf 

architecture  into  an  over. 

product  mix,"  Mazzucchelli  says.  "Moreover,  it  looks  like 

can  be  run  profitably." 

Cray  now  faces  a  race  to  integrate  the  two  companies  a 
get  its  new  vector  machine,  the  SV2,  on  the  market.  "If  th 
can't  get  the  SV2  out  the  door  in  time,  and  the  Japanese  cor 
out  with  their  (new  vector]  machine,  it's  over,"  says  Deb 
Goldfarb,  an  analyst  at  IDC. 

Four  months  after  the  buyout,  customers  are  still  holdi 
off  buying  while  the  dust  settles.  The  holdouts  include  Cra; 
big  name  customers:  the  Department  of  Defense  and  ph; 
maceutical,  aerospace,  and  automotive  companies.  Th/ 
are  rooting  for  Cray  to  succeed.  And,  Goldfarb  argm 
so  should  we.  "Society  is  enamored  with  PDAs  [person 
digital  assistants],  the  Internet,  and  cell  phones.  People  ha 
no  clue  about  how  critical  this  industry  is  to  everythii 
around  them."  JOHN  OCHW 


Everything  but  the  Kitchen  Syncs 


THE  ABILITY  TO  ZAP  information 
among  handheld  devices  via  infrared  sensors 
has  well  connected  cognoscenti  bragging 
s  that  arent  then  cars  But  if 
the  phenomenon  ot  exchanging  emails,  docu- 
without  going  on  a  net- 


work is  to  take  off,  the  numerous  personal 
digital  assistant  (PDA)  makers  are  going  to 
have  to  learn  from  the  historical  compatibility 
hassles  of  Macs  and  PCs  and  make  intra- 
machine  communication  a  transparent  given. 
Later-version  Palms  and  Handspring 
Visors  can  easily  trade  information  with 
each  other  Sony's  new  PDA  due  this  fall  will 
also  be  able  to  beam  with  Palm  OS-based 
terns.  Microsoft-supported  Pocket  PCs. 
however,  require  Peacemaker  compatibility 
software  to  join  the  conversation  At  the 
moment,  Peacemaker  is  Conduit  Technolo- 
gies' best-selling  PDA  download  on  retailing 
.  smaller  com.  Increasing  Pocket  PC 
ire  has  prompted  Conduit's  recent 
Peacemaker  Pro.  an  expanded  ver- 
sers  to  zap  one  another 
vrmation. 


SoDeog  Technologies  recently  released 
SyncTalk,  which  enables  information  exchange 
among  the  above-mentioned  handhelds,  but 
all  devices  involved  must  have  SyncTalk  So, 
if  you  are  using  a  Palm  or  Visor,  you  must  rely 
on  the  Pocket  PC  user  with  whom  you  are 
trying  to  communicate  to  have  some  compat- 
ibility software. 

Even  with  this  technology  emerging,  some 
PDA  companies  still  are  producing  hardware 
without  infrared  ports.  Research  in  Motion's 
BlackBerry.  for  instance,  can't  beam  at  all. 

Soon  even  more  applications  will  make 
use  of  this  technology,  such  as  beaming  doc- 
uments to  a  foreign  printer,  but  for  now,  niche 
compan.t  ambling  to  ensure  the 

gadgets  that  carry  these  apps  are  under- 
standing one  another 
SCOTT  LAJOIE  AND  MICHAEL  BOLAND 


ECOutlook.com 


jr  business  information 


CONNECT  YOUR  BUSINESS  TO  EVERY  BUSINESS. 


No 


No  : 


No 


120  days  or 


Connect,  integrate  and  exchange 
information  with  everyone  —  suppliers, 
customers  and  digital  marketplaces  — 
whether  they  use  EDI,  ERP,  legacy 
systems  or  a  simple  Web  browser. 
Now  everyone  can  participate. 


ECOutlook.com  bridges  the  gap. 


Register  today  for  a  free  e-seminar  and  multi- 
media CD  at  www.ecoutlook.com/register21 
or  call  888-525-2490x21. 


ecoutlook.com 

the  intelligent  e-business  link. 
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Celebrity,  commitment 
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DNA  Separation  Goes  into  High  Gear 
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The  biggest  revolution 

in  apparel  manufacturing 

since  the  zipper. 


It  made  production  faster,  easier,  and  cheaper.  It  was 
hi-tech  and  easy  to  use.  And  it  took  30  years  to  be  accepted. 
Today,  Fasturn  offers  all  the  same  benefits  as  the  zipper.  But  if 
you  wait  even  30  days  to  put  it  to  work  for  you,  you  could  be 
at  a  competitive  disadvantage.  Only  Fasturn  offers  a  unique 
web-based  direct  sourcing  application  written  exclusively 
for  the  apparel  industry.  It  is  backed  by  a  world-wide 
network  of  experienced  apparel  professionals. 
Only  Fasturn  pre-qualifies  its  buyers 
^       and  suppliers.  And  Fasturn 

even  gives  you  the  option 
of  creating  a  Private  Digital 
Marketplace  comprised  of 
your  existing  customers 
and  suppliers  without  losing 
the  benefits  of  the  global 
network.  So  don't  let  the  new 
revolution  start  without  you. 
Contact  Fasturn  today. 


One  source  for  ail  your  sourcing. 

1-877-FASTURN  www.fasturn.com 


Warrant  for  Your 
(Cardiac)  Arrest 

A  UCLA  research  team  is  simulating 

the  complex  event  of  a  heart  attack 


COULD  A  COCKTAIL  of  chaos  theory  and  super- 
computer simulation  keep  your  heart  ticking?  With  today's 
computing  power,  perhaps  it  can. 

In  1997,  UCLA  Professor  Alan  Garfinkel  and  his  team,  in 
conjunction  with  scientists  at  nearby  Cedars  Sinai  Hospital, 
made  a  breakthrough  discovery.  Using  a  new  type  of  elec- 
trode grid  to  measure  heart  attacks,  they  discovered  that  the 
electrical  impulses  moving  through  the  heart  travel  in  pat- 
terns consistent  with  chaos  theory.  "It  was  a  new  concept  on 
how  to  analyze  the  data,"  says  Garfinkel. 

Back  then,  the  available 
computing  power  was  only 
enough  to  run  two- 
dimensional  simula- 
tions. But  in  1998  and 
1999,  a  new  gen- 
eration of  massively 
parallel  processing 
supercomputers 
came  on  the  scene. 
Now,  with  the  IBM 
SP2  supercomputers 
at  the  San  Diego 
Supercomputer  Center 
and  the  Maui  High  Per- 
formance Computing  Center, 
Garfinkel  has  constructed  sophis- 
ticated, three-dimensional  computer 
simulations  of  heart  attacks.  Even  with 
advanced  computing  technology,  simulating  3D  blocks  of 
complex  heart  muscle  tissue  accurately  is  no  small  task:  A 
single  second  of  simulated  time  took  about  15  hours  on  31 
processors — and  that  simulated  cube  is  only  one-seventh  of 
the  whole  heart. 

"We're  still  hampered  by  computer  power  and  cost,"  says 
Garfinkel,  who  plans  to  build  his  own  low-cost  supercom- 
puters, stringing  100  Pentium  lis  together  with  an  Ethernet 
connection.  The  setup  will  cost  only  $200,000  to  $300,000. 
i  have  to  be  a  technologist  these  days,  even  if  you  are  a 
researcher,"  he  says.) 

ikel  expects  that  scientists  learning  from  computer 
•s  will  be  able  to  make  drugs  that  alleviate  heart 
:ks   vithout  negative  side  effects. 

SALLY  McGRANE 

P    August  21,  2000 


Angels  in 

America 

Who's  Investing  in 
Life  Sciences  and  Why 


ALLAN  MAY 

FORMER 

Chairman  and 
CEO  of  Intella 
Interventional 
Systems,  a  cardiology  device 
company. 

WHAT:   Personally 
invested  $25,000  as  part  of  a 
$1.74  million  investment  in 
Genitope,  a  Redwood  City, 
California-based  biotech 
firm  that  is  speeding  up 
the  manufacture  of  a  drug 
therapy  used  to  treat  non- 
Hodgkin's  lymphoma. 
WHY:   Genitope  has  dis- 
covered a  process  to  man- 
ufacture large  quantities 
of  a  customized,  patient- 
specific  vaccine.  "There  have 
been  11  years  of  clinical  data 
on  this  therapy,"  says  May. 
"We  know  it's  effective." 
Final  testing  for  FDA 
approval  is  expected  in  the 
next  10  months. 

■■■■■I    ALFRED 
|       MANDEL 

■P  (■      ACTIVE 

^L    Silicon  Valley 
i"    ^i   entrepreneur 
and  a  former  Apple  Com- 
puter product  manager.  He 
cofounded  communications 
and  marketing  company 
Redgate  Communications, 
which  was  acquired 
by  AOL  in  1994. 
WHAT:   Participated 
in  a  $320,000  investment  in 
CancerFacts.com,  a  Seattle- 
based  company  providing 
online  personalized  treatment 
options  and  information  for 


people  with  prostate,  breast| 
and  other  cancers. 
WHY:   "Because  it's 
focused  specifically  to 
patients,  [CancerFacts]  can 
charge  for  this.  The  businesJ 
is  not  just  based  on  advertis| 
ing,"  says  Mandel. 

PAUL 
AUERBACH 

FORMER 

chief  of  emer- 
gency medicine 
at  Stanford,  former  COO  of 
two  health  care  businesses, 
partner  at  venture  capital 
firm  Delphi  Partners,  and 
life  sciences  adviser  to 
Garage.com. 

WHAT:   Participated  in 
a  $500,000  seed  round 
funding  of  Inpatient  Consul 
tants  Management,  a  North 
Hollywood,  California-base 
company  that  has  created 
a  mobile,  handheld  comput- 
ing device  that  links  "hos- 
pitalists" — physicians  who 
specialize  in  taking  care  of 
patients  in  hospitals  only — 
to  the  patients'  referring 
practitioners. 
WHY:  Hospitalists  are 
likely  to  be  the  future  of 
hospital  care.  IPC's  mobile 
computing  devices,  accord- 
ing to  Auerbach,  provide 
information  rapidly  to 
foster  doctor-to-doctor 
communication. 

MICHELLE  JEFFER 

Know  of  any  interesting 
angels?  Email  us  at 
angels@forbes.com. 


mn  the  tuxedos,  full  speed  ahead. 
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Iie  is  optional  but  a  300-horsepowerV-8  is  standard  in  the  world's  most  powerful  full-size  luxury  SUV.  There's  room  for  seven  in  three  rows  of  leather- 
ed seats.  And  up  to  8,900  pounds  towing  capacity.  Call  800-688-8898,  visit  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer. 


|  Lincoln  Navigator.  American  Luxury. 
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The  Jump  to 
Hyperscan 

Cyra's  S170K  gadget 
speeds  up  surveying 


WHEN  THE  MAKERS  of  Disney's  Dinosaur  film 
wanted  to  create  a  realistic  background  for  their  computer- 
generated  creatures,  they  turned  to  Oakland,  California-based 
Cyra  Technologies.  By  using  Cyra's  3D  laser  scanning  and 
modeling  system,  called  Cyrax,  special  effects  artists  were 
able  to  digitally  capture  various  mountainous  locations 
down  to  the  millimeter,  making  the  dinosaurs'  movements 
across  them  more  lifelike.  But  that  effort  was  more  of  a  nov- 
elty; Cyra's  true  business  presently  is  revolutionizing  the  engi- 
neering and  construction  industries. 

Introduced  in  1998,  the  Cyrax  system  uses  laser  radar  tech- 
nology and  software  to  scan  an  object  as  large  as  a  bridge  or  a 
rock  face  and  turn  it  into  a  3D  virtual  model  rapidly  (often 
within  minutes)  and  precisely  (with  an  accuracy  rate  of  2  to  6 
millimeters).  Traditional  survey  methods  would  take  days  to 
perform  such  a  task  and  capture  only  a  skeletal  image  of  the 
site,  compared  to  Cyrax's  complete  3D  representation. 

Founder  and  CEO  Ben  Kacyra  came  up  with  the  idea  for  the 
technology  in  the  mid-1980s  while  running  engineering  corpo- 
ration Cygna.  He  had  grown  increasingly  frustrated  with  his 
industry's  slow  and  inaccurate  surveying  methods,  which  often 
led  to  time-consuming  and  expensive  rework  jobs.  According 


■is.- 
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CYRA'S  LASER  RADAR  SYSTEM  CAN  SCAN  AN  OBJECT  AS  LARGE  AS  A  BRIDGE  IN  MINUTES. 

to  Cyra,  U.S.  companies  spend  an  average  of  $40  billion  a 
on  rework  jobs.  Cyra  claims  its  product  can  eliminate  up. 
50%  of  those  costs. 

Despite  the  system's  $170,000  price  tag,  Cyra  has  sold 
than  70  units.  Kacyra  says  revenues  are  doubling  every  year, 
by  2004  he  predicts  annual  sales  will  reach  $250  million  to  $J 
million.  He  also  has  plans  for  an  IPO  within  the  next  two  yeJ 

The  scanning  device  is  about  the  size  and  weight  of  a  c<l 
puter  monitor,  but  it's  getting  smaller  and  faster  every  versj 
By  the  end  of  this  year,  Cyra  will  introduce  a  new  model  at 
half  the  size  and  weight  of  the  present  one  and  twice  as 
\X  ithin  the  next  decade,  it  will  be  pocket-size,  the  compi 
claims,  which  Kacyra  believes  will  attract  a  mass  market! 
his  product.  "I  would  love  to  see  Cyra  be  the  first  companj 
bring  the  $9.99  3D  digital  camera  to  consumers,"  he  says. 

LEE  C.  PATTERS 


v^ellUlar  hUSIOn   Mergers  and  partnerships  shake  up  industry  positions 


THE  MULTIPLE  consolidations  of 
wireless  phone  service  providers  have 
resulted  in  three  new  national  competitors, 
two  of  which  have  been  able  to  vault  above 
the  old  leaders  with  newly  combined  cover- 


age areas  and  subscriber  bases.  AT&T  Wire- 
less Services  used  to  lead  the  market  with 
12.2  million  subscribers,  and  only  Sprint  PCS 
(more  than  6.5  million  subscribers)  and  Nextel 
Communications  (5  million  subscribers)  had 


the  ability  to  have  a  national  footprir 
"These  mergers  had  to  happen  for  others 
compete,"  says  Jim  Friedland,  senior  telecon 
services  analyst  for  Robertson  Stephens. 

MICHAEL  BOLANI 


Consolidations 

Closing  dates 

New 

subscriber 

base 

U.S. 

population 

availability 

Pros 

Cons 

Network 
feature 

Technology 

platform 

compatibility 

Bell  Atlantic  and  Vodafone 
AirTouch  partnership 
(Verizon  Wireless) 

4/4/00 

23  million 

Nearly  90% 

Will  grow  stronger  with 
the  completion  of  the  Bell 
Atlantic/GTE  merger  Covers 
96 of  top  100 US  wireless 
markets 

New  name  brings  marketing 
challenges  of  brand  aware- 
ness and  loyalty 

Nationwide  flat, 
single-rate  pric- 
ing plan. 

Compatible  code-division 
multiple  access  (CDMA) 
platforms 

SBC  Communications 
acquisition  of  Amar<tech 
and  merger  with  BellSouth 

10/08/99 
4/5/00 

(announcement 
date) 

16  2  million 

70% 

Acquisition  of  Amentech 
allowed  SBC  to  offer 
nationwide  wireless  service 
SBC/BellSouth  covers  40 
of  the  top  50  US  markets 

National  coverage  of  70% 
still  leaves  holes  Will 
initially  have  overlapping 
wireless  properties 

Increased 
number  of  plans 
to  choose  from 

Compatible  time-division 
multiple  access  (TDMA) 
and  global  system  for 
mobile  communications 
(GSM)  platforms. 

ViiceSueam  Wireless 

4  Omnipomt 
and  Aerial  Commun., 

2/25/00 

2  3  million 

75% 

Covers  23  of  the  top  25  US 
markets  Consolidation  of 
domestic  GSM  companies  has 
caught  the  eye  of  foreign  and 
domestic  investors  like  Japan's 
NTT  DoCoMo 

Does  not  cover  key  California 
and  Southeast  US  markets 
(rumors  abound  of  a 
Powertel  purchase) 

A  leader 
in  wireless 
Internet 
services 

Compatible  GSM 
platforms. 

■ 
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Or  does  it  cry  itself  to  sleep, 
hoping  someone  will  discover  it? 

Distribute  your  news,  features  and 
photos  to  niche  and  special  interest 
web  sites,  generating  an  easy 
revenue  stream  and  extending  your 
brand  to  audiences  you  wouldn't 
reach  otherwise.  Visit  our  web  site. 


OUR  SUBSCRIBERS: 

AmericaOnline,  InteliHealth,  Microsoft, 

MotherNature.com,  ProgressiveFarmer.com, 

and  hundreds  more. 


OUR  CONTENT  SOURCES: 

New  York  Times  Syndicate,  Red  Herring, 

Knight  Ridder/Tribune,  USAToday.com, 

Christian  Science  Monitor,  Salon.com,  New 

York  Post,  and  over  500  others. 


www.screamingmedia.com 


Authorization  Failed 

EBay's  trespassing  dispute  against 
Bidder's  Edge  is  sullied  by  favoritism 


EBAY  IS  IN  a  showdown  over  access  to 
its  competitive  Beanie  Baby  listings,  and  the  legal- 
ity of  comparison  shopping  aggregators  hangs  in 
the  balance.  But  eBay  is  not  unhappy  with  all 
auction  crawlers  —  only  Bidder's  Edge,  which 
refused  to  sign  a  licensing  agreement  with  the 
auction  giant. 

Since  June  8,  Bidder's  Edge  has  ceased  perform- 
ing unauthorized  automated  searches  of  eBay's 
site,  following  a  preliminary  injunction  that  upheld 
eBay's  December  1999  charges  of  trespassing  on  its 
server.  (Bidder's  Edge  has  been  granted  an  expe- 
dited appeal  of  the  injunction,  which  could  be 
overturned  by  late  summer.) 

The  trespassing  charge  is  a  front  to  the  real  issue: 

EBay  considers  un- 
licensed automated 
search  engines  dam- 
aging to  its  bus- 
iness, and  the 
awsuit  could 
be  a  bullying 
tactic.  "EBay 
is  using  its 
market 
power  to 
trv  to 
force  us 
to  change  our 
user  interface 
to  their  advan- 
tage," says  Bidder's 
Edge  President  and 
CEO  James  Carney.  The  two 
companies  were  unable  to  reach  a  licensing  agree- 
ment last  summer  because  of  disputes  over  search 
methods  and,  according  to  Carney,  the  display  of 
eBay's  listings.  EBay  has  signed  agreements  with  sev- 
eral other  aggregators,  including  Auction  Rover  and 
Price  Radar. 

EBaj   wants  to  control  the  distribution  of  its 

listing!     'EBay  dots  not  want  to  see  these  auction 

take  off.  They  could  threaten  eBay's 

>f  the  marketplace,"  comments  Jupiter 

m     lit  itions'  Mike  May.    The  lawsuit  goes 

March. 

KARINA  KINIK 

'    •>('      1,.,;..*'  21,   2000 


Beyond  the 
Balance  Sheet 


Nyfix  is  betting  it  all  on 
partner  commitments 


IMAGINE     A     COMPANY 

selectively  discounting  its  stock 
60%  to  defer  the  operating  costs 
of  a  subsidiary.  One  high  tech 
company  may  be  doing  just 
that — with  the  collaboration  of 
some  of  the  world's  largest  finan- 
cial institutions.  But  are  those 
partners  in  for  the  long  haul? 

Stamford,  Connecticut-based 
Nyfix  sells  electronic  systems 
over  which  brokers  trade  stocks, 
bonds,  and  other  securities.  Seeing 
the  chance  to  charge  commissions, 
Nyfix  hopes  to  link  these  existing 
networks  to  build  an  equity  trad- 
ing system  all  its  own. 

On  October  27,  1999,  Nyfix 
announced  the  creation  of  this 
network  as  a  subsidiary  called 
Millennium.  The  press  release 
touted  investments  in  Millennium 
by  limited  partners  Morgan  Stan- 
ley Dean  Witter,  Lehman  Broth- 
ers. IN(,  Barings,  Deutsche  Bank, 
Warburg  Dillon  Read,  and  Stanford 
C.  Bernstein  &c  Co.  (SG  Cowen 
was  added  to  the  joint  venture 
later.)  Their  endorsements  could 
mean  immense  trade  flow  for 
Millennium.  The  company's  stock 
shot  up  15%  in  a  week;  it  doubled 
in  four  months. 

Not  disclosed  in  the  press 
release,  however,  were  the  details 
of  the  transaction.  Each  company 
invested  $2  million  in  Millennium 
and  received  more  than  $5  million 
of  Nyfix  stock.  Did  Nyfix  just 
hand  out  shares  to  get  brokers' 
names  on  a  press  release?  "We 
call  it  a  roundtable  fee,"  says 
Nyfix  CEO  Peter  Hansen. 

Nyfix  took  only  a  50%  stake 


in  the  subsidiary,  while  the  other 
seven  joint  venture  partners  split 
the  difference.  Nyfix  structured 
the  division  to  defer  the  pain  of 
having  to  consolidate  the  opera- 
tions of  Nyfix  and  Millennium. 
Since  Nyfix  isn't  technically  a 
majority  shareholder  in  Millen- 
nium, it  can  hide  operating  losses 
of  up  to  $14  million  by  allocating 
them  to  the  joint  venture  partners 

But  those  losses  will  eventualh 
surface.  Nyfix  retains  the  right  to 
buy  back  60%  of  its  partners'  share 
in  Millennium,  thereby  regaining 
80%  ownership.  Hansen  says  the 
company  will  exercise  that  right 
when  Millennium  becomes  prof- 
itable: "We're  likely  to  do  it  right 
after  launch."  After  that,  it  will 
have  to  report  its  losses  from  the 
Millennium  investment  in  its 
income  statement.  Nyfix  had  onh 
recognized  losses  due  from  Mil- 
lennium on  its  balance  sheet  in 
the  company's  most  recent  10-K 

To  cover  that  loss,  Millenniun 
must  process  a  lot  of  trades.  The 
seven  industry  heavyweights  on 
board  should  fix  that  problem. 
But  are  the  limited  partners  com- 
mitted to  Millennium,  or  did  the) 
just  grab  a  no-risk,  high-profit 
gift?  Several  already  have  con- 
flicts. For  instance,  Morgan  Stan- 
ley has  partnered  with  Goldman 
Sachs,  Merrill  Lynch,  and  others 
in  a  joint  venture  called  Primex 
Trading,  potentially  a  direct  com- 
petitor to  Millennium.  When  the 
reckoning  comes  due,  who  will 
pay?  The  small  shareholders  who 
didn't  get  a  60%  discount  on  the 
purchase.  DAVID  RAYMON 
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SONY  DIGITAL  IMAGING 

Change  the  way  you  see  ihe  worid. 


Required  reading. 


I  >80O597*5959  for  your  free  Sony  Digital  Imaging  Guide. 

I'  things  can  be  overwhelming.  For  instance,  Crad  School  entrance  exams. 

ir  natety,  there  are  books  designed  to  help  make  them  easier.  That's  also 

Ilea  behind  the  Sony  Digital  Imaging  Guide.  It  makes  the  world  of 

||  i[  Imaging  products  easy  to  understand.  From  digital  cameras  to 

if  orders,  laptops  to  printers,  the  guide  explains  everything  about 

|  iring,  editing  and  instantly  sharing  your  life  —  so  you're  ready  to  share  the  celebration 

i  you're  accepted  to  the  school  of  your  choice.  You'll  even  get  a  personalized  recommendation  on  what's  best  for  you. 

i  oday  for  your  free  guide  and  let  Sony,  the  expert  in  Digital  Imaging,  change  the  way  you  see  the  world. 


i   Sony  Electronics,  Inc.  Reproduction  in  whole  or  in  part  without  written  permission  is  prohibited.  All  rights  reserved.  Sony  and  Change  the  way  you  see  the  world,  are  trademarks  of  Sony. 
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Out  of  the  Loop 

Frustrated  by  lack  of  professional 
connections.  African  Americans 

start  their  own  VC  firms 

IF     VENTURE     CAPITALISTS    hadn't  slammed  the 
door  in  :  ;hn  Barnes,  today  he 

could  be  heading  an  online  travel  company  able  to  duke  it  out 
with  Trj  .iia. 

Ins:,  -idem  and  CEO  of  Barnes  Law  Group 

S-month-old  incubator  :  5  $100 

million  to  seed  minority -owned  technology  businesses-  Barnes 
rounded  it  with  his  son,  Julian,  when — after  loc-     _ 

General 

ABC.  "ledia  Enter?  i  Presidential  Securities — 

handing  tor  his  Internet  venture.  Recendy, 

BLG  made  its  first  investment 

in  E-Surance  Group,  an  appli- 

Jer  and 

online  distribution  channel 

ife  insurance  and  annu- 

Bar  ^>  mentioning 

..ead 

end  with  VCs,  though  he's 

:e  enough  to  recognize 

:-.  -  — :.•  -   "T'-.ri  a  >  .1 .'.%  r-- 

dn't  fund  me."  he  - 


Julian  Barnes 

zz.za: :~  ~_~s 
University.  1932. 

University  of  North  Carolina  Law 

;:-:;    'rr: 

:;  rr    I;-:.-:;-  :--:  :::  :• 

:.:•  .er:.-e:  :: —-.■  ~yiz    ; 

partner  at  Barnes  Law  Group 

row  assoc  £.6  a:  Nmmbk 

Tanrenbaurn. 
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minorit  _.  to  cap  tal,  otters 

another  possible  ling 
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Anthony  Gee 
Age  34 


Education: 

"  Schtj 

:  -_z-  r  :• 
f-:  -.—e- fir 


J. P.    Morgan    or    Ch 
[investment    banks]    to   get 
money.  .  in  a  totally 

different  world — a  world  for 
which  he  hadn't  developed 
relationships." 

Being  out  of  the  VC  loop 
it  refrain  in  the 
commu- 
nity. If  finding  mone 
lation:   ner-  g    to   find 

money  |  is  the  hardest  part  of     O0  of  New  ¥ark  CWme. 
starring  an  Internet  company. 

it  is  more  so  for  African  Americans,  whose  professional 

(ten  don't  include  venture  capitalists.  Tired  of  search^ 

necnon.  e  making  their  own. 

Anthony  Gee.  cofounde:  a    Parma 

:e  equity  firm,  which  targets  minorities,  afi 

fail    _       _.:  funding  for  a  1996  Internet  venture.  Gee  and  th^ 

partner  Omar  Wasow — who  now  runs  BIackPtanet.com, 

most  visitec  American  community  site  on  the  Wet 

.  at  the  time  they  tried  to  launch  tr  en  tare,  as 

con  >  two  twenty  something  Internet  entrrrrened 

.       J  hope  to  bt  ct  of  the  Universitv  or  Massachusej 

computer  science  p 


ri  f 


CHine. 


Omar  Wasow 


nool| 
Business,  Gee  was  a  veter 

b  Barney.  The  Stanfo^ 
educated  Wasow  had  found 
New  York  Online  in  195 
ch  led  to  Net  .  r-.sultil 
_  _  -  .vith  clients  such 
Essence,  Consumer  Repo^ 
and  Thr  Sen-  Yorker. 


Nabbing  the  Napster  Factor 


•ThanKs  for  the  great  idea.  See  ya.' 
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NAPSTER    M*>    BE 

tegafcty  of  the  company's  uraque  mode),  other 
i'i~ -.":  j  : ::  ?a: '.  ;>;  '  %..::."f  = :  j:_  : 
utBdappkcatnn  model  msaiwar — arc  perhaps 
somewhat  more  lawful — ways  If  the  music 
industry  is  successful  in  shutting  down  Napster, 
the  brainchiid  of  founder  Shawn  Fanning  may 
be  remembered  not  for  its  swap  meet  of  Iyf3 

Steve  Juvetson  pir-  note  new  sub- 

;  "   -  ~~    :r  ■;-. 
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age.  and  processing  awaiabwty.  For  example. 

- 

f  :_-fi  =;-f  r-r  ?:-fi~  ::  :"f  -\'s  re 
network  isn  't  exploiting  to  capacity,  lb  make 

which  in  turn  wJ  offer  piecemeal  bandwidm 

a  :  :  =  :■  _:  ":    -a     .?;>    S_i'  ;  s  -=::: 
ffckm  says.  "BPs  see  our  technology  as  a  way 
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Palo  Afto.  Califorma^ased  Tacit  Knowl- 

that  qwetr*  rides  on  top  of  corporate  email 

; .  a       :-■;.:- 
parsing  and  key  word  analysis,  teams  which 

•  :  ":."    :::; ::  := « to 

a  customer's  mdustry.  the  T;-  can  | 
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2000  Bowstreet.com.  Inc.  Bowstreet  is  a  trademark  of  Bowstreet.com. 


Talk  about  a  shortcut.  Now  you  can  combine  XML  web  services  from 
companies  anywhere  on  earth  into  your  own  customized  business  web. 
Want  to  add  the  talents  of  a  dozen  other  firms?  Boom,  it's  done.  Suddenly, 
you're  selling  their  stuff.  They're  selling  your  stuff.  And  champagne  corks 
are  flying  everywhere.  Once,  it  took  ^^^ 

months  to  pull  off  partnerships  like        aAW 
these.  Now,  it'sjust  another  day  on  the       ^^^W    DOWStrGSt 
business  web.  www.bowstreet.com         ^^^ 


Out  Of  the  LOOP  (continued)  ©Work 


4  Gee  says  the  team  he  and  Wasow  had  put  together, 
which  included  Stanford  programmer  friends  and  New  York 
Online  alums,  was  made  up  of  the  best  and  brightest.  "There 
are  a  lot  of  reasons  that  go  into  why  companies  don't  get 
funded.  But  my  analysis  was  simply  that  there  need  to  be 
more  VCs  of  color,"  says  Gee. 

Adds  Wasow,  who  speaks  with  the  crisp  diction  befitting 
his  part-time  gig  as  an  MSNBC  Internet  analyst:  "It's  not  mal- 
ice. It's  just  a  lack  of  knowledge.  If  you're  doing  something 
that's  focused  around  an  ethnic  community,  VCs  who  aren't 
of  color  don't  get  the  power  of  those  social  bonds." 

This  growing  community  of  African  American  VCs  and 
angel  investors  also  is  taking  aim  at  markets  that  aren't  neces- 
sarily limited  by  ethnic  boundaries,  as  many  of  today's  most 
successful  black-owned  tech  companies  (such  as  NetNoir, 
BlackPlanet,  BET.com,  Black  Voices,  Urban  Box  Office,  and 
Digital  Music  Express  Interactive)  tend  to  be. 

dee's  venture  firm,  Carthage,  focuses  on  business-to- 
business  commerce  without  any  specific  ethnic  orientation, 
and  BLG  seeks  out  only  minority-owned  companies  that 
target  the  majority.  Their  models?  Network  Commerce, 
Covad,  and  Symantec,  all  publicly  traded  companies  led  by 
African  American  CEOs.  In  other  words,  like  all  ambitious 
VCs,  they're  aiming  to  build  market  leaders  and  won't  be 
content  with  anything  less. 

"We  want  companies  that  on  become  a  Hertz  or  an  Avis, 
not  a  Budget  or  a  Dollar,"  says  Julian  Barnes.  "We  don't  want 
a  company  whose  biggest  goal  is  to  be  third,  fourth,  or  fifth." 

Whether  this  new  breed  of  minority  VCs  is  successful 
depends,  of  course,  on  whether  their  picks  can  become  mar- 
ket leaders.  Barnes  and  his  colleagues  are  banking  on  it. 

COURTNEY  RUBIN 


JUST  IN  TIME  for  football  season  comes  every  couch 
potato's  dream:  a  beer-holding  chair  that  turns  your  television  into 
a  play-by-play-analyzing,  chat  room-chatting,  auction-bidding, 
pizza-ordering  companion. 

La-Z-Boy's  new  Explorer  "e-cliner,"  priced  from 

$1,049,  comes  with  WebTV  built  in.  There  are  no 

cords  to  tangle  with;  the  Sony  keyboard  built 

into  the  armrest  interacts  with  a  server 

atop  your  TV  via  an  infrared  beam. 

You  can  simultaneously  watch  the 

game  and  surf  the  Net,  arguing  the 

ref's  call  in  a  football  chat  room,  bid- 

vCB  ^  ding  on  eBay  for  footba"  memora- 

bilia,  and  checking  stats  on  NFL.com. 

And  when  you  get  hungry,  you  can 

order  a  pizza  online  to  be  delivered 

to  your  house.  TERRY  NAGEL 


With  a  Scent 
Scientist 


'It's  a  brash  young  burgundy  with  a  hint  of  Myst.'j 


YOU     ARE    racing  your 
virtual  Formula  One  car 
down  a  pixelated  track  on 
your  computer  screen  when 
suddenly  you  smell  burning 
rubber. 

It's  not  your 
imagination.  A 
small  peripheral 
under  your  moni- 
tor is  spitting  out 
the  acrid  scent 
of  smoked  Fire- 
stones.  Closely 
held  TriSenx,  a 
small  startup  in 
Savannah,  Geor- 
gia, is  trying  to 
bring  to  market  yet  another 
peripheral  device  for  PC 
users:  the  world's  first 
machine  to  render  smell  — 
and  eventually  taste — simu- 
lations over  the  Internet.  The 
company's  CTO,  Roy 
Schrum,  doesn't  just  govern 
technology  development;  he 
gives  new  meaning  to  the 
phrase  "sticking  one's  nose 
in  other  people's  business." 

"Mine  is  one  of  the 
first  tongues  and  noses  to 
deal  with  things  around 
here,"  Schrum  says. 
"Believe  me,  some  of  the 
tastes  and  smells  are  not 
\  crv  pleasant.  Others  are  so 
realistic  I  don't  want  to 
know  how  real  they  may  be. 
Many  have  real  extract  in 
them.  I  am  allergic  to  straw- 
berries— one  of  our  most 
popular  tastes — so  I  avoid 


tasting  them.  At  the  mome| 
we  are  using  strawberry  arj 
cappuccino  in  the  demo 
model.  It  is  right  on. 
"We  now  have  two 


p^^ 


m 


TRISENX  CTO  ROY  SCHRUM  SELLS  SWELL  SMELLS. 


ucts.  One  of  the  boxes  hasl 
single  preloaded  scent.  TheJ 
other  one  mixes  and  mater 
scents  and  looks  like  your  ' 
typical  desktop  printer.  Thj 
oretically,  you  could  enabld 
your  own  personal  Web  sit 
with  scents,  and  anybody 
with  our  machine  will  be 
able  to  smell  or  taste  whatl 
you  have  on  your  site.  We 
expect  people  to  experienc^ 
taste  via  an  edible  wafer. 

"The  biggest  applicatioi| 
are  in  the  games  sector  anc 
in  e-commerce.  It  can  be 
used  in  education,  too.  For 
example,  a  child  can  see  ar 
smell  an  apple.  Some  peopl 
don't  believe  we  can  do  su<j 
things.  Others  think  it's  the 
most  fascinating  thing  in 
world  and  want  a  machine] 
as  soon  as  it  comes  out.' 

MICHAEL  BOCIURI 
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able  at: 


t.com 
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ibe.com 


e-centives  [E-*sen-tivs]  n.  Special  online  offers  and  digital 
coupons  tailored  to  consumers'  unique  shopping  interests 
— ready  to  redeem  when  they're  ready  to  shop. 


V 


. 


ODAY.com 


gy.com 


puterShopper.com 


■ 


Jack 

(Sam's  fiance) 


►  No  two  consumers  are  looking  for  the 
same  thing,  but  some  of  today's  smartest 
companies  are  using  the  Internet  to  give  them 
exactly  'what  they  want' — with  e-centives7' 

e-centives  enable  merchants  to  reach  across 
the  Web  to  the  right  audience  at  the  right  time 
with  special  offers  targeted  to  consumers' 
unique  shopping  interests — while  consumers' 
shopping  profiles  are  safeguarded  for  privacy, 
e-centives  provide  a  seamless  user  experience 
designed  to  motivate  consumers  through  the 
purchase  process  by  automatically  recognizing, 
authenticating,  and  applying  the  redemption 
of  their  special  offers  to  their  purchases. 


With  this  unparalleled  technology  and  access 
to  our  unique  network  of  top  portals,  content 
and  community  sites,  merchants  are  able  to: 

•  acquire  new  customers; 

•  increase  sales;  and 

•  build  customer  loyalty. 

To  realize  the  promise  of  true  'one-to-one' 
marketing,  visit  www.e-centives.com/corp 
or  call  1 .877.ECENTIVES. 


e-centives 


what  you  want 


www.e-centives.com/corp 


©1999-2000  e-centives.  Inc.  Alt  rights  reserved.  All  other  brand  names  mentioned  are  registered  trademarks  of  their  respective  holders. 


Your  portal  has  been  in  development  for  month 
TODAY,  someone  told  you  that  integrating  the 
content  for  your  portal  is  a  separate  matter. 


jVlOLlSiy^  time  is  not  on  your  side.  Your 
il  is  due  up  and  now  you  face  a  laundry  list  of 
lenges.  You  require  content  from  multiple  sources 
are  incompatible  with  one  another,  including  old 
cy  systems  and  "homegrown"  applications  that 
t  work  with  current  Internet  technologies. 

[    COlirSC,    writin 
om   code   is   an   option 

not   a   practical   one. 
,  as   if  that  weren't 
lgh,  you  have  to  deal 
people    who    are 
tonal    and    worried 

if  they  let  you  tap 

their   database,    you 

cause  technical  damage 
ompromise  security. 


and  new  data  sources  together  and  overcoming  their 
inherent  incompatibility.  And  you'll  have  the  ability 
to  use  real-time  data  in  your  portal's  applications, 
without  affecting  the  performance  of  the 
actual  systems. 

In  addition,  your 

colleagues  will  feel  secure  entrusting 
you    with    their    information 
because  their  data  sources 
will  stay  within  their  control. 


aditional  fixes 


i  as  data  warehouses,  aren't  an  option  —  they're  not 
-time,  plus  they're  too  costly  and  time-consuming. 

Lit    don't   WOrry.    You  can  handle  it. 

h  Enterworks®.  The  Enterworks®  Suite  enables 

to  create  a  single  virtual  source  for  all  the  data 

's  needed  for  your  enterprise  portal,  bringing  old 


_T  1US,  the  Enterworks® 

Suite  makes  life  easier 

for  the  people  developing 

applications  for  your  portal. 

All  the  data  appears  as  a  single 

integrated  database  so  they  can  quickly 

design  and  roll  out  new  applications. 

To  find  out  more,  download  a 

FREE  copy  of  The  Universal  Integration  Framework 
for  E-Business  at  www.enterworks.coin/1046.htiiil. 
Or  call  1-888-242-8356  xl046.  i 
And  tell  them  to  bring  it  on. 
With  the  Enterworks®  Suite, 
you're  indestructible. 


Enterworks 


POWERING     PORTALS     AND     E-MARKETPLACES 

1-888-242-8356  x1046    www.enterworks.com/1046.html 
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ISE  STUDY  |  OXFORD  HEALTH  PLANS  J 


MO,  HEAL  THYSELF— 


-STARTING  WITH  THY  COMPUTERS 


Information  systems  almost  brought  down 
Oxford  Health  Plans.  Now  they're 

the  company's  biggest  asset     by  Phaedra  Hise 


rHREE  years  ago,  Oxford  Health  Plans  signed 
up  its  2-millionth  member.  It  was  a  number 
I  that  few  health  maintenance  organizations 
I  ever  reached,  and  it  seemed  to  be  the  perfect 
i  to  a  long  run  of  explosive  growth  for  Oxford 
ring  which  the  Trumbull,  Connecticut-based 
npany  won  rare  good  reviews  from  members 
J  even  doctors.  In  an  industry  that  has  long  been 
with  disappointments  and  tensions,  Oxford 
ame  a  much-watched  company  that  seemed  to 
y  gravity  and  hold  out  hope  that  the  health  care 
urance  industry  had  room  for  both  satisfied  cus- 
ners  and  profits. 

Then,  suddenly,  gravity  seemed  bent  on  making 
for  lost  time.  A  growing  number  of  doctors  and 
spirals  began  to  grumble  that  Oxford  was  fall- 
behind  on  its  reimbursements  to  them.  Pressed 
regulators,  Oxford  insisted  that  the  late  pay- 
nts  were  due  merely  to  glitches  with  its  corn- 
ier systems.  But  as  the  payment  delays  stretched 
,  the  computer  excuse  seemed  an  increasingly 
le  one,  and  soon  Oxford  was  being  publicly 
ided  as  a  grossly  mismanaged  company  that 
lply  wasn't  generating  the  cash  it  needed  to 
/er  its  payables.  "Insurer  in  Agony:  Behind  the 
eding  at  Oxford,"  blared  a  New  York  Times 
idline.  The  stock  price  slipped  from  a  high  of 
A  to  below  14'/  by  the  end  of  1997,  and  it  would 
ntually  sink  as  low  as  6. 

Oxford  hasn't  been  in  the  news  much  since 
;n,  leaving  the  impression  that  the  company 
nains  mired  in  difficulties.  But,  in  fact,  Oxford 
turned  things  around,  restoring  itself  to  prof- 
bility,  resuming  its  growth,  and  regaining  the 
odwill  of  members  and  providers.  Even  more 
-prising  is  that  it  now  appears  as  though  the 
mpany  had  it  right  three  years  ago  when  it 
ered  its  explanation  of  its  late-payment  woes: 
e  operation  had  been  an  otherwise  basically 
md  one  that  was  derailed  by  a  computer  melt- 
wn.  For  that  reason,  Oxford's  rise,  fall,  and 
lewal  present  a  striking  illustration  of  how  eas- 
even  a  high-flying  business  can  be  brought  to  its 
ees  by  computer  ills,  as  well  as  an  example  of 
s  sort  of  aggressive  measures  it  takes  to  recover. 

ORD  CEO  NORM  PAYSON,  RIGHT,  CAME  ON  BOARD  IN  1998  TO  FIX  THE 
«'S  COMPUTER  WOES.  "WE  WERE  GOING  ON  INSTINCT,"  HE  SAYS. 


Oxford  was  founded  in  1984  by  Steve  Wiggins, 
who  as  CEO  mapped  out  a  strategy  of  enticing 
employers  and  doctors  to  sign  up  by  setting  new 
standards  of  service  and  health  care  choices  among 
HMOs.  In  addition  to  offering  HMO  and  preferred- 
provider  options,  for  example,  Oxford  also  became 
the  first  HMO  to  cover  members  for  care  received 
from  non-plan  providers.  By   1995.    1   million 


an... 
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members  had  signed  up  in  New  York, 
New  Jersey,  and  Connecticut,  and  even 
doctors  were  praising  the  company  for 
its  relatively  low-hassle  claims  processing. 
The  next  year,  Oxford  expanded  into 
the  Chicago  market,  picked  up  another 
half-million  members,  and  swelled  to 
S3  billion  in  revenue.  A  1997  incursion 
into  Florida  brought  membership  to  the 
1  million  mark. 

But  trouble  was  brewing  at  the  com- 
pany's back  end.  The  problem:  Software 
designed  for  the  health  care  insurance 
industry  wasn't  prepared  to  match  the 
sort  of  growth  Oxford  was  experienc- 
ing, according  to  Mark  Anderson,  an 
analyst  with  the  Stamford,  Connecticut- 
based  Meta  Group.  "Most  HMOs  have 


ware  one  chunk  at  a  time. 
The  first  chunk  was  a  new 
accounts  payable  system 
that  was  patched  into  the 
original  claims-processing 
system  in  1996.  But  the  patch 
didn't  hold  up  under  the 
exploding  volume,  so  when  the  old  sys- 
tem sent  claims  to  the  new  system  for 
payment,  member  identification  num- 
bers weren't  recognized,  benefits  listings 
were  lost,  and  authorization  codes  didn't 
match.  The  errors  resulted  in  tens  of 
thousands  of  claims  being  kicked  out  of 
the  system,  to  be  fixed  by  hand.  The 
hardware  was  stretched  to  its  capacity  as 
well,  and  computer  managers,  too 
pressed  to  develop  a  comprehensive 


Trouble  was  brewing 
at  Oxford's  back  end.  The 
problem:  Software  designee 
for  the  health  care  insurance 
industry  wasn't  prepared  to| 
match  explosive  growth. 


COMPUTER  CHAOS:  WHEN  BILL  KONTGIS.  ABOVE.  WAS  HIRED  TO  UPDATE  OXFORDS  SYSTEMS  CENTER.  UNLABELED  EQUIP- 
MENT WAS  STREWN  ABOUT  HAPHAZARDLY.  "THE  OLD  TEAM. ..JUST  SAT  COMPUTERS  DOWN  AND  PLUGGED  THEM  IN."  HE  SAYS. 


older  legacy   systems  that  aren't  as 

tphisticated  as  they  need."  hu   s.i\v. 

en  you're  over  a  million  members, 

list  aren't  too  many  systems  out 

■  that  can  handle  the  complex 

t  to  cope  with  the  processing 

>(  its  mushrooming  c    -Mmer 

^et  out  to  upgradi    ts  soft- 


upgrade  plan,  tacked  on  new  compo- 
nents without  labeling  them.  Break- 
downs became  increasingly  frequent. 
The  managers  warned  Oxford  execu- 
tives that  the  systems  were  buckling, 
but  everyone  was  too  focused  on  the 
company's  growth  to  pay  the  warnings 
enough  heed,  according  to  Robert  Booz, 


former  chief  operating  officer  at  OxJ] 
and  now  an  HMO  consultant  with 
Consulting  Group. 

By  the  beginning  of  1997,  the  bacll 
of  claims  to  doctors  had  grown  to  $1 
million.  The  software  was  by  ther 
fouled  up  that  Oxford  couldn't  even  | 
erate  a  list  of  how  much  it  owed  wl 
doctors,  and  since  when.  "The  gro| 
was  a  nightmare,''  says  Booz.  "Being  i 
ket-facing  and  responsive  is  wonde 
for  attracting  members,"  he  says,  1 
it's  difficult  to  have  the  systems  beH 
it  to  be  flexible  enough  to  handle! 
products  and  regulatory  requiremen| 

The  problems  rippled  out  thrc 
the  business.  One  key  indicator  oj 
HMO's  financial  health  is  its  "mec 
loss  ratio" — the  ratio  of  its  claims 
outs  to  its  premiums,  expressed  as  a  I 
centage  —  with  the  industry  averaJ 
about  85 °o.  With  administrative  c| 
eating  another  12%  to  13 °o.  that  lej 
a  gross  profit  margin  of  2°o  to  3' 
best.  But  without  the  ability  to  gene 
claims  reports,  and  staggering  und| 
mountain  of  extra  paperwork,  0> 
employees  couldn't  identify  claims 
weren't  covered  by  the  members'  pl| 
or  use  claim  data  to  negotiate  lc 
payout  rates  with  providers.  As  a  rel 
the  company  had  to  treat  almost  all] 
claims  as  payable  in  full,  and  its  me 
loss  ratio  crept  toward  100°o  —  a  nj 
tive  gross-profit  margin. 

In  199",  New  York  state  insurd 
regulators  stepped  in.  In  July,  the  stl 
attornev  general  forced  Oxford  tof 
9%  annual  interest  on  undisputed  eld 
more  than  30  days  old.  And  six  mol 
later,  the  state's  insurance  agency  isa 
a  report  slamming  Oxford  for  delal 
payments  to  doctors.  It  subseque| 
fined  the  company  S3  million 
ordered  it  to  pay  $500,000  in  r^ 
tution  to  customers  and  health  care  : 
viders.  A  tew  months  later,  a  grou| 
doctors  took  their  payment  demanc 
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court.  Falling  further  behind  by  the  day, 
Oxford  seemed  cooked. 

But  where  most  investors  saw  an 
unmitigated  disaster,  Texas  Pacific 
Group  saw  an  opportunity.  An  invest- 
ment firm  with  expertise  in  turn- 
arounds, TPG  was  instrumental  in 
bringing  Continental  Airlines  back  from 
the  dead.  In  early  1998,  TPG  partner 
Jonathan  Coslet  brought  an  investment 
ream  to  talk  to  Oxford  CF.O  Wiggins. 
Coslet  was  stunned  at  the  depth  of  the 
company's  data-cluelessness.  "The  situ- 
ation was  more  dire  than  anyone 
thought,"  he  says.  But  what  computers 
had  ruined,  computers  could  fix,  fig- 
ured Coslet.  Two  weeks  later,  TPG  had 
worked  out  a  $700  million  debt/equity 


Payson  recognized  that 
Oxford  had  a  golden  asset  in 
its  strong  relationship  with 
its  vast  member  base.  But  he 
also  saw  there  was  no  way  to 
bring  the  computer  systems 
up  to  speed  quickly  enough 
to  deal  with  the  variety  of  claims  being 
generated  by  that  many  people.  One 
way  to  start  attacking  the  problem 
would  be  to  have  fewer  people  generat- 
ing claims.  As  it  happens,  that  is  exactly 
what  Oxford  did:  cut  the  membership 
rolls  to  the  point  where  the  company 
could  handle  the  flow  of  claims  manu- 
al!). Without  hard  information  to  guide 
him,  Payson  couldn't  be  surgical  about 
the  cuts  —  so  he  simply  hacked  off  the 


Oxford  has  boosted  its  bottom 
line  by  attacking  administratis 
costs  —  not  by  pressuring 
physicians  into  reducing  the  lev« 
of  medical  care  for  members, 
like  other  HMOs. 


CODING  CRUNCH:  CIO  ART  GONZALEZ  WORKED  12-HOUR  DAYS  TO  BUILD  OXFORD'S  POWERFUL  NEW  DATABASE,  ARMED  WITH  MORE 
THAN  30  APPLICATIONS  FOR  TRACKING  PAYMENTS.  FINANCIAL  DATA,  AND  CUSTOMER  SERVICE. 


deal  to  keep  Oxford  afloat.  The  deal 

also  called  tor  replacing  Wiggins  with 

Norm  Payson,  the  founder  of  Health- 

ce,  a  1.1  million-member  HMO  that 

had  been  sold  to  Cigna  the  year  before. 
>n  put  up  $15  million  of  his  own 

mono  io  seal  the  deal. 

■  bos   ASAP     August  2  I.   Jr 


Chicago,  Florida,  and  Philadelphia  mar- 
kets, as  well  as  all  Medicaid  coverage. 
"We  were  going  on  instinct,"  Payson 
s.i\s.  "We  made  hard  decisions  with 
imperfect  data." 

The  next  step,  obviously,  was  to 
rebuild   Oxford's  computer  systems. 


Payson 's  effort  wouldn't  merely  resto 
the  systems  to  industry  standards;  h| 
would  end  up  raising  the  bar  on  ho 
computers  could  contribute  to  Oxford 
bottom  line. 

The  health  care  insurance  industrl 
has  remained  fairly  low  tech.  Althoug; 
many  back-end  functions  are  compute: 
ized,  most  health  insurance  companii 
carry  heavy  labor  costs  for  the  peop 
who  open  envelopes,  enter  bills  into  tl 
computer  system,  check  to  make  su 
members  are  covered,  make  sure  pren 
gotiated  payment  limits  aren't  bein 
exceeded,  and  ascertain  that  no  doubl 
billing  is  taking  place.  What's  more,  tl 
error  costs  of  these  manual  procedun 
are  high.  HMOs'  greatest  shot  at  mal 
ing  a  profit  lies  with  reducing  thes 
labor  costs,  which  the  industry  me; 
sures  as  an  "administrative  loss  ratio, 
or  its  administrative  costs  divided  b 
premiums,  expressed  as  a  percentage 
Administrative   loss   for  the  industr 
averaged  around  15%  in  1997. 

One  way  to  dramatically  slash  th 
administrative  loss  would  be  to  com 
puterize  claims  processing.  An  e-claii 
costs  less  than  50  cents  to  process,  vs.  th 
more  than  $5  it  costs  to  handle  a  pape 
claim.  But  HMOs  have  had  an  extreme! 
difficult  time  getting  physicians'  office 
to  go  through  the  effort  needed  t 
submit  computerized  claims  in  a  forr 
acceptable  to  their  systems  —  despit 
federal  legislation  mandating  that  insur 
ers'  forms  be  standardized  to  make  i 
easier  for  doctors.  Payson  believed  h 
could  convince  doctors  to  make  th 
switch,  though,  if  the  process  were  sim 
pie  enough  and  if  Oxford  rewarded  th 
doctors  for  taking  the  trouble  by  reduc 
ing  claims  holdups. 

However,  nothing  was  going  to  hap 
pen  until  Oxford  got  its  computer  opera 
tions  back  on  track.  The  responsibilit 
for  hardware  and  systems  application 
fell  to  Bill  Kontgis,  who  came  on  board  : 


The  idea  of  working  in  an  office  has  just  become  antiquated.  Now  that  Alcatel  has  delivered 
the  full  potential  of  voice-data  convergence,  ideas  such  as  single-line  Internet  access  to  e-mail, 
voicemail,  fax,  and  PBX  services;  a  single  number  that  reaches  you  wherever  you  are;  and 
complete  teleworker  integration  are  changing  the  way  people  get  their  work  done.  As  well  as 
where  they  get  it  done.  Alcatel.  Pioneer  in  enterprise  network  convergence.  www.OmniPCX.com/ads 
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few  months  after  Payson.  Kontgis  reca 
surveying  Oxford's  massive  inforr 
tion  systems  center  for  the  first  tir 
Processors  were  arranged  haphazard 
across  the  floor,  floor  panels  were  rippi 
up,  and  disks  and  other  componen 
were  scattered  about.  There  was 
documentation.  "We  found  machines 
there  that  we  didn't  even  know  what  the 
did,"  he  says.  "The  old  team  didn't  pa 
much  attention  to  how  the  system  w 
structured.  They  just  sat  computers  dow 
and  plugged  them  in." 

After  several  months  of  plannin 
during  which  the  old  systems  kef 
chugging  away  as  best  they  coul 
Kontgis  finally  shut  down  the  enti 
operation  for  two  days  for  a  comple 
restructuring.  From  a  command  cent 
on  one  side  of  the  building,  he  sent  o 
a  crew  bearing  walkie-talkies  and  lab 
makers  to  catalog  each  machine  befo 
disconnecting  it  and  then  reconnectii 
it  according  to  the  new  scheme.  A  row  i 
blue  letters  was  stenciled  high  along  oi 
wall,  as  well  as  a  row  of  numbers 
the  wall  ad|acent  and  at  right  angles 
the  first  one,  making  up  a  map-style  gr 
system  that  provided  each  location 
the  floor — and  the  machine  on  it — \ 
a  unique  "address."  If  a  compor 
showed  signs  oi  faltering,  a  monitoni 
system  would  alert  the  matntenanfl 
crew  to  hardware  problems,  allowing 
quicker  response.  The  systems  also  we 
set  up  with  remote  monitoring  devic 
that  alerted  manufacturer  service  techni 
cians,  some  of  whom  would  show  up ; 
troubleshoot  machines  before  Oxfoi 
knew  there  was  a  problem.  System  uptin 
rose  from  78%  to  99%.  Today  the  sy 
terns  center  hums  tranquilly,  and  not 
wire  is  out  of  place. 

Meanwhile,  Art  Gonzalez,  now  CI< 
spent  six  months  overseeing  the  develo 
ment  of  a  powerful  new  database  svstei 
He  and  a  dozen  staff  members  work 
12-hour  days  throwing  together  >cret 
mock-ups  to  show  to  management,  tht 
quickly  coded  the  back-end  function 
Some  applications,  such  as  one  th 
tracks  correspondence,  were  churnt 
out  in  a  few  dense  weeks.  Other  fun 
tions  in  the  31 -application  package  kx 
months  or  years  to  develop,  and  son 
are  still  being  developed  now. 

S   stems  for  tracking  tinancials  wet 


orn 


D  rational  by  July  1998.  These  allow 
I  ry  manager  to  scan  daily  financial 
i  claims  reports  by  location,  provider, 
n  nber,  date,  procedure  code,  or  a  list 
d  >ther  variables,  and  compare  them  to 
t  company  goals.  A  second  module 
a  ed  in  early  1999  tracks  and  analyzes 

Iromer  service.  Now  armed  with  killer 
a,  Payson  was  able  to  increase  premi- 
s  and  negotiate  new  contracts  with 
r  viders  that  lowered  the  limits  on  pro- 
c  ure  payments.  By  the  end  of  the  year. 
t    company  had  reduced  its  employee 

1  nt  from  7,000  to  5,000.  raised  earn- 
i:  i  per  share  to  S3. 26  (from  a  loss  of 

2  cents  in  1998),  and  cut  its  medical 
I  .  ratio  to  81.8%.  And  despite  all  the 
i  ,'stment,  Oxford's  costs  held  steady, 
e  n  while  industry  average  costs  had 
r  n  by  6%  over  the  past  year.  "He  got  a 
I  on  costs,  and  all  that  flowed  to  the 
b  torn  line,"  says  TPG's  Coslet.  who  sits 
c  Oxford's  board. 

More  than  half  of  Oxford's  provider 
I  ms  now  arrive  electronically;  paper 
I  ms  are  scanned  and  stored  as  images. 
1  .tors  can  also  check  patient  eligibility 
£  J  track  claims,  and  members  can 
i  late  their  addresses  and  primary  care 
f  sicians  on  the  Web.  The  automated 
I  ms  processing  has  enabled  Oxford 
t  iverage  an  eight-day  turnaround  on 
f  >cessing  of  precleared  claims.  That  is 
t  )  days  less  than  the  industry  average. 

it  rate  should  go  lower  if  the  com- 
i  ly  meets  its  goal  of  having  80%  of  its 
c  ims  handled  electronically  by  the  end 
( next  year. 

In  fact,  the  once  seriously  data- 
c  illenged  HMO  has  come  back  from  the 
1  nk  of  ruin  to  become  one  of  the  indus- 
t  leaders  in  automation,  says  analyst 
I  derson.  "What  Oxford  did  a  year  ago, 
<'  the  other  plans  are  looking  at  doing 
t  s  year,"  he  says.  Particularly  impor- 
i  t,  he  adds,  is  the  fact  that  Oxford  has 
I  osted  its  bottom  line  by  attacking 
.  ninistrative  costs,  claims  errors,  and 
i  lecessarily  high  charges — not  by  try- 
i  to  pressure  doctors  into  reducing  the 
I  el  of  medical  care  that  people  receive, 
i  do  most  other  HMOs.  ■ 

J  aedra  Hise  is  a  freelance  writer  spe- 
i  lizing  in  business  and  technology.  She 
i  dso  the  author  of  301  Great  Ideas  for 
'  mg  Technology. 
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fter  more  than  150  years 


of  tireless  service  in  tele- 


communications, the  electron  is 


getting  the  boot.  Suddenly  everyone  wants  this 


resilient  little  particle  out  of  their  lives.  These  days, 


light  is  king,  and  the  new  kingdom — still  very  much 
in  the  making — is  the  all-optical  network,  a  land 


of  waving  fields  of  bandwidth  and  bountiful  riches. 
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THE  LIGHT  YEARS 


The  old  kingdom,  of  course,  is  our  current  communications 
network,  which  is  partly  optical  (mostly  in  the  fiber-optic 
cables  running  across  countries  and  beneath  oceans)  and 
partly  electrical  (the  switches  and  routers  that  send  the  light 
and  the  data  it  holds  to  a  specific  destination).  It's  a  clunky 
hybrid,  neither  fast  nor  efficient.  More  important,  it  is  unable 
to  keep  up  with  our  insatiable  demand  for  bandwidth.  Internet 
traffic  alone  has  been  growing  tenfold  a  year,  a  staggering 
thousandfold  jump  in  bandwidth  demand  every  three  years. 

Hence  the  sudden  and  even  frantic  push  for  all-optical  net- 
works. Those  who  succeed  in  developing  such  a  network  will 
reap  enormous  riches  and  define  the  technologies  that  will 
carry  our  voices,  video,  music,  and  Web  sites  for  at  least  the 
first  half  of  the  21st  century. 

On  one  side  are  the  huge  equipment  makers,  such  as 
Lucent,  Nortel,  and  Cisco,  battling  it  out  to  supply  every  com- 
ponent the  network  needs  (see  "The  Race  for  Fiberspace,"  page 
65).  On  the  other  side  are  a  slew  of  smaller  outfits  working  on 
a  single  problem,  such  as  how  to  build  the  first  all-optical 
switch  (see  "The  New  Luminary,"  page  83). 

And  optics,  it  turns  out,  doesn't  just  impact  what  takes 
place  in  those  fiber-optic  cables  running  across  continents  and 
ocean  floors.  A  few  companies  are  also  engaged  in  an  emerg- 
ing field  called  wireless  optics,  which  sends  data  via  light  and 
lasers  from  building  to  building  through  the  air  (see  "Not  Just 
Smoke  and  Minors,"  page  99). 

But  the  biggest  impact  of  optics  may  not  be  on  the  network 
but  on  the  PC.  For  the  first  time  ever,  Forbes  ASAP  and  the 
award-winning  design  firm  Frogdesign  have  teamed  up  to  design 
the  computer  of  2010,  a  device  that  will  rely  heavily  on  cutting- 
edge  light  technology  (see  "Introducing  the  Computer  of  2010," 
page  87).  In  a  decade,  we  believe,  you  will  walk  (or  perhaps 
beam  your  image)  to  your  local  computer  store  and  buy  an  opto- 
electronic device  that  has  the  power  of  toda\  's  supercomputers. 

It  all  comes  down  to  beautiful,  colorful  light  —  the  same 
light  that  made  life  on  Farth  possible,  and  that  has  played 
such  a  major  role  in  painting  .md  philosophy,  not  to  mention 
astronomy  and  quantum  electrodynamics.  Fight,  as  Timothy 
Ferris  writes  (see  "Switching  the  Light  Fantastic,"  page  62), 
has  lost  none  of  its  old  magic.  Full  of  luminosity  and  mystery, 
it  still  shows  us  where  we  need  to  go. 

STEPHEN  P.  PIZZO  AND  ERIC  W.  PFEIFFER 


Why  Light  Is  Good: 

•  It's  Lite.  Light  has  almost  no  mass.  In  fact,  it  may  have  | 
mass,  depending  on  whom  you  listen  to. 

•  It's  Fast.  Light  travels — well — at  the  speed  of  light, 
you're  trying  to  build  a  fast  computer,  you  can't  do  bett 
than  enlist  the  help  of  the  fastest  thing  in  the  universe. 

•  It's  Colorful.  Unlike  electrons,  photons  can  be  had  in ; 
infinite  variety  of  useful  colors,  each  of  which  can  carry  i 
own  data  stream. 


Why  Electrons  Are  Bad: 

•Too  Tiny.  Before  too  long,  a  typical  feature  on  a  micr 
processor  will  measure  0.1  microns  wide — micron  beiil 
short  for  micrometer,  one-millionth  of  a  meter 
1 /270,000th  of  an  inch).  That  means  new  processes  of  ma 
ing  chips,  such  as  X  ray  lithography,  are  becoming  compl 
and  expensive.  Plus,  smaller  features  are  closer  togeth 
which  speeds  up  circuitry  but  also  makes  the  chip 
hotter  as  electrons  bang  along  their  walls  and  create 
sorts  of  weird  neighborhood  effects. 

•Too  Hot.  Electronics  has  three  canonical  enemies — heal 
size,  and  weight — but  heat  is  by  far  the  worst.  ElectroJ 
moving  in  wire  scuff  against  the  inside  of  the  wire  ail 
make  heat.  This  is  unavoidable — at  least  at  room  tempaj 
ature,  and  it  is  too  costly  to  maintain  at  cryogenic  temp/ 
atures.  Most  of  today's  microprocessors  have  "hot  spoq 
where  electrons  have  to  go  around  corners. 

•Too  Pricey.  At  a  billion  bucks  a  pop,  today's  chip  fabric 
tion  plants  can  still  be  cost-effective  because  what  thj 
produce  has  such  high  margins.  But  if,  in  the  near  futurf 
lithography  can  no  longer  employ  visible  light,  if  silicon  fal 
rication  needs  vacuum  instead  of  air  (and  a  few  more  "ifsl 
then  the  figure  of  $200  billion  per  plant  has  been  serious^ 
mentioned.  This  is  so  much  money  that  it's  not  clear  such 
plant  would  be  worth  building.  kip  CROSE 


Catching  the  Wavelength 

Light  in  the  optical  network  travels  in  the  upper  end  of  infrared  because  it 
can  be  generated  easily  by  lasers,  and  it  tends  to  linger  around  longer 
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ptics  :  The  Light  Years  I 

.  r  J 


C  L.       i 


THROUGHOUT   HISTORY, 

LIGHT   HAS   ALWAYS   TAKEN 

CENTER   STAGE 


BY  TIMOTHY  FERRIS 


ILLUSTRATION  BY  JEFF  BRICE 


Saj 

Light  is  so  important  to  human  thought  and  perception  tha 
an  entire  history  of  science  —  or  of  poetry,  painting,  o 
philosophy—  could  be  written  around  it. 

Such  a  history  might  begin  with  the  ancient  Egyptians,  who  wot 
shiped  the  sun  and  aligned  their  pyramids  to  the  stars,  or  with  Plato 
allegory  of  the  cave,  in  which  a  man  long  chained  in  a  gloomy  cavern  i 
suddenly  "freed  from  his  fetters,"  compelled  to  stand  and  lift  his  eyes  t' 
the  light,  and  because  of  all  the  dazzle  and  glitter  is  "unable  to  discen 
the  objects  whose  shadows  he  formerly  saw." 

It  would  recount  how  Isaac  Newton,  whose  Principia  incited  th 
intellectual  revolution  known  as  the  Enlightenment,  said,  when  asked  t 
explain  how  he  managed  his  great  feats  of  concentration,  "I  keep  th 
subject  constantly  before  me,  and  wait  till  the  first  dawnings  opei 
slowly,  by  little  and  little,  into  a  fully  and  clear  light." 

Arriving  at  the  20th  century,  our  history  of  light  would  includ 
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le  triumph  of  quantum  electrodynamics,  which  depicts  light 
I  composed  of  photons,  indivisible  units  (quanta)  of  electro- 
|ignetic  energy — a  theory  that  has  made  the  most  accurate 
edictions  ever  attained — and  recount  the  remarkable  career 

Albert  Einstein,  who  at  the  age  of  16  wondered  what  one 
)uld  see  if  one  could  ride  on  a  light  beam.  These  musings 
•re  fruit  in  his  realization  that  nothing  can  be  accelerated  to 
e  velocity  of  light,  and  in  his  famous  equation  E=mc2,  which 
xapsulates  the  astonishing  fact  that  matter  is  frozen  energy, 
ghr,  Einstein  realized,  is  not  just  something  that  happens  in 
lace,  time,  and  matter  but  is  interwoven  with  all  these  aspects 
|  the  universe.  In  that  sense,  there  is  light  in  everything,  as 
>ets  and  painters  have  long  been  saying. 

Yet  even  this  vast  history,  though  it  traced  everything  from 
tronomy  (Edwin  Hubble's  discovery  that  starlight  is  being 
rried  away  by  an  ever-expanding  universe)  to  etymology 
le  word  light  comes  from  "bright,"  a  synonym  for  "intelli- 
nt")  to  theology  (in  the  Christian  heaven,  the  angels  of  light 
e  ranked  second  only  to  the  angels  of  love),  would  leave 
any  questions  unanswered.  For  all  that  has  been  learned, 
;ht  remains  mysterious.  Nor  are  the  remaining  questions 
ere  philosophical  puzzlers  of  the  "What  is  it?"  variety, 
ither,  they  are  deep  and  disturbing,  as  paradoxical  and 
•nee  as  potentially  profitable  as  the  one  that  perplexed  the 
>ung  Einstein  a  century  ago. 


The  most  troubling  of  these  is  quantum  weirdness. 
According  to  quantum  physics,  light  can  be  both  a  wave  and 
a  particle,  yet  common  sense  tells  us  this  can't  be.  Particles 
and  waves  behave  in  mutually  contradictory  ways.  Ocean 
waves,  for  instance,  interfere  with  one  another,  making  bigger 
waves  where  peaks  intersect  but  canceling  each  other  out 
where  peaks  hit  valleys.  But  intersecting  shotgun  pellets  (par- 
ticles of  sorts),  though  they  may  occasionally  collide,  produce 
no  such  interference  patterns.  Light,  in  violation  of  common 
sense,  can  be  both:  Treat  it  like  a  particle,  and  it  behaves  like 
a  particle;  treat  it  like  a  wave,  and  it  makes  waves.  Its  wave 
and  particle  natures  are  "superposed." 

Recently  a  team  of  scientists  led  by  Nicolas  Gisin  split  a  light 
beam  in  two,  at  a  facility  near  the  Geneva  train  station,  and  sent 
the  resulting  twin  beams  over  fiber-optic  cables  to  detectors 
located  more  than  10  kilometers  apart — one  in  Bellevue,  near 
Lake  Geneva,  and  the  other  in  Bernex,  to  the  southwest.  Gisin 
confirmed  that  fiddling  with  one  side — obliging  the  photons 
over  there  to  abandon  their  superposed  state  and  declare  them- 
selves to  be  polarized  in  this  or  that  direction — instantly  deter- 
mines the  state  of  their  sibling  photons  10  kilometers  away,  even 
though  there  was  not  enough  time  for  a  signal,  moving  at  the 
velocity  of  light,  to  get  from  one  side  to  the  other.  The  photons 
didn't  know  in  advance  whether  they  were  this  way  or  that,  but 
the  system  as  a  whole  knew  that  if  one  were  one  way,  its    ^100 
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NORTEL, 


LUCENT... 

Who's  Going 

to  Own  the 
All-Optical  Network? 


icture  yourself  running  a  small  tech- 
nology startup,  which  you  have  head- 
quartered in  a  rural  community  to  keep 
costs  down.  Your  product  is  anything 
but  sexy — it's  a  bland-looking  optical 
network  switching  box.  The  product  has   begun  to 
attract  customers,  and  with  luck  you  hope  to  gross  $10 
million  this  year.  Then  the  phone  rings.  The  world's  biggest 
company  wants  to  buy  your  little  company — for  $7  billion. 
About  now  you  figure  the  alarm  clock  will  wake  you  up  to 
the  grim  realities  of  another  day  of  scraping  by. 

But  this  was  no  dream.  It  happened  to  Carl  Russo  and  his  small 
Petaluma,  California-based  company,  Cerent,  acquired  last  August 
by  Cisco  Systems. 

Unusual?  Not  these  days.  Hardly  a  month  goes  by  that  a  Cerent-like  story 
doesn't  surface  as  Cisco  Systems,  Lucent  Technologies,  and  Nortel  vie  for  the 
leadership  position  in  what  is  nothing  less  than  the  Holy  Grail  of  the 
telecommunications  industry:  the  all-optical  network.  Much  of  the  exist- 
ing worldwide  network  remains  a  cobbled  conglomeration  of  new  fiber- 
optic lines  mixed  in  with  older  telephone-age  technologies.  This  hybrid 
electrical/optical  network  is  expensive  and  inefficient  and  eventually  will 
be  brought  to  its  knees  by  the  explosive  growth  of  21st-century  Internet 
and  multimedia  traffic. 

For  those  who  can  manage  to  deliver  a  cheaper,  more  efficient  all-optical 
system,  one  that  could  well  provide  almost  limitless  bandwidth,  the 
payoff  could  be  huge,  perhaps  as  great  as  $1  trillion  in  the  next  20  years. 
So  it's  no  wonder  that  Cisco,  Lucent,  and  Nortel,  as  well  as  a  bevy  of  inde- 
pendent wildcatters,  have  all  established  their  own  optical  networking  Man- 
hattan Projects.  It's  also  no  wonder  that  almost  daily  they  seem  to  proclaim 
another  major  "breakthrough"  that  makes  them  the  "undisputed  world  champion" 
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than  10  IPOs.  Source:  CommScan  EquiDesk  'Trademark  application  pending 
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The  one  constant  in  this 
year's  volatile  currents  - 
our  IPO  aftermarket  performanc 
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How  do  we  stay  ahead? 

First,  by  associating  ourselves  with  true  visionar 
in  their  respective  industries. 

Second,  by  carefully  balancing  equity  placement 
among  institutional  and  retail  clients. 

Third,  by  investing  heavily  in  aftermarket  suppor 
clear,  compelling  research  reports,  a  dynamic, 
dedicated  sales  force,  and  a  market-making  mai 
that  performs  smoothly  to  create  liquidity. 

In  short,  we're  focused  on  clients'  long-term 
performance  -  another  reason  Deutsche  Bank  is 
leading  to  results. 
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fa  he  optical  arena.  But  when  the  hyperbole  and  corporate 
liare  stripped  away,  a  much  more  complicated  and  murky 
j  ure  emerges.  The  all-optical  network  will,  someday,  be  a 
llity — but  what  that  will  look  like  remains  unknown.  No 
r  tter  how  much  they'd  like  to,  none  of  the  Big  Three  offers 
i  end-to-end,  all-optical  solution. 

The  race,  then,  has  really  just  begun,  and  even  normally 
<  spoken  and  opinionated  telecom  analysts  shift  nervously 
t  m  foot  to  foot  when  asked  which  of  the  Big  Three  is  on  the 

ining  track.  Granted,  it's  a  hard  call,  made  all  the  more 

ficult  by  this  complicated,  fast-moving  industry. 

:,  even  at  this  early  stage,  it  is  possible  to 

idicap  each  of  the  Big  Three  and  make  a 

/  educated  guesses  on  who's  ahead,  who's 

lind,  and  who  ultimately  may  be  the 

iner.  To  do  that,  however,  we  first  need 

understand  a  little  about  how  the  net- 

>rk  is  broken  up  and  what  turf  each  of 

s  Big  Three  claims  as  its  own. 

Analysts  like  to  divide  the  network 

tween  its  core  (or  "backbone")  and  its 

ge.  Think  of  the  network  core  as  those  long 
;tance  stretches  from  country  to  country  or  city 

city.  This  part  of  the  network  is  currently  the  clos- 

:  to  being  all-optical,  using  lasers  and  optical  fiber  to  send 

ta  at  the  speed  of  light.  The  network  core  uses  a  technology 
lied  dense  wave  division  multiplexing  (DWDM),  which  sends 
.  enormous  number  of  unrelated  signals  of  light  down  the 
me  fiber,  each  identified  by  a  unique  color  or  wavelength, 
icent  and  Nortel  hold  dominant  market  shares  in  this  part 

the  network,  a  legacy  of  their  telephony  roots.  Cisco, 


GLOSSARY  OF  TERMS 


jre  of  the  network:  Often  called  the  backbone,  this  is  the  long-distance 

art  of  the  network. 

Jelaminators ':  Generally  small  companies  that,  unlike  the  Big  Three, 

■e  working  for  an  open  architecture  in  the  all-optical  network.  Such  an 

rchitecture  would  let  the  delaminators  sell  their  niche  technologies,  as 

pposed  to  a  full  suite  of  products. 

WDM:  Dense  wave  division  multiplexing  is  an  optical  technology  used  to 

icrease  bandwidth  over  existing  fiber-optic  backbones.  DWDM  works  by 

ending  numerous,  unrelated  light  signals  down  the  same  fiber,  each  iden- 

fied  by  a  unique  color  or  wavelength. 

dge  of  the  network:  This  is  the  local  part  of  the  network,  where  light  must 

e  switched  and  routed  to  its  correct  destination. 

iber  optics:  Hair-thin  fibers  typically  made  of  glass  that  light  and 

ata  travel  down.  These  fibers  replace  the  copper  wires  employed  in  elec- 

onic  networks. 

ast-mile  problem:  The  inability  of  businesses  and  consumers  to  access 

jper  fast  fiber-optic  cables  at  their  offices  and  homes  because  of  the 

igh  cost  of  building  such  a  network. 

ptoelectronic:  The  blending  of  photonics  and  electronics — photons  for 

ansmitting  data  and  electrons  for  switching.  This  hybrid  system  is  how 

ur  current  communications  network  operates.  In  the  future,  our  PCs  also 

'ill  be  optoelectronic. 


meanwhile,  has  watched  its  share  of  the  long-haul  transport 
market  shrink  to  just  10%. 

At  its  core — no  pun  intended — the  battle  between  Nortel 
and  Lucent  is  a  battle  over  bandwidth  one-upmanship.  Nortel 
was  first,  with  a  10-gigabit-per-second  transport  backbone  (a 
giga  is  a  billion)  and  is  now  testing  and  marketing  an 
upgraded  40-gigabit-per-second  system.  At  that  bit  rate, 
90,000  volumes  of  an  encyclopedia  could  be  transmitted 
in  just  one  second.  Lucent  now  has  10-gigabit-per-second 
systems,  but  since  it  missed  the  boat  on  the  upgrade, 
the  company  is  trying  to  leapfrog  Nortel  with  an 
80-gigabit-per-second  system  due  this  summer 
or  early  fall.  By  late  2001  or  early  2002, 
both  players  will  be  pushing  to  be  the  first  to 
deploy  a  6.4-terabit  (trillion  bit)  system. 

Why  all  this  bandwidth  braggadocio? 
Because  demand  (and  for  the  Big  Three  that 
means  juicy  revenue)  is  likely  to  keep  up 
with  supply.  "The  total  bandwidth  in  the 
W      entire  network — voice,  video,  data,  every- 
thing on  a  global  basis — in  the  next  four  years 
will  need  to  grow  from  100  to  200  times  its  cur- 
rent total  capacity,"  says  Don  Smith,  head  of  optical 
networks  at  Nortel.  "What  intrigues  me  is  that  what's 
there  today  is  only  1%  of  what  will  be  required  by  then." 

Because  it  wasn't  the  first  to  market  with  the  current  stan- 
dard (10  gigabits  per  second),  Lucent  has  come  under  consid- 
erable criticism  for  its  failure  to  seize  the  optical  networking 
issue  soon  enough — and,  when  compared  to  Nortel,  it  is  con- 
sidered the  underdog  by  many  analysts. 

"I  won't  lie  to  you.  The  company  is  all  too  aware  of  this," 
says  Harry  Bosco,  president  of  Lucent's  Optical  Networking 
Group.  "We  were  behind  the  eight  ball  when  it  came  to  10- 
gigabit  systems.  But  now  we  feel  we  are  leading  in  DWDM 
systems  and  have  a  full  family  of  products." 

Where  does  this  leave  Cisco?  Owning  "the  edge,"  the 
other  part  of  the  network.  If  the  core  is  the  long-distance  part 
of  the  network,  the  edge  is  the  local  part,  where  light  (and  the 
data  it  carries)  must  be  switched  and  routed  to  its  destination. 
No  one  knows  the  network's  edges  better  than  Cisco.  After 
all,  Cisco  has  become  one  of  America's  most  successful  firms, 
thanks  to  a  single  product:  the  router,  which,  as  its  name 
implies,  routes  data  to  their  correct  destination.  Without 
Cisco's  routers  there  would  be  no  Internet.  Cisco's  dominance 
in  the  router  market  has  been  compared  to  Microsoft's  domi- 
nance of  PC  operating  systems. 

At  the  edge  of  the  network  is  where  the  real  bloody  com- 
petition is  taking  place  among  the  Big  Three.  It  is  also  where 
the  real  challenges  and  growth  opportunities  lie  for  building 
this  all-optical  network.  Currently,  when  light  (or  photons,  to 
be  precise),  travels  down  the  network  core  and  reaches  a 
switching  or  routing  point,  it  must  be  converted  into  electrons 
to  sort  out  the  destination  information.  Then  it  is  converted 
back  into  photons  and  sent  on  its  way  again.  This  not  only 
slows  the  network  down  but  also  requires  costly  equipment. 

That  is  why  Lucent,  Cisco,  and  Nortel  are  all  working  to 
solve  the  same  two  basic  problems:  Find  ways  to  replace  all 
the  old  electrical  switches  in  the  network  core  with  optical 
switches  and  create  optical  routers  and  move  them  to  the  very 
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NECX's  Global  Electronics  Exchange  gives  300,000 
registered  users  access  to  $30  billion  of  inventory. 

With  more  than  $1/2  billion  in  annual  trading 
volume,  "dot.com"  is  only  part  of  the  story. 


This  is  where  it  all  comes  together,  one  of  the  world's 
largest,  fastest  growing  —  and  most  liquid  —  centralized 
markets  for  electronic  components,  computer  products  and 
networking  equipment. 

The  Global  Electronics  Exchange  unites  the  market  making 
power  of  NECX.com  with  VerticalNet's  popular  Advanced 
Technologies  and  Communications  Communities.  The  result 
is  an  innovative  "bricks  and  clicks"  digital  marketplace.  A 
unique  CqBfcination  of  content,  communities  and  commerce 
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In  real  time,  more  than  300,000  purchasing,  engineering 
and  management  professionals  from  1 29  countries  can 
share  knowledge  and  conduct  anonymous  transactions. 
Hundreds  of  industry-sawy  traders  provide  advice  and 
assistance.  And  everything's  supported  by  extensive  back 
office,  quality  assurance,  fulfillment  and  logistical  capabilities, 
plus  a  worldwide,  world-class  IT  infrastructure. 

Want  a  firsthand  look  at  the  trading  hub  for  the  electronics 
business?  You'll  find  it  at  NECX. corn's  Global  Electronics 
Exchange.  Call  800-922-6327,  orvisitwww.necx.com. 


www.necx.com 


NEC) 
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Iges  of  the  network — as  close  to  the  desktop  as  possible. 

Because  Cisco  understands  the  edge  of  the  network,  this 
ould  be  a  natural  place  for  the  company  to  excel,  as  the 
love  is  made  to  all-optics.  But,  of  course,  Lucent  and  Nortel 
re  not  going  to  sit  back  and  watch  this  happen. 

"If  you  own  the  edge,  you  want  to  gobble  up  the  core," 
lys  Lucent's  Harry  Bosco.  "On  the  other  hand,  if 
du  already  own  the  core,  what  you  want  next 

to  gobble  up  the  edge.  We  want  to  drive 
hotons  all  the  way  to  the  edges  of  the 
stwork." 

Apparently,  Lucent  is  achieving  its 
Dal.  It  and  Cisco  outpace  Nortel  at  the 
stwork's  edge.  Each  holds  36%  of  the 
Ige  switch/router  market,  compared  to 
fortel's  14%. 

What  Nortel  has  going  for  it  is  a  recent 
sal  with  Juniper  Networks  that  should  give 
a  stronger  position  in  the  network  router 
?ace.  It  also  has  a  marketing  machine  that 
:ems  unstoppable.  "In  the  North  American  market, 
hich  accounts  for  75%  of  the  overall  market,  Nortel  is 
utmarketing  Lucent  in  a  very  big  way,"  says  Dana  Cooperson, 
irector  of  optical  networking  for  RHK,  a  leading  telecommu- 
ications  analysis  firm. 

LUGGING  THE  HOLES 

l  an  effort  to  leapfrog  one  another  in  optical  networking 
:chnologies  and  to  fill  the  many  gaps  in  their  product  lines, 
le  Big  Three  have  been  on  a  buying  spree.  How  each  han- 
les  these  critical  acquisitions  will  also  greatly  determine  who 
'ins  and  who  loses. 


So  far,  Lucent  has  dropped  the  biggest  single  bundle, 
spending  $24  billion  last  July  for  Ascend  Communications, 
a  producer  of  networking  software  and  equipment.  Later 
that  year,  Lucent  spent  another  $1.7  billion  on  Excel 
Switching,  which  produced  programmable  switches.  In  all, 
Lucent  invested  $26.9  billion  in  1999  to  acquire  network- 
ing technologies. 

Nortel,  by  comparison,  has  been  downright 
tightfisted,  spending  only  $7.98  billion  on 
optical  networking  companies  last  year.  Its 
largest  acquisition,  at  $3.25  billion,  was 
A       Qtera,  which  specializes  in  10-gigabit 
optical  systems.  This  May,  Nortel  also  ac- 
quired Xros  (see  "The  New  Luminary," 
page  83)  for  $3.25  billion,  which  pro- 
duces cutting-edge  optical  switches. 

In  the  past  18  months,  Cisco  has  spent 
nearly  $11  billion  on  optical  networking 
acquisitions,  including  that  $7  billion  Cerent 
deal  last  August.  Cisco  also  acquired  Italian- 
owned  Pirelli  Optical  Systems,  a  leader  in  both 
optical  components  and  optical  systems  for  service 
providers,  for  $2.15  billion.  Cisco  also  spent  $500  million  on 
Monterey  Networks,  which  produces  optical  switches  for 
network  cores. 

Cisco  is  famous  for  its  uncanny,  almost  magical  ability  to 
assimilate  an  acquired  company's  culture  and  products  and 
meld  them  into  its  own.  In  this  competitive  acquisition  game, 
one  would  expect  Cisco  to  outshine  Nortel  and  Lucent,  and 
it  has.  Analysts  believe  Cisco's  acquisition  of  Cerent  was  a 
masterstroke.  Cerent's  switch,  now  integrated  into  Cisco's 
product  line,  stands  at  the  boundary  of  the  core  and  edge  of 


t  HIGH-FIBER  SUPPLEMENT 
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plrfies  light 


line  a  flashlight  into  a  translucent  lake  at  night 
id  notice  what  happens.  The  light  goes  only  so 
r  before  it  disappears.  Now,  imagine  if  that 
|ht  were  carrying  information,  like  video  or 
lund.  All  that  would  be  lost,  and  that's  exactly 
e  problem  faced  bythose  building  optical  net- 
orks.  Even  locked  in  secure  fiber-optic  cables, 
strand  of  light  will,  after  a  few  hundred  miles, 
igin  to  fade  away.  Hence  the  need  for  an  eco- 
imical  way  to  keepa  light  signal  strong  over 
ng  distances. 

Enter  erbium,  a  rare  earth  element  that 
nplifies  light  the  way  the  knob  on  your  stereo 
imps  up  volume.  Directing  a  laser  of  light  into 
bium  excites  the  element,  which  then  releases 
lergy  that  strengthens  the  signal. 

Discovered  in  Sweden  in  the  mid-1800s, 
bium  is  a  soft,  dark  silvery  metal  in  its  elemen- 
I  state.  Most  of  the  erbium  used  for  fiber  optics 


is  now  mined  in  Russia  and  China,  countries 
that,  for  unknown  reasons,  have  very  pure 
erbium  deposits.  Still,  erbium  must  be  purified 
further  before  it  can  be  used  in  fiber  optics,  and 
that  isn't  easy. 

"It's  difficult  to  purify,  because  it's  chemi- 
cally very  similar  to  the  other  rare  earth  ele- 
ments, which  are  hard  to  separate  from  one 
another,"  says  David  DiGiovanni,  Lucent  Tech- 
nologies' director  of  optical  fiber  research. 

Once  it's  refined,  how  do  companies  such  as 
JDS  Uniphase,  Corning,  and  Lucent  get  erbium 
into  glass  fibers?  They  either  soak  porous  glass 
fiber  in  a  liquid  containing  erbium  salt  and  then 
fuse  the  two  with  heat,  or  they  combine  the 
vapors  of  erbium  and  aluminum  compounds,  and 
then  mix  the  gas  with  the  glass. 

So  why  erbium  over  other  elements?  "Differ- 
ent elements,  when  inserted  into  glass  fibers, 


amplify  light  at  varying  wavelengths,  and  you 
ideally  want  one  that  amplifies  in  a  range  where 
optic  fiber  is  operating  at  its  best,"  says  Fred 
Leonberger,  JDS'  chief  technology  officer.  "Opti- 
cal fiber  has  a  fair  amount  of  optical  loss  at  vari- 
ous wavelengths.  The  least  loss  occurs  in  the 
infrared,  in  the  1,550-nanometer  range.  That's 
where  the  fiber  is  most  transparent,  and  that's 
exactly  where  erbium  amplifies,  from  1,530  to 
1,610  nanometers." 

In  the  1960s,  physicist  Elias  Snitzer  was  the 
first  to  discover  that  erbium  could  be  inserted 
into  glass  and  used  to  amplify  a  laser  beam.  But 
it  took  years  for  scientists  to  figure  out  how  to 
apply  this  knowledge  to  the  telecommunications 
industry.  In  fact,  it  wasn't  until  1986  that  a  team 
of  researchers  at  the  University  of  Southampton 
in  England  patented  the  process,  giving  fiber- 
optics  the  boost  it  needed.        SUSAN  KARLIN 
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network  and  is  able  to  handle  data  flowing  both  from 
,er  telephony  technologies  as  well  as  from  newer  optical 
ltiplexing  systems. 
Of  all  the  acquisitions  to  date,  Cisco  appears  to  be  seeing 

first  real  bang  for  its  buck.  According  to  RHK  optical  net- 
rking  analyst  Brian  Van  Steen,  the  Cerent  product  line  is 
eady  generating  close  to  $250  million  a  quarter,  or  a  run 
e  of  a  billion  dollars  a  year,  for  Cisco. 

■  DELAMINATORS 

;n  as  they  focus  on  one  another,  the  Big  Three  may  be  fac- 
.  a  growing  risk  from  aggressive  niche  players  whose  busi- 
;s  plans  hinge  on  cherry-picking  the  most  profitable  pieces 
the  optical  network  market  for  themselves.  A  handful  of 
se  small  companies  has  already  been  snapped  up  by  one  of 
Big  Three,  and  others  will  follow.  But  most  will  go  on  to 
npete  with  the  trio  for  a  piece  of  the  next-generation 
work  pie. 

"This    new    network    will    generate 
:redible    amount    of    wealth    and    wi 
driven  by  a  new  set  of  companies  that 
il  zoom  right  by  the  old,  established 
yers,"  predicts  Paul  Johnson  of  Robert- 
1  Stephens  who  is  coauthor  of  The 
villa  Game,  an  investor's  guide  to  pick- 
;  winners  in  high  technology. 
But  for  now,  Lucent  is  trumpeting  its 
cro-electro-mechanical  systems  (MEMS 
deal  core  switch,  which  uses  tiny  mirrors  to 
itch  light  in  the  core  network,  potentially  elimi- 
:ing  electrical  switches.  Even  if  MEMS  prove  to  be 
'.  breakthrough  claimed,  Lucent  hardly  has  the  corner  on 
•IMS  technology.  When  Nortel  snapped  up  CoreTek  and 
os,  both  companies  also  had  working  MEMS  technologies. 
In  addition,  independent  MEMS  switch  producers,  such  as 
1  Jose,  California-based  JDS  Uniphase,  will  gladly  fill  the 
npetitive  void  left  by  CoreTek  and  Xros.  And,  it  is  good  to 
;p  in  mind,  MEMS  are  not  the  only  solution  to  optical 
itching.  Other  companies  have  developed  and  are  hoping 
market  similar  solutions,  using  liquid  crystals,  micro- 
bbles,  tunable  lasers,  and  thermo-optical  switches. 
"We  call  these  niche  players  'delaminators,' "  says  Mercer 
alyst  Bill  Bane.  "They  see  an  end-to-end  vertical  network 
ing  sliced  into  horizontal  layers.  The  delaminators  say, 
>rget  global  solutions  [like  those  offered  by  Lucent,  Nortel, 
d  Cisco].  I  can  come  in,  put  just  a 
:ce  of  the  network  in  place,  resolve 
>articular  problem,  and  get  rich.' " 
Such  an  "open  systems  environment" 
>uld  allow  customers  to  pick  and 
x>se  pieces  of  their  network  based  on 
ce  and  performance,  snapping  them 
;ether  like  so  many  Lego  blocks.  If 
he  players  are  able  to  provide  piece- 
•al  end-to-end  solutions  that  work 
r,ether  and  are  just  as  reliable  and  less 
jensive  than  those  of  the  global  play- 
,  Bane  says,  they  could  chip  away  at 
:  big  players'  bottom  lines. 


The  very  nature  of  an  all-optical  network  built  on  a  single 
standard  makes  the  global  players  vulnerable  to  those  cherry- 
picking  niche  players.  And  it  was  nailing  down  just  such  a 
single  standard  that  brought  these  niche  players  together  at 
the  dawn  of  the  new  year.  In  January,  nearly  100  would-be 
delaminators  formally  banded  together  to  establish  a  com- 
mon signaling  standard  for  an  all-optical  network.  Dubbed 
"optical  domain  service  interconnect"  (ODSI),  it  would  allow 
small  vendors  to  produce  different  types  of  hardware  and 
software  that  would  all  coexist  in  a  single  open  network. 

If  ODSI  (see  "The  Niche  Players,"  page  73)  is  adopted  and 
accepted  in  the  marketplace,  it  could  spell  big  trouble  for 
those  whose  business  model  relies  on  providing  complete  end- 
to-end  solutions — which  might  explain  why  you  get  answers 
like  this  when  you  ask  one  of  the  Big  Three  about  ODSI: 

"ODSI  is  a  marketing  ploy  by  niche  players,"  says  Anil 
Khatod,  president  of  Nortel's  Internet  Business  Solu- 
tions. "We  don't  see  ODSI  as  a  reliable,  standard- 
setting  solution.  This  is  all  about  end-to-end 
solutions You   don't   build   reliable   net- 
works by  niching." 

Nevertheless,  the  list  of  ODSI  participants 
is  impressive.  (Xros  was  a  member  before 
being  gobbled  up  by  Nortel.)  If  the  ODSI 
standard  gains  a  foothold  in  the  market- 
place, and  Nortel  and  Lucent  customers  begin 
insisting  that  the  ODSI  standard  be  integrated 
into  their  systems,  then  the  global  players  will 
have  no  choice  but  to  comply.  And  that  will  open 
the  guts  of  their  networks  to  a  host  of  small  competi- 
tors that  will  likely  charge  less  for  their  services. 

HANDICAPPING  THE  PLAYERS 

While  those  we  spoke  to  at  Lucent,  Nortel,  and  Cisco  were, 
not  surprisingly,  bullish  on  their  own  company's  prospects  in 
the  all-optical  networking  market,  independent  analysts  were 
more  realistic  in  their  assessments. 

Besides  doing  an  excellent  job  of  articulating  and  imple- 
menting its  vision  in  North  America,  Nortel,  according  to 
RHK's  Cooperson,  is  also  in  a  "good  position  to  snap  up 
other  companies  if  it  feels  it  is  behind  in  a  particular  piece  of 
optical  technology." 

Dr.  Simon  Cao,  senior  vice  president  of  product  develop- 
ment at  Avanex — which  produces  photonic  processors  — 
is  considered  by  many  to  be  the  godfather  of  the  optical 


THE  BIG  3  AT  A  GLANCE 

Company 

Employees 

Revenues 

Market  Cap 

Year  Founded 

Lucent  Technologies 

153,000 

$38.3  billion 

$176.6  billion 

1996* 

Murray  Hill.  N.J. 

Cisco  Systems 

21.000 

$12.1  billion 

$454.8  billion 

1986 

San  Jose,  Calif. 

Nortel  Networks 

76,712 

$22.2  billion 

$208.4  billion 

1895" 

Brampton,  Ontario,  Canada 

"Lucent  was  spun  off  in  1996  from  AT&T,  which  was  founded  in  1885  as  American  Telephone 
"Nortel  Networks  was  founded  in  1895  as  Northern  Electric  and  Manufacturing  Co. 

and  Telegraph. 
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wavelength  multiplexing  technology  that  started  all  this.  Cao 
ays  he  is  placing  his  bets  on  Cisco  "at  least  in  the  long  run. 
lisco  is  the  dark  horse  in  this  race,  I  guess.  But  as  the  optical 
ctworking  market  matures  into  an  access  network,  it  plays 
ight  into  Cisco's  area,  which  is  routers,  and  that  is  a  much 
igger  market  than  the  long-haul  market." 

Alex  Cena,  telecommunications  analyst  for  Salomon  Smith 
•arney,  says  Cisco  is  one  of  the  core  holdings  in  the  SSB  tele- 
om  group.  In  an  April  2000  report  for  global  telecommunica- 
ons  investors,  Cena  pointed  out  that  Cisco  also  has  been  far 
lore  successful  than  Lucent  or  Nortel  in  retaining  key  talent 
fter  an  acquisition.  "Cisco's  track  record  speaks  for  itself," 
e  noted,  "with  a  voluntary  employee  attrition  rate  from 
:s  acquisitions  of  less  than  10%,  versus  70%  to  80%  for 
:s  competitors." 

Still,  no  one  should  rule  out  Lucent.  When  it  comes  to  sci- 
ntific  breakthroughs,  Lucent's  Bell  Labs  division  has  an 
npressive  record.  After  all,  before  being  spun  off  from 
.T&T,  its  scientists  were  some  of  the  most  important  pioneers 
l  this  whole  optics  space. 

While  each  of  the  three  companies  can  rightfully  claim 
ictory  in  one  optical  area  or  another,  separating  fact  from 
yperbole  isn't  easy.  Take  again,  for  example,  Lucent's  MEMS 
witch,  which  the  company  called  the  first  "all-optical 
etwork  router  switch."  Experts  in  the  field  were  quick  to 
uestion  Lucent's  claims.  Lightreading.com,  an  online  journal 


that  focuses  on  cutting-edge  optical  technologies,  countered 
in  a  February  article  that  Lucent's  MEMS  switch  "isn't 
all-optical  and  it  isn't  a  router. ...  It's  an  automated  patch 
panel."  But,  the  journal  went  on  to  note  that  extravagant 
claims  by  all  the  players  in  this  space  are  the  rule  rather  than 
the  exception. 

"Lucent  is  far  from  alone  in  hyping  the  all-optical  aspect 
of  its  developments,"  the  Lightreading.com  column  said. 
"Just  about  every  vendor  in  the  industry  uses  similar  tactics  in 
order  to  grab  the  attention  of  a  world  that's  grown  accus- 
tomed to  thinking  that  all-optical  is  hot — and  anything  else  is 
not.  Carriers  are  often  happy  to  play  along,  announcing  trials 
of  all-optical  gear  to  show  that  they're  leading  the  charge  on 
next-generation  networks." 

With  such  corporate  spin  clouding  the  picture,  it's  easy  to 
see  why  investors  and  analysts  remain  cautious. 

"I  hear  knowledgeable  people — most  of  them  a  lot  more 
knowledgeable  than  me — making  statements  that  are  mutu- 
ally contradictory  about  how  next-generation  optical 
networking  will  play  out,"  says  Mercer  consultant  Bane. 
"I  think  that  is  significant.  These  waters  are  very  turbid 
right  now."  ■ 

Stephen  P.  Pizzo  is  a  business  writer,  award-winning 
investigative  reporter,  and  a  New  York  Times  best-selling 
nonfiction  author. 


fHE  NICHE  PLAYERS 


Since  the  Big  Three  can  acquire  only  so 
nany  niche  players  in  the  optical  net- 
vorking  space,  those  they  don't  buy  will 
isve  to  compete  against  them.  In  that 
:ase,  the  only  way  these  niche  compa- 
lies  can  succeed  is  to  create  an  open 
system,  like  the  Internet,  that  is  not 
solely  owned  by  the  big  players  and  will 
iccept  plug-and-play  products  from  the 
smaller  guys.  The  push  to  establish  an 
>pen  system  is  the  driving  force  behind 
jptical  domain  service  interconnect, 
vhich  maintains  its  own  Web  site  at 
vww.odsi-coalition.com.  This  coalition, 
spearheaded  by  Sycamore  Networks, 
low  has  about  130  participants,  the  vast 
najority  of  which  are  private. 

Here's  a  list  of  the  coalition's  top  15 
tublic  companies  by  market  cap: 
Ucatel  (ALA)  is  the  large  French  tele- 
:ommunications  company.  FY1999  sales: 
23  billion.  Market  cap:  $13.7  billion. 
Cabletron  Systems  (CS)  sets  up  high- 
lerformance  networks.  FY2000  sales: 
fl.5  billion.  Market  cap:  $4.6  billion. 
<elestica  (CLS)  helps  large  companies 
iesign,  prototype,  assemble,  and  test 


electronic  products.  FY1999  sales:  $5.3 
billion.  Market  cap:  $8  billion. 
Ciena  (CIEN)  sells  products  for  optical 
networks.  FY1999  sales:  $482  million. 
Market  cap:  $24.1  billion. 
Corning  IGLW)  sells  products  ranging 
from  those  that  go  into  optical  networks 
to  those  found  on  your  computer  screen. 
FY1999  sales:  $4.4  billion.  Market  cap: 
$79.2  billion. 

Oitech  Communications  (DITC)  sells 
products  that  facilitate  communications 
over  fiber-optic  networks.  FY2000  sales: 
$116.9  million.  Market  cap:  $2.6  billion. 
ECI  Telecom  (ECU)  makes  digital 
telecommunication  and  data  transmis- 
sion systems.  FY1998  sales:  $806  million. 
Market  cap:  $2.7  billion. 
GlobeSpan  (GSPN)  makes  integrated 
circuits  for  digital  subscriber  lines  (DSL), 
a  technology  that  greatly  increases 
bandwidth  to  the  consumer.  FY1999 
sales:  $56.2  million.  Market  cap:  $8.0 
billion. 

Intermedia  Communications  (ICIX)  pro- 
vides a  variety  of  Internet  and  network 
services,  including  connectivity  and 


Web  hosting.  FY1999  sales:  $906  million. 
Market  cap:  $1.6  billion. 
ONI  Systems  (0NIS)  develops  communi- 
cations networking  equipment  based 
entirely  on  optical  technology  for  metro 
area  and  regional  networks.  FY  1999  reve- 
nues: $3  million.  Market  cap:  $13.5  billion. 
Redback  Networks  (RBAK)  helps  com- 
panies deploy  high-speed  access  to 
the  Internet  and  corporate  networks. 
FY1999  sales:  $64.3  million.  Market  cap: 
$25.7  billion. 

Siemens  Information  and  Communica- 
tion Networks  (a  division  of  the  German 
firm  Siemens  AG,  [SMAWY])  sets  up 
voice  and  data  networks.  FY1999:  Sales 
$134.1  billion.  Market  cap:  $89.8  billion. 
Sycamore  Networks  (SCMR)  develops 
products  for  optical  networks.  FY1999 
sales:  $11.3  million.  Market  cap:  $28.1 
billion. 

UU NET  (division  of  WorldCom  [WCOM]) 
provides  a  slew  of  network  services. 
FY1999  sales:  $37  billion.  Market  cap: 
$129.2  billion. 

Williams  Communications  (WCG)  pro- 
vides voice,  data,  Internet,  and  video 


services  to  communications  service 
providers.  FY1999  sales:  $2  billion. 
Market  cap:  $2.3  billion. 

Among  the  companies  in  the  ODSI 
Coalition,  here  are  three  private  ones 
that  analysts  like. 
ALIDIAN  NETWORKS 

A  2-year-old  startup  out  of  San  Jose.  Cali- 
fornia, Alidian  has  technology  that  gives 
metro  service  providers  more  efficient 
bandwidth.  The  company  is  led  by  a  former 
Lucent  executive  and  has  been  financially 
backed  by  Institutional  Venture  Partners  and 
Accel  Partners. 
AVICI  SYSTEMS 

This  high-end  switch  router  company  has 
filed  to  go  public.  Customers  include  AT&T. 
Enron,  and  Williams  Communications. 
TENOR  NETWORKS 

This  Acton,  Massachusetts,  company  enables 
network  service  providers  to  deploy  band- 
width wherever  it  is  needed.  The  company 
has  received  more  than  $28  million  in  venture 
financing  from  North  Bridge  Venture  Partners, 
Greyiock,  Matrix  Partners,  and  others. 

STEVE  PIZZO  AND  MICHELLE  JEFFERS 
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Y  NIALL  McKAY 

p^NE  of  the  world's  most  advanced  fiber-optic  data 

Hnetworks  isn't  used  by  the  military,  space,  or  even  high 
w  tech  communities.  Rather,  it's  used  by  Hollywood  to 
rry  pictures  of  lumpy  gravy  and  crazy  chickens. 

Sohonet  is  the  high-speed  data  network  that  recently 
ayed  a  leading  role  in  the  making  of  the  claymation  movie 
licken  Run.  It  began  life  as  a  small  network  for  London's 
ecial  effects  houses  but  now  is  used  to  transfer  movie  clips 
tween  studios  in  Los  Angeles,  where  the  films  typically  are 
oduced,  and  the  postproduction  houses  in  London,  which 
d  special  effects. 

"For  Chicken  Run,  we  spent  hours  deliberating  over 
lether  or  not  the  gravy  should  be  lumpy  or  smooth,"  says 
illiam  Sargent,  chief  executive  of  the  Frame  Store  Group,  a 
mdon-based  postproduction  facility.  "Seems  like  an  easy 
cision  on  the  face  of  it,  but  the  film  was  produced  by 
-eamworks  SKG  in  L.A.,  shot  on  location  at  the  Aardman 
ly  animation  studios  in  Bristol  [England],  and  the  lumpy 
avy  was  added  by  our  special  effects  wizards  in  London." 

With  Sohonet's  high-speed  network,  team  members  were 
le  to  send,  almost  instantly,  high-resolution  images  among 
e  three  locations.  As  a  result,  they  could  make  quick  deci- 
ms,  saving  precious  time  and  money  in  the  process. 

For  decades,  London's  Soho  district  has  been  the  world's 
pital  for  high-end  special  effects,  with  dozens  of  boutique 
•stproduction  houses  located  in  the  half-mile-square  area 
uth  of  Oxford  Street.  The  problem  is  that  Hollywood  is  10 
iurs  by  air,  and  eight  time  zones  away.  So  movie  companies 
n  lose  weeks  during  postproduction,  shipping  computer 
rd  disks  and  digital  tape  back  and  forth  between  continents. 

Full-motion  movie  clips  (along  with  seismic  data  used  by 
ologists)  are  among  the  largest  frequently  used  files  known 

man  and  take  the  most  time  to  transfer.  Transferring  a 

nute  of  Chicken  Run  film  is  the  equivalent  of  transferring 
ID  every  two  seconds. 

Until  now,  the  postproduction  and  special  effects  process 
is  arduous  and  time-consuming.  Live  action  footage  shot  on 
n  was  transferred  into  a  digital  format  in  one  facility,  then 


couriered  to  a  second  facility  where  the  special  effects  were 
added.  The  rough  cuts  were  then  sent  to  the  client  by  courier  for 
suggestions  and  changes,  and  the  process  would  begin  again. 

That  changed  with  Sohonet,  which  was  cooperatively  built 
in  1995  by  London's  postproduction  houses.  Sohonet  uses 
fiber-optic  cable  to  firehose  data  down  the  line  at  the  speed  of 
light.  This  technology,  combined  with  wave  division  multi- 
plexing (a  method  of  using  different  colors  of  light  to  split 
glass  cabling  into  many  different  channels)  and  with  rooftop 
infrared  laser  technology,  makes  Sohonet  the  most  advanced 
commercial  network  of  its  type  in  the  world. 

Transferring  film  with  Sohonet  gets  faster  and  cheaper  each 
month.  Within  the  next  six  months,  Sohonet's  staff  plans  to 
upgrade  the  network  so  that  it  will  transfer  pictures  at  speeds  of 
one  gigabit  per  second  between  London  and  Tinseltown. 

Then,  as  Hollywood's  special  effects  wizards  leave  for  the 
evening,  they  will  be  able  to  transfer  footage  to  production 
houses  in  London,  which  will  work  on  the  film  and  have  it 
back  to  the  studios  by  morning,  U.S.  time. 

"Sohonet  is  the  Internet  for  the  movie  business,"  says  Jon 
Ferguy,  Sohonet's  head  of  technology.  "It  will  change  forever 
the  way  that  people  make  movies."  ■ 

Niall  McKay  is  a  San  Francisco-based  writer  and  journalist 
who  covers  science  and  technology. 
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Fully  loaded  and  ready  to  go. 


The  Sony  VAIO1*  All-in-One  notebook  travels  light,  but  is 
stocked  for  the  long  haul.  It  comes  fully  equipped  with 
a  powerful  Pentium5  III  processor  with  Intel-  SpeedStep™ 
technology;  a  spacious  hard  drive,  DVD-ROM,  integrated  V.90 
modem'  and  includes  Windows  98  Second  Edition  -  the  home 
version  of  the  world's  favorite  software.  The  All-in-One  also 
contains  3AAAX+™  features,  such  as  extra  large  screens  and  dual 
battery  capability  for  increased  mobility. 

Plus,  Sony's  i.LINK5  port  lets  you  connect  a  variety  of  Sony 
products,  including  i. LINK 5  compatible  digital  cameras  and 
camcorders.  The  All-in-One  is  an  exceptional  combination  of 
portability,  convenience  and  boundless  style.  Order  your  Sony 
VAIO  All-in-One  notebook  direct  from  Sony  today. 

Call  1-888-552-VAIO  or  go  to  www.sony.com/vaiopc 

F590  All-in-One 

Intel  Pentium  III  processor  750  MHz1  featuring  Intel 
SpeedStep  technology2 

18.1  GB3  hard  drive 

128  MB  SDRAM 


1 5"  XGA  TFT  screen 


Microsoft*  Windows*  98  Second  Edition 

(Microsoft  Windows  2000  Professional  also  available) 

$3,799.99  (36  month  business  lease,  only  $1 1 9.70)* 

For  more  information,  models  and  special  offers, 
go  to:  www.sony.com/vaiopc 


GET  YOUR  VAIO  HERE 
Sony  VAIO  Direct 

www.SOFiy.com/vaiopc 


TIN  ENLIGHTENING 

Illuminating  the  uncharted  terrain  of  optics        , 

&JIDE 


BY  PETER  HEYWOOD 

Tin    optical  networking  industry  is  a  strange  new 
world,  even  to  the  people  working  in  it.  Halt  of  them 
are  experts  in  Internet  infrastructure,  and  the  other  half 
understand  fiber  optics.  Few  understand  the  whole  story. 

For  those  trying  to  figure  out  the  likely  winners  and  losers  in 
tins  space,  that's  a  dangerous  state  of  affairs.  A  poor  understand- 
ing of  who's  doing  what  is  hound  to  result  in  some  costly  mis- 
takes. The  solution?  Get  a  reference  guide.  Here's  ours: 

DENSE  WAVE   DIVISION   MULTIPLEXING   (DWDM) 

llns  technology  boosts  the  carrying  capacity  of  networks  by 
packing  multiple  wavelengths  of  light  into  a  single  strand  of 
fiber.  DWDM  is  already  widely  used  in  long-distance  net- 
works, and  it's  starting  to  be  used  in  metropolitan  networks. 
Currently,  40  wavelengths  per  fiber  is  commonplace, 
but  systems  for  carrying  hundreds  of  wavelengths  are  under 
development.  A  large  number  ot  wavelengths  isn't  always  a 
good  thing.  It  can  reduce  the  carrying  capacity  of  each  wave- 
.  Also,  more  wavelengths  mean  mor<  equipment  at 
id. 


I 


Advances  are  being  made  in  extending  the  distance  ovenJ 
which  DWDM  systems  can  operate.  Right  now,  light  pulses- 1 
can't  travel  more  than  a  few  hundred  miles  before  the)T 
become  too  weak  to  be  identified  properly.  As  a  result,  thi 
light  pulses  have  to  be  strengthened  by  converting  them  inti 
electrical  signals  and  then  converting  them  back  to  photon 
before  retransmitting  them.  This  requires  expensive  equip 
ment.  Anything  that  stops  or  cuts  down  on  this  conversion  i 
a  great  cost  saver. 


SELECT  PLAYERS 

Adva 

Alcatel 

Ciena 

Cisco  Systems 

Corvis 

Ericsson 


Fujitsu 

Hitachi 

Lucent 

Marconi 

NEC 

Nortel  Networks 


OptiMight 

PhotonEx 

Qtera 

Sorrento  Networks 

Sycamore  Networks 

Xtera  Communications 
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ADC 

Cisco  Systems 

Appian 

Cyras  Systems 

Astral  Point 

Dynarc 

Chromatis  Networks 

Fujitsu 

Ciena 

Geyser  Networks 

EDGE  SWITCHES 

As  the  name  implies,  these  devices  sit  at  the  edge  of  the  opti 
cal  backbones  (see  "Glossary  of  Terms,"  page  67),  acting 
gatekeepers  for  a  variety  of  services,  including  telephone  calls 
and  Internet  access.  They  also  enable  telecom  operators  to 
guarantee  the  performance  of  their  services,  and  collect  traffic 
statistics  so  they  can  bill  their  customers. 

II 


Mahi  Networks 
Nortel  Networks 
Redback  Networks 
Sirocco  Systems 
Tenor  Networks 


PASSIVE  OPTICAL   NETWORKS 

This  equipment  offers  a  low-cost  way  of  connecting  cus- 
tomers to  optical  backbones.  Instead  of  connecting  eachl 
customer  with  a  separate  fiber,  up  to  32  of  them  share  a  single!| 
fiber.  Each  one  gets  a  separate  wavelength  or  data  stream.  Tfi 
equipment  is  called  "passive"  because  the  key  component- 
the  device  that  splits  the  light  into  different  wavelengths — j 
doesn't  require  any  electrical  power.  It  works  like  a  prist 
splitting  light  into  different  colors.  No  power  means  there 
nothing  to  go  wrong  or  wear  out.  It  also  means  the  device  c 
be  installed  in  places  where  there's  no  electricity  supply,  likel 
manholes  in  the  road.  More  often  than  not,  that's  precisely] 
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here  the  prism  sits,  in  a  manhole  adjacent  to  a  cluster  of 
jildings.  It's  also  where  the  prism  directs  each  of  those  32 
avelengths  or  datastreams  to  the  appropriate  buildings  near 
>e  manhole. 


IE  PLAYERS 

catel 

Lightchip 

Paceon 
Quantum  Bridge 

optic 

Lucent 

1  Telecom 

Marconi 

Terawave 

jitsu 

NEC 

PTICAL 

SWITCHES 

hese  devices  switch  light  as  it  travels  down  the  optical 
ackbone  in  the  same  way  that  trains  must  be  switched 
>  run  from,  say,  New  York  to  Los  Angeles.  There  are  two 
road  categories: 

Optical  switches  with  electrical  cores.  These  convert  light 
ulses  into  electrical  signals  in  order  to  switch  them.  This 
chnology  is  the  more  developed  of  the  two.  It  is  also  more 
•anular,  capable  of  switching  fairly  small  streams  of  traffic 
ithin  a  wavelength  of  light.  But  it  may  not  be  able  to  handle 
le  huge  increases  in  traffic  expected  in  years  to  come. 

All-optical  switches.  These  steer  light  pulses  between  fibers 
ithout  converting  them  into  electrical  signals  (see  above), 
hey  have  enormous  potential  to  cut  costs  (no  need  for 
juipment  to  make  the  conversion)  and  greatly  speed  up 
te  network.  But  there's  a  big  question  mark  over  whether 
iey'11  ever  win  widespread  acceptance  by  telecom  companies 
;cause  the  technology  is  so  novel  and  unproven. 

There's  a  big  drive  toward  boosting  the  capacity  of  both 
■pes  of  switches,  so  they  can  handle  the  massive  increase  in 
avelengths  resulting  from  the  deployment  of  DWDM.  There's 
•.so  a  big  drive  to  develop  software  to  control  whole  net- 
orks  of  switches,  so  that  telecom  companies  can  slash  the 
me  it  takes  to  install  connections. 


onto  intersecting  paths  as  they  traverse  microscopic  troughs 
carved  in  silica.  The  bubbles  are  generated  using  ink-jet 
printer  technology. 

Ther  mo-optical  switches.  This  technology  fuses  together 
two  lengths  of  fiber  to  form  a  Y-shaped  junction.  Light  is 
carried  up  the  leg  of  the  Y  and  is  diverted  to  the  left  or 
right  depending  on  the  refractive  index  of  the  glass,  which  is 
altered  by  heating  it  using  an  electrical  coil. 

Tunable  lasers.  Normal  lasers  pump  out  light  at  a  fixed 
wavelength.  Tunable  lasers  can  pump  out  light  at  a  variety 
of  wavelengths  and  can  switch  between  wavelengths  very 
quickly  in  some  cases.  This  can  be  used  to  create  the  equivalent 
of  an  actual  switch,  by  steering  different  wavelengths  of  light 
on  different  routes. 

Sound  waves.  Another  technology  used  in  very  large  video 
screens.  This  one  uses  sound  waves  to  divert  beams  of  light 
being  shone  through  a  crystal. 

SELECT  PLAYERS 

MEMS:  Astarte  Fiber  Networks,  Cronos  Integrated  Microsystems,  C  Speed, 

Onix  Microsystems,  Optical  Micro-Machines 
LIQUID  CRYSTALS:  Chorum  Technology,  Corning,  SpectraSwitch 
BUBBLES:  Agilent  Technologies 

THERMO-OPTICAL  SWITCHES:  JDS  Uniphase,  and  many  others 
TUNABLE  LASERS:  Agility  Communications,  Altitun,  CoreTek,  Marconi 
SOUND  WAVES:  Gooch  &  Housego,  Light  Management  Group 

OPTICAL  COMPONENTS 

These  are  the  building  blocks  for  making  complete  optical 
systems.  There  are  dozens  of  different  devices,  but  they  fall 
into  two  groups — "active"  ones  that  require  power  to  work 
and  "passive"  ones  that  require  no  power.  Vendors  are  invest- 
ing billions  of  dollars  in  optical  component  manufacturing 
plants,  which  is  just  as  well.  Demand  is  outstripping  supply 
and  current  processes  are  labor  intensive. 


IE  PLAYERS 

ides/  switches  with  electrical  cores: 

VTM  Ciena 

ightiink  Networks  Cisco  Systems 

l-optical  switches: 

ilient  Networks  llotron 

irvis  Lucent 


Sycamore  Networks 
Tellium 

Nortel  Networks 
Siemens 


PTICAL  SWITCHING  SUBSYSTEMS 

utting-edge  technologies  form  the  core  of  all-optical 
vitches.  They  include: 

MEMS  (micro-electro-mechanical  systems).  These  arrays  of 
ny  mirrors  can  be  tilted  very  accurately  to  deflect  beams  of  light 
om  one  fiber  to  another.  The  technology  is  already  used  in  very 
rge  video  screens  at  sports  events  and  pop  concerts. 

Liquid  crystals.  Electric  currents  alter  the  properties  of  liq- 
id  crystals  (like  those  in  your  laptop  screen)  so  that  light 
assing  through  them  is  polarized  in  different  ways.  Passive 
ptical  devices  then  steer  each  wavelength  of  light  one  way  or 
le  other,  depending  on  its  polarization. 

Tiny  bubbles.  These   act   like   mirrors,  glancing   light 


THE  BIG  PLAYERS 

Alcatel  Optronics 

JDS  Uniphase 

Nortel  Networks 

Agilent 

Lucent 

SDL 

Corning 

OPTICAL  INTEGRATED  CIRCUITS 

In  a  rerun  of  the  early  days  of  the  semiconductor  industry, 
optics  vendors  are  developing  ways  of  making  the  optical 
equivalent  of  integrated  circuits.  Currently,  vendors  have  to 
buy  separate  components  to  do  things  like  generate  light, 
break  it  up  into  pulses,  and  boost  its  strength  and  clarity.  In 
the  future,  they'll  be  able  to  give  the  design  to  a  semiconduc- 
tor vendor  who'll  make  a  chip  that  will  do  all  these  things. 
Such  a  chip  will  eliminate  a  lot  of  time  and  cost,  and  the 
result  will  be  much  more  reliable  and  much,  much  smaller — a 
big  issue  for  telecom  operators  whose  buildings  are  crammed 
to  the  ceilings  with  equipment.  ^100 

SELECT  PLAYERS 

Bookham  Technology    Lightpath  Technology    Lumenon  Innovative  Lightwave  Tech. 
Kymata  Lightwave  Microsys.     Nanovation  Technology 
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Y  LOUISE  RAFKIN 

His  official  title  is  vice  president  of 
systems  architecture,  but  Rajiv  Rama- 
swami  is  basically  a  problem  solver. 
For  those  of  us  whose  work  entails 
avoiding  problems,  his  job  at  Xros, 
Sunnyvale,  California-based  optics  company, 
)unds  like  a  nightmare:  big  problems,  little  prob- 
ms,  visible  problems,  and  not-so-visible  problems, 
amaswami,  34,  confesses  that  half  his  time  is 
jvoted  to  just  figuring  out  what  the  problems  are. 
Still,  of  all  the  problems  he  faces,  none  is  bigger 
r  more  important  than  the  one  that  groundbreaking 
xhitects  the  world  over  face:  how  to  build  a  struc- 
«re  (or  a  system,  in  his  case)  that  has  never  been 
uilt  before.  For  Ramaswami  that  means  taking  our 
irrent  clunky,  expensive  telecommunications  net- 
ork,  which  is  part  electronic  and  part  optical,  and 
irning  it  into  an  all-optical  one,  thus  saving  money, 
icreasing  bandwidth,  and  creating,  according  to 
ch  guru  George  Gilder  (not  one  to  shy  away  from 
fasiveness),  "world  peace  and  prosperity." 

"We  are  working  on  keeping  everything  in  the 
ptical  domain,"   Ramaswami   says.   "It's  very 
jol."  Amid  Xros'  bland  setting  —  gray  office 
abides  and  dull  overhead  lighting — Ramaswami's  coolness 
darkles.  Tall  and  good-looking,  he  stands  out  among  his 
■How  techies. 

He  also  stands  out  as  an  optical  pioneer.  While  at  IBM  in 
le  late  '80s,  he  helped  to  develop  a  key  component  in  send- 
lg  light  down  fiber-optic  cables.  If  and  when  we  build  an 
ll-optical  network,  it  will  be,  in  large  part,  because  of 
amaswami's  efforts.  "I  can't  think  of  anybody  who  has  con- 
ibuted  [more],"  to  the  coming  all-optical  era,  says  Paul 
ireen,  who  has- spent  years  working  with  Ramaswami, 
icluding  at  Tellabs,  where  Green  is  now  director  of  optical 
etworking  technology.  Says  Gilder,  Rajiv  has  one  of  optics' 
most  innovative  minds." 

Last  August,  Ramaswami  arrived  at  Xros  in  a  move  he 
tys  was  "too  good  to  pass  up."  He  jumped  from  Tellabs,  not 
ecause  he  was  unhappy  with  his  job  (he  was  director  of  the 
)mpany's  optical  networking  group)  but  because  he  recog- 
ized  a  greater  opportunity — a  way  to  propel  his  "very  cool" 
ll-optical  network  forward. 


The  way  to  do  that  was  with  Xros'  revolutionary  optical 
switch.  Our  existing  network  is  excellent  at  sending  light 
(and  the  data  it  holds)  across  fiber-optic  cables  stretched 
across  countries  and  oceans,  but  it  is  lousy  at  taking  these 
same  light  signals  around  corners  and  getting  them  to  branch 
off  and  ricochet  to  precise,  correct  destinations.  Currently, 
signals  are  converted  into  the  electrical  domain  at  these 
switching  points,  a  process  that  not  only  takes  time  and 
expensive  equipment  but,  more  detrimentally,  jams  up  the 
system  and  slows  bandwidth. 

Xros'  optical  switch  is  meant  to  get  rid  of  this  electronic 
transfer,  thus  speeding  up  the  network  and  making  it  more 
cost-effective.  It  is  Ramaswami's  job,  as  the  company's  sys- 
tems architect,  to  get  Xros'  switches  ensconced  into  the  grow- 
ing optical  infrastructure.  "Rajiv  has  served  as  a  bridge, 
bringing  our  product  to  the  larger  networking  environment," 
says  Greg  Reznick,  CEO  and  president  of  Xros. 

Developed  by  Xros'  tech  genius,  Armand  Neukermans,  the 
switch  employs  tiny  electromechanical  mirrors  about  the  size 
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of  a  baby's  fingernail.  These  mirrors  are  bound  onto  a 
patented  switching  device  that  enables  up  to  1,152  light 
beams  to  snake  through  the  optical  traffic  systems. 

Xros'  switches  are  not  the  only  things  on  Ramaswami's 
mind.  He  thinks  a  lot  about  whether  or  not  this  all-optical 
network  will  be  a  closed  or  open  one.  In  other  words,  will 
one  of  the  large  network  equipment  makers,  such  as  Nortel 
or  Lucent,  be  effective  in  developing  and  selling  all  the  prod- 
ucts in  the  network,  thus  closing  out  competition  from  the 
smaller  players?  Or  will  the  network's  standards  be  open  to 
third-party  "plug-and-play"  products,  which  will  allow  every- 
one to  participate? 

Ramaswami  is  an  outspoken  advocate  of  open  technology, 
which,  he  believes,  will  ensure  a  heterogeneous  network  com- 
posed of  technologies  and  equipment  from  many  different 
vendors.  This  puts  him,  however,  in  a  strange  position.  Last  year, 
Xros  was  bought  by  Nortel  in  a  fat  $3.25  billion  stock  deal, 
which  will  help  bring  Xros' 
switch  to  a  much  wider  audi- 
ence. But  with  Xros  now  under 
the  ever  expanding  Nortel 
umbrella,  Ramaswami  finds 
himself  somewhat  of  a  rebel. 

Nortel,  as  one  might  imag- 
ine, is  not  as  zealous  about  an 
open  network  as  is  Rama- 
swami. But  Ramaswami  is  a 
man  of  conviction.  "There  is 
not  going  to  be  an  end-to-end 
network  of  Lucent  parts,  or 


At  UC  Berkeley,  he  studied  electrical  engineering  and  con 
puter  science,  writing  his  thesis  on  early  issues  in  optical  nJ 
working,  which  back  in  the  '80s  was  far  from  the  fashionat| 
topic  it  is  today.  After  graduating,  he  went  to  IBM,  where 
and  Paul  Green  did  pioneering  research  in  optics.  They  cc 
nected  twin  computers  at  two  separate  locations  via  an  optid 
network  (a  technology  whose  usefulness  became  obvious  af 
the  World  Trade  Center  bombing,  when  companies  realiz 
they  needed  a  disaster  recovery  plan). 

In  1994,  Ramaswami  and  Green  developed  what  wou 
become  a  crucial  component  in  the  optical  network:  DWDl 
(dense  wave  division  multiplexing),  a  way  to  break  up  lig 
into  a  series  of  frequencies,  or  colors,  so  it  can  carry  muJ 
more  data.  "But  IBM  treated  us  like  researchers,"  he  saj 
"They  told  us  to  go  publish  our  papers.  Instead,  we  we 
out  and  sold  our  product  [the  Muxmaster]  to  Morgan  St 
ley,  as  well  as  to  many  companies  worldwide.  Once  we 
paying  customers,  IBM  came  on  board." 

In   1996,  when  Rar 


BACK  BEFORE  THERE  WAS  SO  MUCH  AT 

STAKE,  ALL  OF  US  IN  THE  RESEARCH 

COMMUNITY  WERE  VERY  OPEN  ABOUT 

EVERYTHING.  THEN  WE  REALIZED 

THERE  WAS  A  TON  OF  MONEY  TO  BE 

MADE,  AND  EVERYBODY'S  DOOR 

BEGAN  TO  SLOWLY  SHUT." 


Nortel  parts,"  he  says,  citing 

the  Internet  as  a  main  example  of  why  he  is  pushing  for  open 
systems.  "The  Net  grew  quickly  because  everything  about  it 
was  open — openness  was  great  for  the  industry.  Now  that  we 
have  the  optical  plumbing  in  place,  everyone  needs  to  be  able  to 
plug  into  the  network  quickly." 

But  it's  not  just  Nortel  that  doesn't  like  this  kind  of  talk. 
No  fewer  than  four  separate  standards  committees  are  cur- 
rently considering  the  issue.  "Back  before  there  was  so  much 
at  stake,"  Ramaswami  explains,  "all  of  us  in  the  research 
community  were  very  open  about  everything.  Sometime 
around  1995,  we  realized  there  was  a  ton  of  money  to  be 
made,  and  everybody's  door  began  to  slowly  shut." 

The  son  of  a  MIDDLE-CLASS  working  couple  —  his  father 
was  an  engineer  and  his  mother  still  works  as  an  executive 
with  the  Indian  national  railroad  —  Ramaswami  graduated 
from  the  famous  Indian  Institute  of  Technology  in  Madras, 
which  has  produced  some  of  Silicon  Valley's  most  notable 
Indian  engineers  ami  entrepreneurs,  including  Desh  Desh- 
pande,  the  chairman  of  Sycamore  Networks,  another  huge 
playei  in  the  optics  space. 

1  ike  many  of  his  peers,  Ramaswami  saw  only  two  career 

nen  to  him  in  India:  medicine  or  engineering.  As  an 

engineei  he  would,  as  did  his  parents,  end  up  working  in 

ovemment  |i  >.  As  tor  medicine?  "I  was  afraid 

says,   'so  1  came  to  UC  Berkeley  to  see  what  else 

tie." 


swami  saw  the  explosil 
adoption  of  optical  technd 
ogy  by  long-distance  can] 
ers,  he  and  his  group 
researchers  convinced  IE 
to  put  their  division  up 
sale.  The  gang,  under  Ran 
swami's  lead,  was  sold 
Tellabs,  where  Ramaswa 
stayed  until  joining  XrJ 
last  August. 

Over  the  years,  he 
amassed  more  than  a  dozl 
patents,  each  addressing  a  little  piece  of  the  optical  netwon 
Some  have  to  do  with  the  particulars  of  WDM,  such  as  howl 
carry  multiple  signals  on  a  single  system,  or  how  to  protq 
the  signal  against  failure.  As  Ramaswami's  career 
evolved,  so  has  his  thinking — from  that  of  a  pure  research 
to  that  of  a  practical,  down-and-dirty  problem  solver.  As 
researcher,  he  could  solve  problems  in  the  most  elegant  wd 
without  regard  to  practicality  or  cost.  One  of  his  awar 
winning  papers  was  about  optimizing  bandwidth.  He 
up  with  a  scheme  based  on  an  infinite  number  of  colors, 
reality,  he  notes,  systems  have  a  finite  number  of  colors. 

"It  was  good  research,"  he  says,  in  a  rare  moment  of  se 
congratulation.  But  then  he  takes  it  back.  "I  proved  son 
thing,  but  it  wasn't  very  practical." 

Though  Ramaswami's  heroes  are  the  early  developers  I 
optical  networks,  his  role  model  is  Vinod  Khosla,  star  vent 
capitalist  at  Kleiner  Perkins  Caufield  &  Byers  and  founder! 
Sun  Microsystems.  "He  made  the  right  investments  in 
right  companies,"  says  Ramaswami.  "I  wouldn't  mind 
in  the  same  position  10  years  from  now." 

Did  someone  say  CEO?  "Definitely,  I  see  myself  as 
engineer  and  entrepreneur."  George  Gilder  agrees:  "Humbl 
full  of  grace  and  promise,  and  destined  for  the  Forbes  400."] 

Louise  Rafkin  is  the  author  of  Other  People's  Dirt,  a  me 
Her  work  can  be  found  in  The  Washington  Post,  Health,  <ji 
The  New  York  Times,  among  other  places. 
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With  the  JVC  GR-DVL9800  CyberCam. 
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It's  got  more  features  and 

capabilities  than  you 
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ever  dreamed  of.  Yet 

*     it's  so  simple  to  use. 

^      you'll  wonder  how  you 

ever  lived  without  it. 
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www.JVC.com 

1-800-252-5722 


The  highest  resolution  in  the  industry. 

The  GR-DVI.9800  is  JVC's  most  awesome 
Digital  CyberCam  ever.  For  starters,  it's 
taken  resolution  to  a  new  extreme  for 
ionsumer  camcorders,  so  the  images  you 
apture  will  be  nothing  short  of  breatht- 
aking. At  the  same  time,  it's  also  an 
incredible  digital  still  camera,  featuring 
XGA  resolution,  multiple  snapshot 
modes,  a  built-in  auto  flash  and  a 
removable  MultiMedia  Card.  Enhanced 
digital  effects  are  built  right  in,  along 
with  advanced  video  editing  and  multi- 
media interfacing  capabilities.  A  5-piece 
software  package  (valued  at  $180.00)  is 
even  included. 

,.  the  (ilM)VL9800  you'll  swear  you've 
one  to  digital  heaven.  And  you'll  be 
aina/cd  ai  how  Ix-autiMevervthini; ' 


Opening  new  worlds  of  possibilities.  Because  NEC  excels  at  multiple  technologies— from  com- 
puters to  communications  to  integrated  circuits— we  can  bring  you  microchips  like  no  one 
else.  Our  ability  to  understand  the  system  side  is  incorporated  into  our  design  solutions  on  the 
chip  side.  NEC's  innovative  approach  to  system-on-a-chip  can  bring 
you  custom,  reliable  microchip  solutions  in  record  time.  It's  the  kind 
of  performance  that  has  made  NEC  the  world's  second  largest  chip 
producer.  And  has  put  NEC  at  the  Center  of  Innovation. 


ISolut  ions. 
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Introducing 

he  Computer 
of  2010 


Optics  :  The  Light  Years 


BY  KIP  CROSBY 


or  decades,  silicon,  with  its  talent  for 
carrying  electrons,  has  been  the  mainstay  of 
computing.  But  for  a  variety  of  reasons  (see  "The 
Coming  Light  Years,"  page  59),  we're  rapidly 
approaching  the  day  when  electrons  will  no 
longer  cut  it.  Within  10  years,  in  fact,  silicon  will 
fall  to  the  computer  scientist's  triple  curse:  "It's 
bulky,  it's  slow,  and  it  runs  too  hot."  At  this  point, 
computers  will  need  a  new  architecture,  one  that 
depends  less  on  electrons  and  more  on... 
well. ..what  else?  Optics. 

I  With  the  assistance  of  award-winning  firm 
Frogdesign  (the  geniuses  behind  the  look  of  the 
early  Apple  and  many  of  today's  supercomputers 
and  workstations),  Forbes  ASAP  has  designed  and 
built  (virtually,  of  course)  the  computer  of  2010. 

Whenever  possible,  our  newly  designed  com- 
puter (see  the  seven-page  special  section,  including 
foldout,  that  follows)  replaces  stodgy  old  electrons 
with  shiny,  cool-running  particles  of  light — 
photons.  Electrons  remain,  doing  everything  they 
do  best  (switching),  while  photons  do  what  they  do 
best  (traveling  very,  very  fast).  In  other  words, 
we've  brought  the  speed  and  bandwidth  of  optical 
communications  inside  the  computer  itself.  This 
mix  is  called  optoelectronics,  another  buzzword 
we  encourage  you  to  start  using  immediately. 

The  result  is  a  computer  that  is  far  more  reli- 
able, cheaper,  and  more  compact — the  entire 
thing,  believe  it  or  not,  is  about  the  size  of  a 
Frisbee — than  the  all-electronic  solution.  But 
above  all,  optoelectronic  computing  is  faster  than 
what's  available  today.  How  fast?  In  a  decade, 
we  believe,  you  will  be  able  to  buy  at  your 
local  computer  shop  the  equivalent  of  today's 
supercomputers. 

How  likely  is  it  that  this  computer  will  be  built? 
Some  of  its  components  are  slightly  pie-in-the- 
sky.  But  many  others  have  already  been  devel- 
oped or  are  being  developed  by  some  of  the  best 
scientific  minds  in  the  country.  Sooner  or  later, 
and  probably  sooner,  an  optoelectronic  computer 
will  exist...  and  it  will  probably  look  a  lot  like  ours. 
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The  Computer  of  2010 

Building  It 

CONCEPT  AND  ARTWORK  BY  FROGDESIGN 


Hard  Disk 


Fast  Memory 


CPU 


Power  Supply 


Main  RAM 


HARD    DISK  (STORES  PROGRAMS  AND  FILES) 

To  build  our  2010  computer  (see  previous  page)  we  first  need  to  build  the 
hard  disk.  The  disk  will  be  holographic  and  will  somewhat  resemble  a 
CD-ROM  or  DVD.  That  is,  it  will  be  a  spinning,  transparent  plastic  platter 
with  a  writing  laser  on  one  side  and  reading  laser  on  the  other,  and  it  will 
hold  an  astounding  terabyte  (1  trillion  bytes)  of  data,  just  a  tad  more  than 
we  get  today — 1,000  times  more,  to  be  exact.  With  such  capacity, 
you'll  be  able  to  store  every  ounce  of  information  about  your  life.  But 
beware.  If  your  computer  is  stolen  or  destroyed,  you  might  actually  start 
wondering  who  you  are. 

WHERE  are  WE?  A  holographic  disk  might  be  the  easiest  component 
here  to  build  since  it  exists  in  the  lab  today. 

WHO'S  working  ON  IT?  Stanford  University,  Lucent  Technologies,  and 
cutting-edge  Silicon  Valley  optics  company  Siros  Technologies. 

TIME  OF  COMPLETION?  2005,  for  a  commercial  product. 


THE  CENTRAL  PROCESSING  UNIT 

E  COMPUTER'S  BRAIN) 

PU  will  operate  on  the  same  principle  as  today's  PCs.  But 

ectronic  microprocessors  providing  the  brains  and  brawn,  our 

have  optoelectronic  integrated  circuits  (chips  that  use 

:h  but  optics  to  communica'.e)  This  will  give  us  huge 
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increases  in  speed  and  efficiency.  Why?  Because  the  CPU  of  today  spe 
far  too  much  time  waiting  around  for  data  to  process.  Instantane 
on-chip  optical  communication,  and  memory  running  as  fast  as 
processor,  will  guarantee  a  continuous  stream  of  data  processing  wi 
the  CPU.  With  communication  between  components  no  longer  bot 
necked  by  electronic  transmission,  we  can  probably  push  the  clock  rat 
100  gigahertz,  100  times  faster  than  what's  available  now. 

Our  universal  appliance  of  tomorrow  also  has  a  hexagonal  optoe 
tronic  processor  surrounded  by  a  ring  of  fast  cache,  so  that  data  for 
part  of  the  chip  can  be  fetched  from  the  closest  part  of  the  cache, 
result  will  be  computer  performance — or,  at  any  rate,  delivery  of  coi 
tational  results — comparable  to  today's  supercomputers. 

WHERE  ARE  WE?  Optoelectronic  integrated  circuits  do  exist  today 
a  small  scale  and  for  specialized  purposes.  Getting  from  the  current  si 
of  the  art  to  a  complete  and  superfast  optoelectronic  CPU  will  reqi 
tremendous  effort  and  the  accumulation  of  an  entirely  new  body  of  in 
lectual  property. 

WHO'S  WORKING  ON  IT?  Scientific-Atlanta,  Lucent,  and  Nor 
Advanced  work  in  optical  interconnection  is  now  being  done  at  Stanfi 
Intel,  through  its  purchase  of  Danish  optoelectronics  company  Gl 
intends  to  have  the  fast  track  out  of  the  gate. 

TIME  OF  COMPLETION?  2010,  if  we're  really  lucky. 


The  Computer  of  2010:     | 
At  First  Look  ^ 


SECURITY  The  PC  will 
be  protected  from  theft,  thanks 
to  an  advanced  biometric 
scanner  that  can  recognize 
your  fingerprint. 


At  Work 


The  Desktop  as  DESK  TOP 


Plug  your  PC  into 
the  desk  here. 


In  2010,  a  "desktop"  will  be  a  desk  top. ..in  other  words,  by 
plugging  our  computer  into  an  office  desk,  its  top  becomes  a 
gigantic  computer  screen — an  interactive  photonic  display.  You 
won't  need  a  keyboard  because  files  can  be  opened  and  closed 
simply  by  touching  and  dragging  with  your  finger.  And  for  those 
throwbacks  who  must  have  a  keyboard,  we've  supplied  that  as  well. 
A  virtual  keyboard  can  be  momentarily  created  on  the  tabletop,  only 
to  disappear  when  no  longer  needed.  Now  you  see  it,  now  you  don't. 


The  Stylus 


r 


MEMORY  (ram) 

When  we  stir  optical  communication  into  the  old-fashioned  electronic 
computer,  some  of  the  greatest  potential  gains  will  involve  your  com- 
puter's short-term  memory.  In  the  long-gone  days  (1980)  of  the  80286, 
computers  enjoyed  a  design  advantage  that  we've  never  had  since.  The 
memory  bus  speed — that  is,  the  speed  at  which  data  flowed  between 
CPU  and  memory — was  the  same  as  the  CPU's  clock  rate,  or  how  fast  it 
operates.  (Of  course,  they  were  both  8  megahertz,  but  we  said  this  was 
a  long  time  ago.)  Data  reached  the  CPU  as  fast  as  the  chip  could 
process  it,  which  kept  the  CPU  from  waiting  around  being  bored. 

We've  never  reached  that  pinnacle  again,  and  since  then,  the  situa- 
tion has  gotten  steadily  worse.  A  reasonably  fast  computer  today  has  a 
CPU  clock  of  600  megahertz  and  a  memory  bus  speed  of  133  megahertz. 
Despite  various  clever  technical  feats,  the  CPU  still  spends  half  to  two- 
thirds  of  its  time  just  waiting  around  for  data  from  memory. 

Optoelectronics  will  knock  this  problem  out  of  the  park.  With  a  prop- 
erly designed  optical  memory  bus,  speed  of  fetch  from  memory  can 
once  again  equal  CPU  clock  rate. 

Of  course,  this  also  will  require  that  processing  in  RAM  be  very 
quick,  so  we'll  need  a  faster  RAM  architecture,  which  luckily  is — or 
will  be — available.  A  large  cache  (see  below)  made  of  superfast,  non- 
volatile magnetic  RAM  will  hold  information  that  the  CPU  needs  quickly 
and  repeatedly.  It  will  be  backed  up  by  a  much  larger  area  of  holo- 
graphic (pure  optical)  main  RAM  that  will  hold  programs,  files,  images, 
etc.,  while  you  work  with  them. 


FAST  MEMORY  (cachE) 

To  build  our  new  fast  cache,  we'll  need  to  get  rid  of  the  inefficiencies 
of  today's  product,  which  requires  the  computer  to  constantly  refresh 
it,  just  like  short-term  memory  in  humans  needs  to  be  constantly 
refreshed  or  it's  forgotten.  The  inefficiencies  in  cache  are  so  bad,  in 
fact,  that  once  you  know  the  speed  of  your  cache  you  can  assume  that 
its  real-world  performance  will  be  about  a  third  of  that — the  missing 
two-thirds  being  sacrificed  to  refresh  cycles. 

Enter  2010s  semiconductor  technology,  which,  instead  of  using 
today's  silicon  memory,  will  rely  upon  magnetic  memory  on  a  molecular 
scale  Because  tiny  elements  will  be  magnetized  to  represent  zeros,  or 
demagnetized  to  represent  ones,  the  information  can  be  easily  and 
quickly  refreshed  with  just  a  quick  electrical  signal.  The  whole  process 
will  be  much  faster  than  today's  silicon  memory — which  is  a  good 
thing,  because  satisfying  the  demands  of  a  CPU  running  at  100  giga- 
hertz will  definitely  mean  no  coffee  breaks. 

Let's  install  a  gigabyte  of  fast  cache — 1,000  times  as  much  as  the 
megabyte  that  serves  an  Intel  Pentium  III  today.  And,  to  put  the  whole 
system  in  overdrive,  we'll  hitch  it  directly  to  the  CPU  with  a  multiplexed 
optical  bridge.  Get  ready  for  warp  speed! 

WHERE  are  WE?  Mostly  in  the  experimental  stage. 

WHO"S  working  ON  IT?  US  government  laboratories  and  IBM,  which 
probably  k->uws  more  about  magnetic  memory  than  any  other  company. 

time  ok  completion?  2010,  with  just  a  small  leap  of  faith. 


MAIN  MEMORY 

Our  main  RAM  will  be  purely  optical,  in  fact,  holographic.  Holographic 
memory  is  three-dimensional  by  nature,  so  we  can  stack  up  any  num- 
ber of  memory  planes  into  a  rectangular  solid  to  create  256  gigabytes 
of  optical  main  memory,  1,000  times  as  much  as  a  really  powerful  desk- 
top computer  today. 

WHERE  ARE  WE?  Holographic  memory  exists,  but  it  is  slow,  bulky, 
extremely  difficult  to  build  in  quantity,  and  has  quality-control  problems. 

WHO'S  WORKING  ON  IT?  University  laboratories. 

TIME  OF  COMPLETION?  2009,  or  maybe  a  tad  earlier. 

POWER  SUPPLY 

One  of  the  biggest  advantages  of  photonic  circuitry  is  an  extremely  low 
power  requirement.  A  long,  sticklike  lithium  battery,  bent  into  a  dough- 
nut and  installed  in  the  periphery  of  the  computer,  will  run  it  for  a 
couple  of  weeks.  But  fresh  power  is  as  close  as  the  charging  cradle 
on  the  nearest  wall,  which  resembles  the  one  for  today's  cordless  or 
cellular  phones 

where  are  WE?  Pretty  close.  We've  come  a  long  way  in  battery 
development  in  the  past  few  years. 

WHO'S  WORKING  ON  IT?  Hewlett-Packard. 

TIME  OF  COMPLETION?  2007 

THE  SCREEN 

Size  does  matter  in  our  2010  computer  screen.  It  will  either  be  very 
large,  literally  the  desk  top  of  your  desktop,  or  very  small,  a  monocle 
you  hold  up  to  your  eye.  For  the  bigger  version,  our  computer  screen 
will  depend  on  some  kind  of  photonically  excited  liquid  crystal,  with 
power  requirements  significantly  lower  than  today's  monitors.  Colors 
will  be  vivid  and  images  precise  (think  plasma  displays)  In  fact,  today's 
concept  of  "resolution"  will  be  largely  obsolete  Get  ready  for  pay-per- 
view  Webcasts. 

where  are  WE?  This  design,  if  fully  realized,  depends  on  a  technol- 
ogy that  doesn't  exist  today.  Optical  excitement  of  a  liquid  crystal  is  the 
stuff  of  research  papers.  More  likely  is  that  our  computer  will  end  up 
with  a  less  ambitious  display,  one  like  our  current  PCs  possess  but 
much,  much  better.  We've  got  10  fruitful  years  to  develop  it,  after  all. 

WHO'S  WORKING  ON  IT?  Sharp  Electronics,  a  world  leader  in  color 
LCD  technology,  which  is  also  investing  heavily  in  optoelectronics. 
Sony,  Toshiba,  and  IBM  are  the  current  leaders  in  flat-panel  displays.  I 

TIME  OF  COMPLETION?  2010,  if  we're  luckv 

FOR  A  COMPLETE  LOOK  AT  THE  PC  OF  2010 

SEE  SPECIAL  FOLDOUT  SECTION  THAT  FOLLOWS  ► 
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ch  year,  the  Big  Issue  features  legendary  contributors  writing  about  the 
DSt  important  topics  of  our  time.  High-tech  visionaries,  Nobel  Laureates 
id  Pulitzer  Prize  winners  together  in  one  amazing  issue.  No  wonder  last 
ar's  Big  Issue  was  read  by  over  4  million  tech-savvy  decision  makers 
id  named  a  Finalist  for  a  2000  National  Magazine  Award. 
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Though  our  computer  of  2010  is  small,  it  isn't 
small  enough  to  use  comfortably  in  the  car  or 
while  walking.  Which  is  why,  just  as  it  has  done 
in  the  home  and  at  work,  the  computer  will  interact 
with  another  object,  a  mobile  device  that  communicates 
with  it  wirelessly.  This  digital  monocle  will  be  worn  on 
your  hip.  Peer  into  it  and  you'll  see  a  digital  overlay 
to  the  physical  world.  Directions,  telephone,  audio, 
and  video  are  just  a  glance  away.  Even 
better,  this  mobile  device  keeps  a  constant 
record  of  your  movements,  providing 
a  second-by-second  chronicle 
of  your  life. 


i  DIGITAL  BUTLER 

/hat  do  we  do  with  our  2010  computer  when  we 
rnve  home  after  a  long  day's  work?  Plug  it  into  the 
fall  with  a  magnetic  clamp  and  watch  as  our  home 
omes  to  life.  In  essence,  the  computer  becomes  the 
peratmg  system  for  our  house,  and  our  house,  in 
knows  our  habits  and  responds  to  our  needs. 
Brew  coffee  at  7,  play  Beethoven  the  moment 
le  front  door  opens,  and  tell  me  ^ — ' 
(hen  I'm  low  on  milk.")         ^-^ 


YOUR  HOME  The  PC 

of  2010  plugs  into  your  home 
so  your  house  becomes  a 
smart  operating  system. 


He's  back.  It's  his  second  visit. 

Your  site  can  sit  there  and 
look  pretty,  or  you  can  sell  hii 


Making  sales  in  today's  economy  calls  for  a  smarter  and  more  effective  approach.  Not  only  are 
there  hot  sales  prospects  on  your  web  site  gathering  information  about  your  company's 
products  or  services,  some  are  repeat  visitors  getting  closer  to  a  purchase  decision.  You  need  a 
way  to  actively  engage  them  now-before  they  click  away.  At  NewChannel,™  we  give  you  the  power 
to  identify  the  best  web  prospects  so  your  reps  can  move  them  through  the  sales  process. 
With  NewChannel,  you'll  even  know  if  they've  visited  before.  And  it  all  happens  through  your 
site,  instantly.  The  numbers  are  astounding.  Reps  from  companies  using  NewChannel  are  closing 
twice  as  many  sales  as  they  did  just  answering  800  numbers.  Turn  your  site  into  the  powerful 
sales  tool  it  was  meant  to  be.  Go  to  www.newchannel.com/salesnow  or  call  I  -800-33  I  -0987 
and  see  how  you  can  double  your  sales. 


NewChannel  "Inc. 

The  hottest  prospects  are  on  your  site? 


www.newchannel.com/salesnow 
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GILDER 
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wtributing  editor  and  tele- 
mmunications  guru  George 
ilder  talks  with  ASAP  about 
e  current  state  of  our  opti- 
l  network. 

SAP:  Why  is  it  important  we 
lild  an  all-optical  network? 
LDER:  Optical  networks 
e  vital  to  the  fulfillment 
the  business  plans  of  the 
ternet  economy  and  the 
ture  of  world  peace  and 
osperity.  We  already  have 
i  all-optical  network  in  the 

itical  paths  of  large  portions  of  the  infrastructure — chiefly 
e  passive  parts.  It  will  rapidly  spread  over  the  next  five  years 
reach  into  campuses,  enterprises,  and  cities. 
JAP:  So  I  take  it  you  don't  think  the  promises  surrounding 
is  all-optical  network  have  been  overstated? 
LDER:  They  have  been  drastically  understated  by  compa- 
es  that  want  to  retrofit  optics  into  the  old  system  rather 
an  create  a  new  network  that  fulfills  the  intrinsic  promise  of 
worldwide  web  of  glass  and  light. 
JAP:  How  fast  and  efficient  will  this  new  network  be? 
LDER:  The  question  of  speed  comes  from  the  electronic 
orld  of  bandwidth  scarcity;  it's  meaningless  for  all-optical 
chnology,  which  is  nearly  infinite  in  capacity. 
JAP:  Will  this  network  be  an  open  architecture  or  closed? 
LDER:  It  will  begin  by  being  closed  because  it  will  require 
:quisite  optimization  and  integration  by  a  few  players.  But  it 
ill  open  up  as  it  is  deployed  because  an  open  system  allows 
ore  companies  to  participate  in  developing  technology  and 
us  accelerates  its  own  creation. 

SAP:  How  does  the  increase  in  bandwidth  due  to  fiber 
)tics  compare  to  Moore's  Law? 

LDER:  Since  the  commercial  advent  of  wave  division  multi- 
exing  in  1996,  bandwidth  has  been  increasing  at  least  four 
nes  as  fast  as  Moore's  Law,  if  not  faster,  and  promises  to 
mtinue  to  do  so  for  at  least  the  next  several  years. 
»AP:  Let's  talk  for  a  moment  about  building  this  network, 
'hat  components  do  we  still  need  to  develop  commercially? 
ILDER:  We  need  tunable  lasers,  filters,  and  adaptable 
ultiplexers.  Altitun  and  JDS  Uniphase,  among  others,  are 


advancing  tunable  lasers;  Avanex  is  in 
the  lead  in  tunable  filters  and  adaptable 
multiplexers. 

ASAP:  How  about  the  large  equipment 
makers,  Lucent,  Nortel,  and  Cisco, 
what's  the  greatest  challenge  they  face? 
GILDER:  They  have  to  escape  entrap- 
ment by  their  customers  who  want  to 
retrofit  optics  in  optoelectronic  net- 
works rather  than  fulfill  the  potential 
of  all-optical  networks.  Cisco  is  mired 
in  legacy  electronics  and  is  rooted  in 
the  past.  Rather  than  move  ahead 
toward  an  all-optical  future,  it  plunged 
into  the  reactionary  SONET  technology 
of  the  telcos.  None  of  the  equipment  makers  are  poised  to 
capture  this  new  market. 

asap:  Which  scientists  have  been  most  responsible  for  the 
creation  of  our  optical  networks? 

GILDER:  James  Clerk  Maxwell,  who  conceived  the  spectrum; 
Albert  Einstein,  who  imagined  the  photon  and  the  laser  prin- 
ciple; and  Elias  Snitzer,  who  introduced  single-mode  fiber  and 
invented  the  erbium-doped  amplifier. 
ASAP:  How  about  entrepreneurs? 

gilder:  Charles  Kao  of  ITT  in  Britain  persuaded  the  world  to 
use  fiber  for  communications;  Robert  Maurer  and  his  team  at 
Corning  proved  Kao  was  right;  and  Michael  Milken  financed 
the  pathbreaking  single-mode  fiber-optic  network  at  MCI  that 
saved  Coming's  17-year  investment. 

ASAP:  What  don't  most  people  understand  about  all  this 
optical  networking  stuff? 

gilder:  They  don't  understand  that  all-optical  networks  will 
bring  a  return  to  the  old  telephone  circuit-switched  model, 
which  was  based  on  the  abundance  of  copper  connections  in 
a  time  of  voice  communications.  Your  phone  line  was  used 
only  20  minutes  a  day;  bandwidth  was  wantonly  wasted. 
Optical  networking  brings  fabulous  bandwidth  abundance  in 
an  age  of  interactive  video.  Once  again  the  wanton  waste  of 
circuit  connections — this  time  based  on  millions  of  wave- 
length channels  called  lambdas — will  prevail. 
asap:  Any  final  thoughts  on  fascinating  light? 
gilder:  The  Internet  is  best  imagined  as  a  virtual  point  of 
light  into  which  will  be  distilled  all  the  commerce  and  culture 
of  the  race.  INTERVIEW  BY  ERIC  W.  PFEIFFER 
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ihy  would  you  want  to 


network  a  thermostat? 


hour  »  regulate  =  auto  •  high  set  point  temp  =  72  degrees  •  low 
energy  discount  =  18%  •  light  =  on  •  switch  =  off  •  filter  Hffluiuuey  I 
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nserve  energy. 


We  don't  make  thermostats.  We  provide  networkir 
software  that  allows  thermostats  and  many  oth 
everyday  products  to  communicate,  making  the 
smarter.  For  example,  our  software  enables  thermosta 
to  be  remotely  managed.  That  means  utlll 
providers  can  eliminate  brownouts  and  reduce  tl 
need  to  build  new  power  plants.  And  for  customers 
means  less  power  consumption,  which  results 
er  utility  bills.  So  maybe  the  question  should  b 
y  wouldn't  you  network  a  thermostat?  To  tint 
out  how  emWare  can  help  make  your  products  better, 
visit  us  at  www.emware.com/lhermostat10 
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ANY  DEVICE.  ANY  NETWORK""  ALLIANCE 
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device  networking  software  that  makes  products  betl 

go  to  www.emware.com/thermostat10  or  call  toll-free  1.877.436.9: 
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(  GARY  ANDREW  POOLE 


I    bunch  of  wireless  optics  geeks  are  in  an  office 

■  building  in  San  Diego.  They're  showing  me  their  laser 
^B  node,  which  the  press  nicknamed  R2-D2  because  it 

■  looks  vaguely  like  the  famous  beeping  droid.  R2-D2  is 
;  star  of  their  show,  the  conduit  to  a  deceptively  easy  idea: 
ing  lasers  to  send  voice,  video,  and  data  through  the  air 
)m  one  building  to  another,  instead  of  through  expensive, 
derground  fiber-optic  cables. 

This  might  not  sound  like  a  big  deal  until  you  consider 
it  such  technology  could  go  a  long  way  toward  solving  the 
ast-mile  problem" — the  inability  of  businesses  and  con- 
mers  to  access  siiperfast  fiber-optic  cables  at  their  doorstep 
cause  the  cost  to  build  such  a  network  is  astronomical  (up 

$250,000  per  mile). 

The  team  of  optics  geeks  works  for  AirFiber,  a  San  Diego- 
sed  company  funded  by  telecommunications  equipment 
int  Nortel  Networks.  It  is  emerging  as  one  of  the  favorites 

wireless  optics,  and  like  everyone  in  this  space,  those  at 
rFiber  are  prepared  for  the  inevitable  "bird  and  fog"  ques- 
ts: Can  a  flock  of  birds  take  down  a  network  by  flying 
rough  the  lasers?  Can  a  heavy  fog  send  your  precious  infor- 
ation  into  the  ether? 

These  questions  aren't  as  silly  as  they  may  sound.  In 
ct,  ask  almost  anyone  who  has  been  in  the  telecommuni- 
tions  industry  for  more  than  six  seconds  and  they  will  roll 
eir  eyes  at  the  notion  of  wireless  optics.  Several  years  ago 
lerless  networks  were  hyped  incessantly.  Companies  prom- 
:d  gigabit  speeds  over  distances  exceeding  300  meters.  But 


THE  TIME  FOR  WIRELESS  OPTICS 
MAY  HAVE  FINALLY  ARRIVED 


the  technology  didn't  work,  and  the  companies 
went  bust.  The  problems  were  fourfold: 

•  The  building-to-building  lasers  would  get  off 
target,  so  they'd  have  to  be  adjusted  constantly. 

•  Even  in  good  weather,  the  lasers  were  not  effi- 
cient at  long  distances,  which  meant  data  was  lost 
every  time  a  building  swayed,  the  fog  rolled  in,  or 
a  flock  of  seagulls  happened  to  migrate  through 
the  lasers'  paths. 

•  Wireless  companies  were  using  ridiculously 
expensive  equipment. 

•  Finally,  users  suffered  too  much  downtime,  con- 
siderably more  than  the  fiber-network  industry 
standard  99.999%  reliability,  or  five  minutes  of 
downtime  per  year. 

That  is  why  wireless  optics  was  given  up  for  dead  until 
very  recently.  But  now  through  better  technology  and  lower 
product  costs,  the  industry  has  been  able,  for  the  most  part, 
to  solve  its  problems. 

What  kind  of  better  technology  are  we  talking  about?  For 
one,  something  called  mesh  networks.  Here's  how  it  works: 
Consider  that  office  building  I  am  standing  in.  R2-D2  is  send- 
ing data  and  video  streams  to  another  R2-D2  unit  across  the 
way  in  another  building.  (I  can  actually  see  the  laser  beam 
with  a  pair  of  special  glasses.)  An  engineer  sticks  a  thick  piece 
of  cardboard  in  front  of  the  laser  to  simulate  a  sudden  fog  or 
a  particularly  pesky  pigeon.  Instead  of  losing  data,  R2-D2 
senses  a  problem  and  automatically  reroutes  the  information 
via  another  pathway — another  R2-D2  unit  with  an  unob- 
structed signal  —  so  none  of  the  data  is  lost.  Zing,  it  works. 
(Oh,  in  case  you're  with  the  Humane  Society,  even  if  a  bird 
does  fly  through  the  laser,  it  doesn't  come  out  looking  like 
fried  chicken;  the  lasers  used  wouldn't  even  hurt  your  eye, 
according  to  the  AirFiber  folks.) 

In  addition  to  mesh  networks,  AirFiber's  engineers  are 
using  weather  histories.  Thus,  in  setting  up  a  system  in  San 
Francisco,  they  shorten  the  lengths  between  the  R2-D2  units 
to  make  sure  that  even  on  the  foggiest  day  the  lasers  will 
be  close  enough  to  keep  working.  When  fog  suddenly 
descends  on  the  city,  R2-D2  senses  the  signal  loss  and  adjusts 
the  power  of  the  laser  signal  —  beefing  it  up  to  cut  through 
the  cold  grayness.  And,  with  asynchronous  transfer  mode 
technology  (ATM),  the  lasers  have  become  intelligent    ^-100 
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463  twin  must  then  (now!)  be  the  other. 

Could  it  be  that  the  photons  weren't  really  superposed  in 
the  first  place,  that  they  had  definite  states  all  along,  but  we 
just  didn't  know  it? 

Evidently  not,  because  the  same  experiments  confirm  in 
various  ways  that  the  states  actually  were  unresolved  until  the 
observation  occurred.  Could  the  whole  complex  of  quantum 
theory  and  experiment  be  fundamentally  wrong?  Probably 
not.  It  was  quantum  theory,  after  all,  that  predicted  these 
results  in  the  first  place,  and  the  same  experimental  data  indi- 
cate that  any  new  theory  capable  of  similar  success  would 
have  to  look  almost  identical  to  the  existing  ones.  So  the  par- 
adox of  quantum  weirdness  isn't,  strictly  speaking,  a  scientific 
problem.  Instead,  it  has  to  do  with  reconciling  the  nature  of 
light  with  common  sense. 

Whether  such  reconciliation  can  be  effected  remains  to  be 
seen,  but  that  hasn't  discouraged  inventors  from  rushing  in 
with  novel  ideas  about  how  quantum  weirdness  might  be  put 
to  use.  Quantum  clocks,  each  containing  part  of  an  entangled 
light  beam,  could  in  theory  be  kept  synchronized  across  vast 
distances,  since  fiddling  with  one  part  of  the  beam  in  an 
appropriate  way  would  instantaneously  alter  the  other  parts. 
Quantum  cryptography  machines  almost  certainly  couldn't 
send  messages  faster  than  light  —  Einstein's  prohibition 
against  conveying  information  at  superluminal  speed  remains 
the  law,  even  in  these  parts — but  if  anyone  interfered  with  the 
system  along  the  way,  the  recipient  could  tell  immediately 
that  security  had  been  breached. 

Inventors  also  are  envisioning  the  development  of  quan- 
tum computers,  which  would  use  superposed  states  to  carry 
out  enormous  numbers  of  calculations  at  very  high  speed, 
producing  the  solution  by  resolving  into  one  state,  either  par- 
ticle or  wave,  in  a  manner  analogous  to  the  0/1  code  of  an 
ordinary  binary  computer  answer.  According  to  one  analysis, 
a  quantum  computer  employing  just  300  entangled  photons 
would  be  more  powerful  than  a  classical  computer  made  by 
melting  down  all  the  matter  in  a  billion  galaxies.  Whether  a 
quantum  computer  can  actually  be  built  remains  to  be  seen. 
One  physicist  predicts,  only  halt  in  jest,  that  it  will  be  incredi- 
bly fast  but  will  take  infinitely  long  to  boot  up. 

Meanwhile,  the  use  of  laser  light  in  fiber-optic  cables  is 
becoming  the  international  standard  in  telecommunications 
and  it  could  prove  useful  m  computing,  too.  Lasers  read  and 
write  the  data  on  CDs,  CD-ROMs,  and  DVDs  and  power  the 
promising  art  of  holography,  which  conjures  up  three-dimen- 
sional moving  images  in  thin  air.  1  asers  also  may  turn  out  to 
be  the  "ray  guns"  of  futuristic  weapons:  The  recent  successful 
test  ot  a  powerful  laser  that  knocked  down  a  short-range  mis- 
sile provided  a  rare  bright  spot  in  the  generally  benighted  field 
of  antimissile  defense  systems. 

So  light,  it  seems,  has  lost  none  of  its  old  magic  and  still 

serves  as  it  did  in  ancient  times  to  both  illuminate  the  know  n 

and  help  guide  us  ever  farther  into  the  vast  realms  of  the 

unl  \s  Milton  put  it,  "The  light  which  we  have  gained 

IS,  not  to  he  ever  staring  on,  but  by  it  to  discover 

more  remote  from  our  knowledge."  ■ 

is  an  internationally  known  science  writer  who 
ision  specials  on  outer  space. 
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TIPS  ON  SHORT-TERM  INVESTING 

481  A  few  non-U.S.  optical  companies  are  likely  to  go  fo 
Nasdaq  listing  in  the  coming  months.  They  look  undervalu 
in  comparison  with  their  U.S.  counterparts.  One  of  them 
the  UK's  Marconi.  Another  is  Israel's  BATM. 

Some  big  takeovers  are  also  in  the  cards.  It's  possible 
figure  out  likely  candidates  by  examining  portfolios.  Soi 
startups  that  have  had  IPOs  and  now  have  enormous  mark 
caps  (e.g.,  Sycamore  and  Juniper)  are  anxious  to  broad 
their  portfolios.  On  the  other  hand,  some  of  the  monster  ve 
dors  need  to  buy  their  way  in  to  new  markets.  Cisco,  f 
instance,  doesn't  make  optical  components  and  will  probab 
have  to  find  a  way  of  securing  a  supply. 

TIPS  ON   LONG-TERM  INVESTING 

One  of  the  safest  bets  is  to  buy  shares  in  one  of  the  compan 
that  manufactures  optical  equipment  on  behalf  of  vend 
These  companies  include  Adept  Technology,  GSL  Lumoni 
and  Keithley  Instruments.  These  companies  are  a  good  way 
avoiding  dependence  on  a  technology  that  ends  up  goi 
sour.  Component  vendors  offer  similar  benefits. 

Peter  Heywood  is  founding  editor  of  Light  Reading,  an  onli\ 
analytical  source  for  optical  networking  (www.lightreading.cor 


SMOKE  AND  MIRRORS 

499  enough  to  track  the  laser  beams  between  the  two  op 
cal  transceivers,  so  they  never  get  off  target. 

In  earlier  days,  no  one  used  a  mesh  network  because  t| 
laser  technology  was  too  expensive.  But  the  price  has  co 
down.  The  equipment  used  to  cost  $80,000  to  $150,0 
roughly  the  same  as  wiring  a  whole  building  with  traditio 
fiber  optics.  Today,  AirFiber  has  cut  that  cost  to  $20,0 
which  includes  the  equipment  and  the  installation  for  o 
building.  One  way  it  has  done  this  is  by  using  $20  lasers  (t 
same  type  used  in  writable  CD-ROMs)  versus  the  $2,0 
lasers  of  the  past. 

This  cost  reduction  has  come  at  just  the  right  time.  T 
potential  market,  after  all,  is  huge.  "Fiber  today  is  attached 
a  very  small  number  of  commercial  buildings — 3%  to  5% 
the  U.S.,  and  less  than  1%  worldwide,"  says  AirFiber's  pre 
dent  and  CEO,  Jim  Dunn.  No  wonder  the  company's  prima 
competitor,  Seattle-based  TeraBeam,  plans  to  create  maj 
wireless  networks  in  100  cities  by  2004. 

Nortel,  the  acknowledged  leader  in  optics,  has  invesi 
$37  million  and  other  resources  into  AirFiber.  (AirFiber  pla 
to  do  another  round  of  financing  soon.)  And  Lucent  Tec 
nologies,  the  No.  1  maker  of  communications  equipmer 
which  once  seemed  to  be  abandoning  the  market  to  Nort 
has  changed  its  tune,  contributing  cash,  engineering  assi 
tance,  and  research  and  development  assets — a  total  of  $4.' 
million — to  TeraBeam. 

So  it  appears  technology  has  finally  caught  up  with  i 
hype.  Wireless  optics,  says  Jeff  Kagan,  an  independent  te 
com  industry  analyst,  has  "reemerged  in  the  last  sever 
months  without  the  problems  of  the  past." 
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Vith  eCRM  solutions  from  Primus. 


lost  companies  talk  about  customer  relation- 
iip  management  (eCRM)  as  the  process  of 
liverintj  value.  At  Primus,  we  believe  it's  about 
velopmg  value  for  your  business  as  well. 

hat's  why  we  created  a  unique,  value-driven 
)lution  to  the  eCRM  challenge.  First,  by  pro- 
ding  customers  access  through  self-service 
id  assisted  channels.  Second,  by  helping  com- 
anies  gain  knowledge  with  each  transaction — 
)  they  can  continually  increase  the  speed  with 
hich  customers  and  employees  get  the  infor- 
lation  they  need. 


Which  means  they  can  deliver  even  more 
value  the  next  time  a  customer  calls. 
Or  visits.  Or  e-mails.  Or  chats. 

And  that,  in  short,  is  how  you  make 
loyalty  scale. 

Find  out  how  Primus'  assisted  and  self-service 
solutions  for  eCRM  have  helped  companies  like 
3M,  GTE,  Motorola,  PSINet,  and  Ericsson  win 
in  the  Web-enabled  world. 


PRIMU 


Serve  Them  Right5" 

1  888  323  7244 
www.primus.com 


isit  www.primus.com  to  download  your  free  copy  of  "The  eCRM  Opportunity:  A  Primus  Vision  White  Paper." 

2000  Primus  Knowledge  Solutions,  Inc.  All  rights  reserved.  Primus  is  a  registered  trademark  and  Serve  Them  Right  is  a  service  mark  of  Primus  Knowledge  Solutions.  Inc. 
other  company  names  and  trademarks  are  the  properties  of  their  respective  owners. 
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"...since  Williams 
integrated  our 
entire  network, 
looks  like  we're 
working  together 
better." 


m 


Mi 


Williams  Communications  make  enterprise-wide 
convergence  effortless.  By  thinking  outside  the  box.  as 
well  as  between  them,  we  help  businesses  —  people  — 
work  in  perfect  harmony.  And  as  networking's  top  problem 
solvers,  we  deliver  industry-leading  innovation,  cutting-edge 
integration,  for  e-verything  solutions.  Try  advanced 
business  phone  systems.  Or  superior  data  networking. 
call  centers,  advanced  applications,  managed  services, 
network  management,  complete  outsourcing  nationwide, 
even  groundbreaking  multimedia  —  with  solutions  from 
-  Nortel  Networks  for  the  new.  high- 

i  v* Solut,on*by  performance 'Internet.  Networking 
V^5JS£r>o*c  ~  seniority.  Technological  superiority. 
■    /£■ — ■  Perfect  unity. 


VIDEO 


DATA 
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Williams 


tt0n-s.  E  veryttuni*  is  .i  trademark  of  Williams  Communication 

EJlbrtcl  Nef.voiks    All  rights  reserved 
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1-800 -Williams  •  www.williamscommunications 
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Carnegie  Mellon's 

new  e-commerce 

program  mimics  the 

Internet  startups 

it  studies 


SCOTT  LAJOIE 


t's  3  o'clock  on  a  sunny  Pitts- 
burgh afternoon. 

Two  dozen  graduate  students 

squirm  in  a  nondescript  classroom, 
xiously  awaiting  their  tardy  professor. 

Suddenly,  professor  Eric  Nyberg 
.rsts  in.  "Sorry,"  he  says,  explaining 
at  he  still  hasn't  succeeded  in  debug- 
ig  the  Java  program  the  class  has 
en  working  on  for  weeks.  So,  he  asks, 
lat  do  we  do  now?  Together,  they 
ree  on  a  new  direction  for  the  day. 

Welcome  to  Carnegie  Mellon  Uni- 
rsity's  (CMU)  new  master's  program 
e-commerce.  It  looks  a  lot  like  e-com- 
erce  in  real  life:  Both  have  a  few  bugs 

work  out,  turn  on  a  dime,  and  pro- 
ie  fodder  for  critics. 

What  kind  of  critics?  As  The  New  York  Times  reported, 
ademics  were  throwing  around  epithets  like  "silly,"  "crazy," 
lishonest,"  and  "stupid"  over  the  very  idea  of  separating  an 
:ommerce  curriculum  from  the  traditional  course  of  study 

a  master's  program  in  business.  Intoned  The  Times, 
Aoney,  prestige,  and  the  ability  to  attract  the  most  desirable 
jdents  hang  in  the  balance." 

In  the  past,  trends  in  business  have  never  culminated  in 
parate  courses  of  study.  "You  don't  see  master's  degrees  in 
tality  management  or  supply  chain  management,"  says  Joe 
ackburn,  acting  dean  of  the  Owen  School  of  Management 

Vanderbilt  University,  which  has  recently  instituted  an 
:ommerce  track  within  its  M.B.A.  program  but  not  as  a 
parate  discipline  like  Carnegie  Mellon's.  Such  stalwart 
hools  as  Kellogg  and  Wharton  chose  similar  paths,  folding 


investment  banking  and  consulting  into  their  M.B.A.  pro- 
grams when  those  specialties  were  the  rage.  But  traditional 
M.B.A.  programs  have  been  having  a  difficult  time  attracting 
and  retaining  students  interested  in  e-commerce.  Increasing 
numbers  of  students  have  been  leaving  after  their  first  year  of 
business  school,  recruited  by  startups  or  inspired  to  start  a 
business  of  their  own  before  finishing  their  degree.  So  CMU 
felt  it  had  a  rare  opportunity. 

In  November  1998,  the  university  decided  not  only  to 
offer  a  separate  master's  degree  in  e-commerce  but  also  to 
make  it  a  12-month  program  with  tuition  of  $38,000. 
Carnegie  Mellon's  faculty  realized  that  its  tuition  would  be 
considerably  higher  than  that  of  Stanford's  Graduate  School 
of  Business,  for  example,  which  costs  $27,293.  But  when 
prospective  students  factor  the  total  tuition  costs  of  a 
traditional  two-year  M.B.A.  program  and  the  lost  income 
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ONE  DEGREE 


during  the  second  year,  CMU's  one-year  plan  could 
be  marketed  as  a  bargain. 

CMU  gambled  that  e-commerce  was  more  than 
a  fad,  that  employers  would  be  lured  by  students 
specializing  in  how  to  Webify  business  processes, 
and  that  students  would  be  attracted  by  the  oppor- 
tunity to  enhance  their  e-commerce  skills  and  arm 
themselves  with  the  knowledge  of  how  to  start  an 
Internet  venture. 

Despite  criticism  from  its  competitors,  as  well  as 
a  few  minor  roadblocks — for  example,  no  prece- 
dent, no  classrooms,  and  no  students  —  Carnegie 
Mellon  plunged  ahead  with  its  Master  of  Science 
in  Electronic  Commerce  (MSEC)  program.  Now, 
after  its  initial  year,  the  program  has  not  only  sur- 
vived, it  has  gained  the  attention  of  business 
schools  across  the  country. 

HIGH  ANXIETY 

Carnegie  Mellon  was  an  ideal  school  to  pioneer 
such  a  program.  Even  the  school's  history  depart- 
ment uses  computers  extensively,  boasting,  of  all 
things,  computational  history  courses.  CMU's  busi- 
ness school,  ranked  14th  in  the  country  in  Business 
Week's  1999  survey,  worked  in  tandem  with  its 
top-rated  computer  science  department.  But  despite 
all  the  right  attributes,  the  formation  of  the  pro- 
gram was  a  little  rocky  and  remains  a  work  in  progress. 

"We  had  a  lot  of  anxious  moments,"  says  MSEC  Director 
Tridas  Mukhopadhyay  with  a  sigh  of  relief.  Marketing  a  non- 
existent program  was  a  challenge.  Would  prospective  students 
want  to  take  a  chance  on  a  pioneering  program?  Would  they 
think  the  risk  worth  leaving  their  jobs  at  top-notch  consulting 
firms?  Would  they  believe  prospective  employers  would  find 
the  one-year  credential  attractive  when  they  reentered  the  job 
market?  Before  CMU  had  a  brochure  out  the  door,  it  started 
advertising  the  program  on  the  school's  Web  site  in  December 
1998.   Weeks   later,  CMU   had   its  answer.   Nine   hundred 

Academics  were  calling  an  e-commerce 
program  "silly"  "crazy"  and  "dishonest" 


inquiries  bombarded  an  amazed  admissions  staff.  By  April 
1999,  CMU  had  admitted  more  than  40  students  who  were 
willing  to  roll  the  dice. 

Once  they  had  a  student  body,  the  professors  had  to  shift 

into  high  gear,  throwing  together  syllabi  and  relevant  case 

studies.  Six  weeks  later  they  finished.  "They  were  aggressive 

with  rolling  our  their  curriculum  and  executing  on  it,"  says 

|.n  Kridell,  director  of  professional  development  at  the  Inter- 

Issociation  for  Management  Education,  a  voluntary 

m  to  which  many  top-tier  business  schools  belong. 

Bui  new  semester  approached,  one  more  problem 

renovations  under  way  in  the  business  school's 

mom  space  was  at  a  premium.  "We  had 

the  loom,"  says  Vickie  Mot/,  the  MSEC    pro- 

r.   lack   or  space?   Sounds  like  \our  typical 
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Carnegie  Mellon  is  gambling  that  employers  will  rush  to  Pittsburgh  to  hire 
graduates  from  its  new  one-year  e-commerce  program. 


e-commerce  startup.  Finally,  they  did  find  a  room  where 
MSEC  classes  could  be  held. 


THE   GRADUATES 

You  might  presume  that  the  students  walking  throus 
the  door  for  the  first  day  of  classes  would  be  young  proft 
sionals  enamored  with  the  allure  of  the  tech  startup  cultui 
pre-IPO  stock  options,  and  Silicon  Valley.  Not  quite.  Tht 
average  age  was  32,  and  they  averaged  7.5  years  of  wo 
experience,  compared  to  5.3  for  the  rest  of  CMU's  busine 
school  students. 

After  a  year  of  study,  Carnegie  Mellon's  first  MSEC  gra 
uating  class  landed  jobs  in  a  wide  range  of  firms.  Ma 
are  now  headed  to  consulting  firms  and  bricks-and-mort 
businesses  at  all  corners  of  the  country,  and  even  the  wor 
Graduates  have  found  positions  with  Deloitte  Consultin 
KPMG  Peat  Marwick,  Inforte,  and  PNC  Bank  in  Pittsb 
Others  are  going  to  smaller  software  companies  such  as  Bl 
Martini  Software,  Razorfish,  and  Proxicom. 

Brendan  Haggerty  typifies  the  type  of  student  attractei 
the  program.  Haggerty  had  been  working  for  American  Ma 
agement  Systems  since  graduating  from  Bucknell  Universi 
with  a  computer  science  degree  in  1995.  He  and  four  othe 
from  AMS  are  attending  Carnegie  Mellon  on  AMS'  bill  ai 
will  return  to  the  company  upon  graduating.  They  cho 
CMU's  new  program  so  they  could  hone  their  e-commer 
skills.  Though  they  all  have  some  background  in  technolo) 
or  business,  says  Haggerty  and  his  AMS  colleagues,  they  can 
to  CMU  to  brush  up  on  the  basics. 

Other  students  came  for  the  contacts.  Still  others  decide 
to  attend  CMU  because  they  liked  the  nature  of  the  one-ye 
program.  "I  didn't  want  to  have  to  give  up  two    ►l^ 
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LDING  A  TECHNOLOGICAL 
^STRUCTURE  FOR  PFSWEB 

HE  COMPANY  FOR  WHICH  DEBBY 
Bosselman  works  wasn't  created  to  take  advantage  of 
the  recent  explosive  growth  in  e-commerce,  but  these 
davs  it  often  seems  as  though  it  was. 
PFSweb  Inc.,  a  subsidiary  of  Daisytek  International,  used 
)  exist  within  Daisvtek,  providing  outsourcing  solutions  for 
orporations  long  before  the  Internet  became  a  household  word. 
:  would  npically  be  brought  in  to  handle  a  manufacturers 
ustomer  care,  warehousing,  inventory  and  shipping  duties. 

Then  along  came  the  World  Wide  Web  and  a  vast  array  of 
ew  companies  offering  business-to-consumer  and  business-to- 
usiness  services.  Many  of  these  firms  were  eager  to  avoid 
aving  to  build  and  maintain  the  technological  and  physical 

infrastructure  required  to  store 
products,  process  orders,  arrange 
deliveries  and  deal  with  the  concerns 
of  customers.  "So,  in  the  past  few 
years  we  have  become  the  physical  part 
of  a  lot  of  virtual  businesses,"  says 

Bosselman,     director    of    strategic 

alliances  for  PFSweb  of  Piano,  Tex. 
The  Internet  has  brought  us  many  more  clients  and  it  has  given  us 
nother  venue  for  the  services  we  offer." 

With  such  responsibility  comes  much  in  the  way  of  expectations. 
'FSweb  clients  —  the  roster  includes  such  major  names  as  RCA.com 
nd  Nokia  —  want  the  Web  site  ordering  process  and  credit  card 
uthonzation  system  to  be  fast  and  simple  to  use.  They  also  expect 
eal-time  inventory  tracking  and  shipping  information,  as  well  as 
ccess  to  timely  data  for  the  purposes  of  preparing  reports  and  under- 
aking  financial  analyses.  Above  all,  they  demand  reliability, 
companies  are  loath  to  disappoint  or  annoy  a  customer  who's  keen  on 
naking  a  purchase. 

That's   why   PFSweb   recently    turned    to    Sirius    Computer 


urning  to  us  and  to 
,  they  were  able  to  get 
technological  backbone 
would  enable  PFSweb 
eep  their  clients  happy. 


Debby  Bosselman,  director  of  strategic  alliances  PFSweb,  is  completely 
pleased  with  her  reliable  solution  from  Sirius  Computer  Solutions. 


Solutions,  an  IBM  Premier  Business  Partner,  based  in  San  Antonio, 
Tex.  With  business  growing  rapidly,  PFSweb  needed  a  technological 
infrastructure  that  would  ensure  both  scalability  and  high  availability, 
along  with  the  ability  to  process  and  fulfill  orders  at  a  greater  speed 
and  to  manage  inventory  better  —  all  without  sacrificing  reliability. 

"PFSweb  offers  a  great  service  to  businesses,  but  they  also  have 
incredible  pressure  on  them  to  always  get  it  right,"  says  Margie 
Culberson,  account  executive  for  Sirius.  "By  turning  to  us  and  to  IBM, 
they  were  able  to  get  the  technological  backbone  that  would  allow 
them  to  keep  their  clients  happy." 

One  element  of  that  entailed  a  decision  on  the  part  of  PFSweb 
to  also  purchase  additional  main  servers  —  to  ensure  even  greater 
reliability  in  case  of  disaster. 

"We  shipped  $I.5-billion  (U.S.)  in  products  last  year  for  other 
people,  other  businesses  —  and  that  number  is  going  to  increase  this 
year,"  Bosselman  says.  "When  people  put  that  kind  of  faith  in 
you,  it's  important  for  you  to  take  every  step  possible  to  make 
sure  you  have  the  systems  in  place  to  protect  against  anything  that 
could  go  wrong." 

Savvy  Solutions   1 
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IBM  PREMIER  BUSINESS  PARTNER: 
Sirius  Computer  Solutions 


PFSweb,  Inc. 

Distribution 

e-business 

On-line  Distribution 

Multiple  IBM  AS/40oe  servers 

J.D.  Edwards  Suites;  Foundation,  Financials,  Logistics, 

Distribution  and  Manufacturing 
Service/Support:   Ongoing  service  and  support 
IBM  Financing:      Yes 


Customer: 

Industry: 

Solution: 

Application: 

Hardware: 

Software: 


1-800460-1237 
www.siriuscom.com 


CL^^AC^EARTECHNOLOGIES 

CENTEX  HOMES  OFFERS  PERSONALIZED 
SERVICE  VIA  THE  WEB 


IF  YOU'VE  EVER  PURCHASED  A  NEW  HOME,  YOU 
know  how  stressful  the  building  process  can  be.  And  that  can 
be  intensified  if  you  live  far  from  the  site.  Enter  Dallas-based 
residential  home  builder  Centex  Homes,  a  division  of  Centex 
Corporation,  that  decided  to  help  alleviate  its  buyers'  anxieties  bv 
developing  a  two-way  communication  Web  site  that  better  connects 
its  employees  with  its  newest  homeowners. 

This  savvy  solution,  a  pilot  program  called 
MyCentexHome.com  that  is  being  tested  in  selected  Centex 
Homes  markets,  means  buyers  can  monitor  the  progress  of  their  new 

home's      construction      on-line. 
whenever  they  want. 

The  Web  site  was  designed 
by  lead  developer  Allen  Swope 
with  developer  Richard  Davis, 
both  of   Clear  Technologies,  Inc., 

an  IBM  Premier  Business  Partner 

based  m  (  oppell,  lex.  This  inno- 
vative Web  site  consists  of  five  separate  Domino  databases  that 
combine  to  create  one  seamless  Web  site.  The  Web  site  is  also 
protected  by  Domino  security. 

New  Centex  homeowners  in  markets  where  the  product  is  heme 

tested  are  assigned  a  user  ID  and  password  thai  will  automatically  take 

them  to  the  appropriate  database.  There,  the  homeowners  can  view 

photos  of  their  home  as  building  progresses,  as  well  as  floor  plans  and 

pel  tinent  information. 

"The  benefit  of  th,-  solution  is  that  homeowners  are  kept 
tnformed.  regardless  of   then   location  or  schedule,  via  the  Internet. 


Homeowners  are  kept 
informed,  regardless  of  their 
location  or  schedule,  via  the 
Internet,  throughout  the 
construction  process. 


Special  Advertising  Fe  hi 


Allen  Swope,  consultant  and  Web  developer,  Clear  Technologies,  h , 
constructs  the  MyCentexHome.com  Web  site  for  Centex  Homes. 

throughout  the  construction  process,"  says  Charles  Irsch, 
president  of  information  systems  for  Centex  Homes, 
homeowner  has  a  personalized  Web  site  that  lists  deadlines  rel| 
to  completion  of  his  or  her  home,  as  well  as  community  news  fd 
neighborhood,  information  about  warranties,  contact  names,  e-ij 
and  fax  and  phone  numbers  for  field  managers,  sales  manager:! 
sales  associates. 

Swope  describes  how  the  Web  site  enables  Centex  H« 

i 

employees  to  enter  updates.  "For  instance,"  he  explains 
construction  field  manager  can  input  updates  from  the  fieldM 
the  updates  instantly  go  on-line."  Homeowners  no  longer  need  b 
anxious  about  the  progress  on  their  house.  All  they  have  to  do  i 
on  and  navigate  to  their  very  own  Web  site.  There's  their  I 
home  —  plus  all  information  relating  to  its  construction  progr 
available  24/7. 

The  staff  at  Centex  Homes  —  one  of  the  nations  largest  1 1 
builders,  selling  more  than  18,000  homes  a  year  through  its  offii  u 
22  states  —  is  quickly  realizing,  as  are  their  savvy  homeowners^ 
benefits  of  e-commefee  customer  service. 

Bv   using   the   power  of  the   Internet   to   communicate,* 
program  allows  Centex  Homes'  customers  to  feel  they  are  supervl 
the  construction  of  their  new  home  without  having  to  ever  set* 
on  the  property. 
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IBM  PREMIER  BUSINESS  PARTNER: 
Clear  Technologies,  Inc. 


omer: 

Centex  Homes 

stry: 

Construction 

Don: 

e-business 

ication: 

Customer  Service 

Iware: 

IBMASMooe 

ware: 

Lotus  Domino 

ice/Support: 

Ongoing  technical  service  and  support 

Financing: 

No 

1-888-339-4244 
www.cleartechnologies.net 


eMflVIERCE 

rRIBUTION  SERVICE  TECHNOLOGIES 
VES  STONE  WHEELS  SOLUTION 


Timothy  Renehan,  co-president,  and  David  Fiorello,  sales  manager, 
Stone  Wheel  never  tire  of  their  savvy  e-business  solution. 


ystem  is  giving  us  a 
ervice-level  advantage 
hose  companies  that 
ill  doing  it  by  phone. 


I  SUCH  A  THIN-MARGIN  BUSINESS  AS 
itomotive  parts  distribution,  the  key  to  corporate  prosperity 
lay  prove  to  be  a  firm's  ability  to  use  the  burgeoning  field  of 
•commerce  to  secure  a  competitive  advantage.  That's  the  view 
/e  Fiorello,  sales  manager  at  Stone  Wheel  Inc.  of  Willowbrook, 
ompany  that  sells  high-quality  auto  parts  to  scores  of  franchise 
dependent  garage  owners  in  several  major  U.S.  cities. 
This  is  a  tough  business;  this  is  a  fiercely  competitive  business 
ke  a  lot  of  people  in  the  business  world  out  there,  we're  always 
Jang  for  any  sort  of  way  to  help  win  new  customers  and  help 

keep  the  old  ones,"  Fiorello  says. 
"And  now  we  think  we've  found 
an  excellent  way." 

This  "way"  is  the  brain- 
child of  Distribution  Service 
Technologies  Inc.  (DST),  an 
Vernier  Business  Partner,  based  in  Irvine,  Calif. 
)ST  has  established  a  system  through  which  garage  owners  can 
parts  from  their  distributor  —  in  this  case,  Stone  Wheel  —  over 
rernet.  It  provides  instant  notification  of  parts  availability  and 
s  Stone  Wheel  to  locate,  load  and  deliver  the  required  items  in 
e  as  30  minutes. 

Auto  parts  distribution,  right  now,  is  not  nearly  as  progressive 
ly  industries  in  terms  of  its  use  of  Internet  technology,"  says 
Ricketts,  product  manager  for  DST.  "But  it's  a  competitive 
ry;  and  therefore,  there  are  real  gains  to  be  made  by  those  who 
•  potential." 

he  system  is  simple  to  use  for  both  the  garage  owner  and  the 
utor.  DST  has  set  up  an  IBM  AS/400e  server  in  Atlanta  to 
lis  activity  so  that  the  distributor's  IBM  AS/400e  does  not  have 


to  become  "Web-enabled."  It  then  interacts  with  the  servers  at  the 
auto  parts  warehouses,  up  to  100  of  which  will  join  DST's  growing 
network,  servicing  several  thousand  garages. 

Fiorello  savs  that  many  of  Stone  Wheel's  customers  are  enthusi- 
astically making  the  shift  to  Internet  ordering.  They  can  find  out 
much  more  quickly  if  a  part  is  in  stock  at  the  warehouse  and  they 
appreciate  the  flexibility  of  being  able  to  place  their  orders  around  the 
clock,  rather  than  being  restricted  to  business  hours. 

More  importandy,  Fiorello  has  discovered  that  the  system  tends 
to  "lock  in"  the  company's  customer  base.  It's  so  convenient  and 
reliable  that  many  garage  owners  no  longer  bother  to  phone  around  to 
other  distributors  in  a  quest  to  save  a  few  pennies. 

"Price  is  obviously  an  important  factor  in  this  business,  but  so  are 
service  levels  —  and  this  system  is  giving  us  a  real  service-level  advantage 
over  those  companies  that  are  still  doing  it  all  by  phone,"  Fiorello  says. 
"We'll  happily  take  that  advantage  and  use  it." 

IBM  PREMIER  BUSINESS  PARTNER: 
Distribution  Service  Technologies  Inc.  (DST) 


Customer: 

Stone  Wheel,  Inc. 

Industry: 

Distribution 

Solution: 

e-business 

Application: 

On-line  Distribution 

Hardware: 

IBM  ASMooe 

Software: 

DST/400  distribution  software 

Service/Support: 

Ongoing  service  and  support,  Web  hosting 

IBM  Financing: 

No 

DST 

Dirtribution  Stmx 

1-800-70O4DST 

www.dstinc.com 
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UNITED  RENTALS  GROWS  TO 
700  BRANCHES 

ON  A  CONSTRUCTION  PROJECT,  GETTING 
the  needed  equipment  on-site  and  on  time  is  critical  for 
the  successful  completion  of  the  job.  Construction 
managers,  seeking  to  increase  their  efficiency  and 
decrease  their  costs,  often  look  to  rental  companies  to  provide  that 
equipment.  Rental  companies  that  consistently  meet  customers' 
needs  for  a  wide  variety  of  equipment  and  immediate  delivery  are 
likely  to  be  the  suppliers  of  choice. 

"Rental  companies  want  to  have  their  equipment  available  where 
construction  is  occurring,"  says  Marlene  Moncure,  director  of 
sales  for  W\nne  Systems,  Inc.  of  Long  Beach,  Calif.  An  IBM  Premier 
Business  Partner,  W\Tine  Systems  is  the  developer  of  The  RentalMan 
System™  software  that  has  revolutionized  the  equipment  rental 
industry. 

Rental  companies  that  have  multiple  locations  serving  a  partic- 
ular geographic  market  need  to  be  able  to  move  equipment  around 
to  maximize  its  usage  and  minimize  its  downtime.  The  only  way  to  do 
that  is  by  harnessing  die  power  of  the  IBM  AS/400c  and  by  using  a 
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real-time  database  for  which  RentalMan  was  developed. 

United  Rentals  Inc.  of  Greenwich,  Conn.,  has  done  just  i 
Formed  in  1997,  it  has  grown  to  include  over  700  branches  i 
North  America.  With  1999  revenues  of  $2.23-billion,  the  o 
manages  a  rental  fleet  in  excess  of  500,000  individual  units 
original  equipment  value  in  excess  of  $3-billion.  Getting  ma 
use  of  that  equipment  is  an  important  element  in  its  success, 
savvy  use  of  real-time  data  by  The  RentalMan  System  has  play 
key  role  in  United  Rentals'  growth. 

"Equipment  rental  companies  have  a  significant  amoun] 
money  invested  in  their  equipment  inventories.  A  critical  perfo 
ance  measure  for  this  industry  is  equipment  utilization,"  exp  i 
Moncure.  "RentalMan  allows  companies  in  the  industry  to 
real-time  access  to  the  availability  for  each  piece  of  equipment  I 
be  able  to  place  reservations 

RentalMan  allows  the 
construction  industry  to  have! 
real-time  access  to  the 
availability  for  each  piece  of 
equipment. 


on  each  unit.  It  also  helps 
them  minimize  downtime  for 
maintenance  and  tracks  both 
utilization  and  maintenance 
on-line." 

George  Cinquegrana, 
chief  information  officer  for 
United  Rentals,  agrees:  "We  can  view  real-time  equiprJj 
availability  at  all  our  branches,  which  maximizes  our  abilitwc 
satisfy-  customer  needs."  Cinquegrana  manages  United  Ren  I 
MIS  operations,  including  multiple  IBM  AS/400s  and 
3,000  IBM  Network  Stations. 

Wynne  Systems  Inc.,  in  partnership  with  United  Rent 
now  looking  at  using  the  power  of  the  Internet  and 
technology  to  get  information  to  customers  and  employees  mk 
field.  Coupled  with  an  on-line,  password-protected  account  r~ 
utilization  module  for  customers,  real-time  account  informa  I 
increases  each  customer's  ability  to  access  equipment  utiliza  j 
information,  make  strategic  decisions  and  complete  projects  on  t  ? 
United  Rentals'  customers  now  also  have  the  ability  to  purcfc 
used  equipment  on-line  through  United's  Web  site.  In  this  real-t  I 
environment,  equipment  is  flagged  for  sale  and  immediately  remJ 
from  inventory  the  minute  it  is  sold. 


IBM  PREMIER  BUSINESS  PARTNER: 
Wynne  Systems,  Inc. 


I 


Customer: 

United  Rentals  Inc. 

Industry: 

Construction 

Solution: 

e-business 

Application: 

Real-time  customer  access 

Hardware: 

IBM  AS/4006 

Software: 

The  RentalMan  System  * 

Service/Support: 

Training  and  ongoing  technical  support 

IBM  Financing: 

Yes 

United  Rentals'  vice-presia  *nt  and  chief  information  officer  George 
Cinquegrana,  is  riding  high  with  RentalMan. 


1-562^*37-3344 
www.wynnesystems.com 
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SYSTEMS  INTEGRATORS 
PLIES  SUDSY  SOLUTION 


»OPULAR  WISDOM  HOLDS  THAT  A  CLEAN 
car  simply  runs  better.  While  char  may  be  stretching  it, 
there  is  no  question   that  a  clean,   comprehensive  and 
integrated  IT  solution  can  make  a  far-flung  service  opera- 
n  much  better.  Just  ask  James  Nelson,  CEO  of  the  Ryko 
icturing  Company,  North  America's  largest  maker  of  car-,  bus- 
ck-washing  equipment. 

<Ve  built  this  business  one  car  wash  at  a  time,"  says  Nelson 
le  company's  headquarters  in  Grimes,  Iowa.  "But  our  business 
ived  out  of  the  factory  and  into  the  field.  We  now  have  over 
rvice  technicians  on  the  road,  covering  a  vast  geographic  area, 
s  critical  to  give  them  the  tools  thev  need  to  better  meet  our 
ers'  needs." 

yko  knew  it  needed  to  automate  its  service  force,  and  wanted  to 
its  technicians  with  enough  information  about  contracts, 
:ions,  service  histones  and  available  inventories,  that  they  would 
ely  be  able  to  operate  as  though  they  were  an  independent  service 

corporation.    The    com- 
to  help  clients  extend  their 
less  of  strategic  assets  that 
lay  have,  but  are  not  yet  fully 
;ing  -  and  data  is  certainly 
core  of  these  assets. 


pany's  rapid  growth  has 
meant  that  service  techni- 
cians were  just  relying  on  a 
patchwork  of  paper-based 
information    and    cellular 

phone  calls  to  co-ordinate 

their  efforts. 
d,  understandably,  Ryko  turned  to  MSI  Systems  Integrators,  an 
remier  Business  Partner  and  specialist  in  e-commerce  solutions 
tensive  experience  in  developing  solutions  for  manufacturers.  MSI 
s  Integrators  is  headquartered  in  Omaha,  Neb,  with  offices  in 
Minnesota,  Missouri  and  the  Dakotas. 

1SI,  together  with  its  partner  resources,  facilitated  an  extensive 
force  automation  solution  that  evolved  into  the  creation  of  a 
private  network.  Inventory,  customer  service,  invoicing,  payroll 
»acy  data  are  made  available  through  a  custom-designed  Lotus 
Domino  application  using  data  integrated  from  DB2  on  the 
.S/400e  via  Lotus  Enterprise  Integrator, 
vko's  service  technicians  now  plug  in  their  laptops  when  they 
lome  at  night  and  wake  in  the  morning  to  find  all  of  the  latest 
ate  information,  service  bulletins,  product  change  notifications, 
resources  information  and  responses  to  the  previous 
uenes  already  loaded  onto  their  computers. 
We've  come  a  long  way  in  a  very  short  time,"  admits  Nelson, 
quantum  leap  for  us,  but  we're  beginning  to  see  real  returns 
.  The  MSI  team  has  done  a  wonderful  job  achieving  our 
res." 
.on  Faltin,  director  of  e-integration  at  MSI,  says  that  it's  not 


James  Nelson,  chief  executive  officer,  Ryko  Manufacturing  washes 
away  time  delays  with  MSI  System  Integrators'  e-business  solution. 

unusual  for  an  implementation  to  grow  beyond  an  initially  defined 
business  need.  "We  try  to  help  clients  extend  their  awareness  of 
strategic  assets  that  they  may  have,  but  are  not  yet  fully  leveraging  — 
and  data  is  certainly  at  the  core  of  these  assets,"  he  says.  When  you 
are  able  to  draw  recommendations  and  provide  an  elegant  solution 
and  then  you  hear  back  from  both  the  executive  and  front-line  staff 
that  the  system  has  value  —  and  they  can  cite  specific  examples  of  that 
value  —  that's  a  very  good  feeling." 

IBM  PREMIER  BUSINESS  PARTNER: 
MSI  Systems  Integrators 

Customer:  Ryko  Manufacturing  Company 

Industry:  Manufacturing 

Solution:  e-business 

Application:  Service  Force  Automation 

Hardware:  IBM  AS/^ooe 

Software:  Lotus  Notes/Domino 

Service/Support:  Consulting,  application  design  and  ongoing 

application  development 

IBM  Financing:  Yes 


1-800-640-4674 
www.msiinet.com 


■  Business 

■  Partner 
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SONUS'  SPEEDY  MOVE  TO 
BECOMING  HEALTH-CARE  ASP 


VERY  SUCCESSFUL  ENTERPRISE  CONTINUALLY 
seeks  new  ways  to  do  business.  The  Sonus  Corporation  of 
Portland,  Ore.,  has  been  doing  just  that,  as  it  redefines 
how  patients  buy  and  service  their  hearing  aids. 
The  company  has  expanded  from  20  clinics  in  1997  to  over 
350  owned  or  franchised  clinics  by  year's  end  in  2000.  This  kind  of 
astronomical  growth  would  be  enough  for  many  corporations;  how- 
ever, Sonus  has  decided  to  also  position  itself  as  an  Application 
Service  Provider  (ASP)  for  the  hearing  health-care  industry.  This 
move  is  due,  in  part,  to  the  recent  success  of  its  rollout  of  500  Lotus 
Domino  personal  computers  loaded  with  its  new  customized  Patient 
Care  System  (PCS)  to  all  its  corporate  clinics. 

The  move  from  hearing  health-care  provider  to  becoming  an 
ASP  is  a  natural  one  for  Sonus.  As  a  business  consolidator,  Sonus 
looks  for  new  and  better  ways  to  provide  its  services  as  part  of  its 
continual  effort  to  build  on  its  success.  When  the  company  decided 
to  rollout  PCS,  they  turned  to  Pordand-based  Pacific  InfoSystems, 
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an  IBM  Premier  Business  Partner  also  headquartered  in  Port  i 
The  partnership  has  proven  to  be  a  win-win  arrangement  for 
companies. 

"Pacific  InfoSystems  became  our  key  resource  for  the  dei 
ment  of  over  500  personal  computers  and  laid  the  foundatio; 
the  Patient  Care  System,"  explains  Jeff  Weiss,  chief  infer: 
officer      for      the      Sonus 


We  are  becoming  an  Applical  n 
Service  Provider  (ASP)  modes 
the  health-care  industry. 


tc 

sl 


Corporation.  "They  handled 
the  removal  of  old  comput- 
ers, the  burning  of  the 
application  onto  the  new 
computers  and  all  help-desk  support.  The  entire  operation 
ahead  on  schedule  and  was  completed  in  90  days.  P;fit 
InfoSystems  was  very  helpful." 

"Our  relationship  with  Pacific  InfoSystems  has  allowed  i 
build  a  strong  ASP  foundation,"  says  Weiss.  "With  their  tech 
expertise    in    IBM    AS/400e,    PC    deployments    and   help- 
support,  it  has  allowed  us  to  become  an  ASP  model  for  the  hejfi 
care  industry." 

Sonus  ties  each  of  its  clinics  to  an  IBM  AS/400e  that  a 
the  customized  Lotus  Domino  Patient  Care  and  Clt 
Workflow  System. 

"Our  partnership  with  Sonus  has  been  very  dynamic,"  exp  r. 
Ed  Cover,  director  of  sales  for  Pacific  InfoSystems.  "For  Si  I 
it  means  that  rather  than  going  out  and  hiring  people  and 
taxing  their  resources,  we  have  been  able  to  handle  the  entire  n 
and  adjust  the  project  resources  as  needed.  Each  client  siti 
an  average  of  three  end  users  who  need  help-desk  suppo: 
the  PCS.  We  also  handle  all  the  diagnostics  and  problem  so 
for  Sonus." 

The  success  of  the  Patient  Care  System  coupled  with  a  :  * 
approach  to  end-user  support  by  Pacific  InfoSystems  has  put  S  ■ 
on  the  right  track  in  its  new  business  venture.  As  the  com* 
continues  to  add  five  new  clinics  a  month  to  its  portfolio,  P;ft 
InfoSystems  handles  each  new  installation.  Together,  both  comp 
are  seeking  to  revolutionize  the  way  patient  health-care  info: 
is  managed. 

IBM  PREMIER  BUSINESS  PARTNER: 
Pacific  InfoSystems 

Customer:  Sonus  Corporation 

Industry:  Health  Care 

Solution:  e-business 

Application:  Patient  Care  System  (PCS) 

Hardware:  Multiple  IBM  AS/^ooe  servers 

Software:  Lotus  Domino 

Service/Support:  Ongoing  support  for  Lotus  conversion  and  help-desk 

outsourcing 

IBM  Financing:  No 


mP 
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Matthew  McSheehy  (left),  network  administrator  and  Jeff  Weiss 
(right),  vice-president  and  10,  Sonus  Corporation  are  all  ears  as 
their  new  e-business  solution  works  wonders. 


1-503-290-2151 
www.pacinfosys.com 
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A^fe  A  CASE? 

1  SOLUTIONS  STATIONS 
rTERS  ON  THE  WEB 


;  YOU'RE  THINKING  OF  THE  POPULAR  IMAGE  OF 
ttorneys  lugging  around  suitcases  brimming  with  paper,  think 
gain  when  it  comes  to  the  law  firm  of  Finkelstein,  Levine, 
jittelsohn  &  Partners,  based  in  New  York  State, 
his  is  a  law  firm  with  a  high-tech  vision  that  could  change  the 
w  is  practiced.  Says  managing  partner  Andrew  Finkelstein: 
■anted  to  harness  the  power  of  the  Internet  as  an  e-business 
)  deliver  our  legal  services."  And  harness  that  power  they 
Ath  the  assistance  of  IBM  Premier  Business  Partner, 
Solutions. 

ecognized  bv  many  as  the  premier  personal  injury  law  firm  in 
America,  Finkelstein,  Levine,  Gittelsohn  &  Partners  wanted 
nice"  to  really  mean  full  access  bv  its  clients  to  its  offices  and 
:ys  by  providing  24/7  service  through  the  Internet. 
you've  been  in  an  accident,  you  can  surf  to  the  firm's  Web  site 
awampm.com),  find  out  about  the  firm,  fill  out  a  question- 
naire called  "Do  I  Have  a 
■.  a  law  firm  with  a 
jch  vision  that  could 
e  the  way  law  is  practiced. 


Case?"  and  a  representative 
will  call  you  back  in 
30  minutes  to  tell  you  if 

you  do  indeed  have  a  case. 

It's  that  simple.  No  travel- 
)  hassle,  no  cooling  your  heels  on  the  phone,  waiting  for  an 
:y  to  return  your  call. 

)nce  the  firm  signs  you  on  as  a  client,  you're  provided  with  a 
)  and  password  to  access  vour  file  any  time,  day  or  night. 
;  can  even  view  their  case  documents  on  the  Web  without 
to  ask  for  them  —  whenever  they  wish. 

v'hen  Finkelstein  decided  to  invest  in  this  technological  law 
of  the  future,  he  turned  to  REAL  Solutions  to  help  him 
this  very  savvy  solution.  David  Wolff,  chief  technology 
,  Internet  &  e-business  strategy  for  REAL's  parent  company, 
nino  Resources,  Ltd.,  describes  REAL's  role  with  the  law  firm 
illy  collaborative.  "REAL  was  able  to  integrate  Finkelstein's 
less  solution  with  all  its  back-office  technology  to  create  a 
ss-minded,  workable  solution."  Wolff  adds,  "Sure  this 
m  has  sex  and  sizzle,  but  essentially  it's  not  about  that  —  it's 
offering  a  high-service  customer-driven  solution  that  is 
»ble  to  other  professions  and  businesses." 
lonsequentlv,  Finkelstein,  Levine,  Gittelsohn  &  Partners,  which 
attorneys  on  staff,  has  become  100  per  cent  paperless.  Every 
xmdence  that  comes  to  the  firm  is  scanned  and  made  available 
its  through  their  secure  password. 

b  make  this  solution  work,  REAL  used  Lotus  Domino 
ite  the  Web  site  and  to  provide  the  workflow  process  needed 


Andrew  Finkelstein,  managing  partner,  Finkelstein,  Levine, 
Gittelsohn  &  Partners,  is  harnessing  the  power  of  the  Internet  to 
deliver  legal  services. 

for  the  "Do  I  Have  a  Case?"  process.  Domino  also  provides 
the  security  for  the  site  using  the  Domino  access  control  list.  The 
IBM  AS/400e  powers  the  entire  site. 

Wolff  says,  "What's  wonderful  about  this  solution  is  that  it  is 
unique.  It  is  customer  service  for  the  2 1st  century."  His  philosophy 
is:  when  you  design  a  solution  for  a  customer,  these  days  it  must  be 
designed  for  one. 

The  brilliance  of  this  savvy  solution  is  that  the  more  time  the 
attorney  spends  on  the  phone  with  the  client,  the  more  time  the 
attorney  isn't  really  working  for  the  client.  Finkelstein,  Levine, 
Gittelsohn  &  Partners'  solution  addresses  this  long-standing 
challenge  and  it  turns  into  a  win-win  situation  for  both  the  client 
and  the  lawyer. 

IBM  PREMIER  BUSINESS  PARTNER: 
REAL  Solutions 

Customer:  Finkelstein,  Levine,  Gittelsohn  &  Partners 

Industry:  Legal 

Solution:  Small  and  medium  business 

Application:  Customer  Service 

Hardware:  IBM  ASMooe 

Software:  Lotus  Domino 

Service/Support:  Consultation  and  implementation 

IBM  Financing:  No 


SOLUTIONS 

1-80O35&-3475 
www.realapps.com 


I  Business 
Pirtner 
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FIRST  AMERICAN  CREDCO 
CONSOLIDATES  ITS  SERVERS 

THERE  CAN  BE  A  DOWNSIDE  FOR  A  COMPANY 
that  experiences  sudden  growth.  And  David  Byron  used  to 
look  at  it  even'  dav  when  he  arrived  at  work.  "Our 
technological  infrastructure  was  a  nightmare  —  it  was 
disorganized,  it  was  confusing  and  it  couldn't  keep  up  anv  longer 
with  what  we  were  asking  it  to  do,"  recalls  Bvron,  senior  systems 
administrator  for  First  American  Credco,  a  credit  reporting  agency 
based  in  Powav,  Calif.  "Let  me  tell  you  —  it  wasn't  pretty" 

By  winning  new  customers  and  by  purchasing  industry  rivals, 
First  American  had,  in  the  space  of  two  years,  gone  from  issuing  about 
1 8.000  credit  reports  a  dav  to  more  than  1 00,000.  The  expansion  was 
great  news  for  the  company  and  its  future  —  but  it  left  B\Ton  presiding 
over  roughly  40  independent  IBM  RS/6000  servers. 

"There  was  no  centralized  control  and  the  clutter  of  it  all  was 
unbelievable."  says  Byron,  echoing  the  lament  of  many  IT  specialists 
who  work  at  rapidly  expanding  companies.  "We  were  getting  near  the 

breaking    point,    where    the 
You  really  can't  overestimate  the  problems  would  really  start 

Importance  of  the  technological  to  affect  the  business." 

Infrastructure  being  able  to  expand  Enter   Direct   Systems 

with  the  business.  Support    (DSS),    an    IBM 

Premier    Business    Partner, 

located  in  San  Diego,  Calif. 
DSS  worked  with  first  American  during  a  period  of  18  months  to 
plan  and  implement  a  massive  consolidation  of  the  company's  pro- 
duction system  -  from  the  confusing  and  inefficient  farm  of  stand- 
alone servers  into  a  single  14-node  IBM  RS/6000  SR  Included  in  the 
overhaul  was  the  installation  of  a  DSS  custom-designed  and  -built 
Web  interface  that  offers  a  single  point  of  control  for  all  applications 
—  a  feature  that  saves  tune  and  greatly  improves  the  ease  of  operation. 
S.us  Jimmy  Herbst.  president  and  GEO  oi  DSS.  "DSS  has 
demonstrated  in  the  past  our  ability  to  meet  complex  customer 
demands  with  a  high  level  ol  customer  satisfaction.  DSS  will  continue 
to  make  the  necessar}  investments  in  the  resources  required  to  provide 
IBM  state-of-the-art  solutions  to  our  customers." 

"Another  one  of    die  key  aspects  of   this  solution  is  that  the 
s\su-m  we  put  in  place  ensures  high  availability  and  scalability,  which  is 
of   great  concern  to  any  company  that's  growing  at  a  swift  rate."  s.us 
Mark  Steele,  senior  systems  architect  at  DSS.  "You  really  can't  over- 
estimate the  importance  of  the  technological  infrastructure  Feme;  able 
«  ith  the  business.  I  'tili/mg  the  IBM  RS    6000  SP  hardware 
h  the  addition  of  IBM  software  solutions,  we  were  able 
liability  and  availability  ^oals." 

ili.u  the  investment  in  this  saw) 
ups  that  used  to  take  up  to 
in  Iiss  than  an  hour,  using  a 


(Left  to  right)  Mark  Steele,  senior  systems  architect,  Kevin  Rozyne 
director  of  professional  services  and  Jimmy  Herbst,  president  and  CI 
DSS  with  Cary  Burch,  senior  vice-president/chief  information  office 
First  American  Credco,  are  consolidating  servers  for  savvy  success 

DSS-designed  Tivoli  Storage  Management  solution.  Reliability  I 
improved  dramatically.  Most  importantly,  Byron  no  longer  neec  :o 
watch  uneasily  as  the  old  servers  struggle  to  keep  up  with  ores 
during  peak  business  hours. 

"There  used  to  be  a  real  ripple  effect,  and  things  would  realli  1 
bogged  down  during  the  heaviest  part  of  the  dav,"  Bnon  notes.  "  d 
that's  not  a  good  thing  when  clients  are  expecting  a  response  win 
30  seconds  of  pressing  their  Return  key" 

Today  with  DSS's  server-consolidation  solution,  slowdowns? 
a  thing  of  the  past.  And  so  is  the  concern  with  which  Bvron  use  c 
gaze  at  his  firm's  technological  infrastructure. 

IBM  PREMIER  BUSINESS  PARTNER: 
Direct  Systems  Support  (DSS) 


Customer: 

First  American  Credco 

Industry: 

Financial 

Solution: 

Server  Consolidation 

Application: 

Credit  Reporting 

Hardware: 

IBM  RS/6000  SP 

Software: 

Informix,  AIX,  MQ-series,  TSM,  Net  Dispatcher 

Service/Support: 

Ongoing  technical  support  and  service 

IBM  Financing: 

Yes 

www.directsystemssupport.com 
1-888-234-RISC  (7472) 


Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  All  other  company  a » 
product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
The  products  and/or  services  described  herein  are  provided  by  an  IBM  Business  Partner,  whicM 
independent  entity  and  offers  its  products  and  services  under  its  own  terms  and  conditions.  IBM  » 
this  story  as  an  example  of  a  Business  Partner  implementation  only.  The  advertisement  an.* 
fulfillment  of  any  conditions  or  offers  described  herein,  unless  explicitly  stated  otherwise,  are  thef 
responsibility  of  the  IBM  Business  Partner.  The  results  and  experiences  of  individual  customers  wilff 
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04  years  of  my  life  for  an  M.B.A.,"  says  Jim  Walker,  a 
ounder  of  the  school's  e-commerce  club. 
The  one-year  aspect  of  the  program,  however,  isn't  without 
It-in  weaknesses.  MSEC  students  miss  out  on  one  of  the  most 
cial  opportunities  of  a  two-year  business  school  program:  the 
isummer  internship.  In  response,  CMU  has  come  up  with  a 
-week  practicum  that  allows  students  to  work  with  real  com- 
lies  on  real  problems.  The 
)fessors  are  responsible  for 
ntifying  and  getting  a  com- 
:ment  from  partnering  com- 
lies.  The  practicums,  like 
program  itself,  had  a  shaky 
rt.  "Companies  wanted  us 
give  them  an  example  of 
tat  MSEC  students  could 
for  them,  but  we  had  noth- 
;  to  show  them,"  explains 
jkhopadhyay.  He  pauses, 
low  we  have  that." 

L  THE  RIGHT  MOVES 

ven,  Sloan,  Wharton,  and 
Hogg  business  schools 
ve  electronic  commerce  or 
)usiness  concentrations, 
d,  according  to  the  Inter- 
tional  Association  for 
inagement  Education,  11 
ler  schools  have  similar 
ister's  programs,  including 
:  University  of  Denver,  the 
liversity  of  Georgia,  and 
:  University  of  San  Diego, 
t  what  separates  Carnegie 
lion's  program  from  others 
that  it  operates  the  same 
ly  as  the  ever-changing 
>rld  of  e-commerce. 
"Our  program  moves  at 
:  speed  of  this  New  Econ- 
ly,"  explains  Mukhopad- 
ay.  "Also,  like  e-business, 
doesn't  necessarily  wait 
til  everything  is  fully  inte- 

ited."  CMU  professors  and  students  laud  the  school's  flexi- 
ity.  Classes  often  stray  from  the  set  curriculum  to  discuss 
ppenings  in  the  technology  world.  One  day,  an  introduc- 
:y  class  spent  its  entire  45-minute  instruction  period  dis- 
ssing  the  ramifications  of  a  suit  brought  against  Amazon's 
tent  of  one-click  ordering. 

The  business  professors  also  love  MSEC's  seven-week  mini- 
urse  format,  designed  to  teach  many  topics  in  a  short  time, 
•e  program  gives  the  professors  a  chance  to  expand  their 
rizons  and  teach  some  of  the  most  exciting  current  topics. 
>urses  offered  on  top  of  traditional  business  school  core 
isses  include  electronic  payment  systems,  human/computer 
eraction,  supply  chain  management,  and  competitive  strategy. 
Not  all  of  CMU's  professors  were  thrilled  with  the  new 


inside  Posner  Hall,  Carnegie  Mellon's  MSEC  program  offers 
specialized  classes  on  topics  such  as  human/computer 
interaction  and  electronic  payment  systems. 


format.  Some  computer  science  professors  opted  out  of  teach- 
ing e-commerce  courses  because  they  could  not  adequately  fit 
their  curriculum  into  seven  weeks.  In  their  computer  network- 
ing class,  students  won't  learn  all  the  details  of  setting  up  a 
network,  but  the  professors  teach  them  how  to  make  knowl- 
edgeable decisions  about  which  company  —  IBM,  Exodus,  or 
Qwest,  for  example — should  cohost  their  site.  "It's  a  question 

of  balancing  the  [students'] 
need  to  know  the  details  with 
what  they'll  really  need  to 
know,"  says  Raj  Reddy,  a 
professor  of  computer  sci- 
ence and  a  cofounder  of  the 
program. 

In  past  years,  Carnegie 
Mellon  was  primarily  known 
for  its  robotics  program,  a 
major  focus  of  technology  in 
academia  decades  ago.  But 
now  that  information  technol- 
ogy has  preempted  robotics  as 
the  wave  of  the  future,  CMU 
has  made  some  subtle  but  signi- 
ficant changes.  Its  robotics 
scientists,  such  as  Professor 
Katia  Sycara,  have  translated 
their  skills  to  developing 
knowledge  agents  ("the  new 
age  of  robots,"  says  Reddy). 
Professor  Robert  Thibadeau  is 
one  of  the  foremost  authori- 
ties on  Web  security;  Professor 
Michael  Shamos,  a  three-bag- 
ger (he  has  posts  in  law,  busi- 
ness, and  computer  science), 
is  hailed  as  one  of  the  leading 
experts  in  legal  matters  on  the 
Net.  In  fact,  when  Reddy  and 
the  business  school's  dean, 
Douglas  Dunn,  started  the 
MSEC  program,  they  were 
amazed  at  how  little  recruit- 
ing they  had  to  do  to  fill  out 
their  ranks. 

Now  Mukhopadhyay  and 
Shamos  are  focusing  on  other  ways  to  enhance  the  program. 
For  example,  the  university's  location  in  Pittsburgh,  Pennsyl- 
vania, puts  it  far  from  the  center  of  the  tech  industry,  so  CMU 
scheduled  a  trip  to  Silicon  Valley  to  allow  its  students  to  meet 
with  companies  halfway  through  the  school  year.  Now  there 
is  talk  of  a  satellite  CMU  campus  in  Silicon  Valley,  in  partner- 
ship with  NASA.  Also,  to  keep  up  with  the  new  issues  in  the 
field,  CMU  added  a  corporate  communications  simulation 
class  and  dropped  others,  like  an  HTML  programming  course, 
due  to  the  feedback  of  the  graduating  class  of  '00. 

Meanwhile,  the  MSEC  class  of  '01,  some  60  strong,  has 
already  completed  its  first  minicourse.  "For  the  time  being, 
we're  creating  energy  and  excitement,"  says  Dunn.  Just  like 
an  e-commerce  startup.  ■ 
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For  more  information,  visit 
us  at  www.bmc.com.  We'll  be 
there.  We're  always  there. 


<bmcsoftware 


Assuring  Business  Availability" 


IT-       THE    CONSTANT    AND    rupld    CHANGES       "" | 
IN     TECHNOLOGY     HAVE     LEFT     ROOM 
FOR    ONLY    TWO    KINDS    OF    E-BUSINESSES: 
THE     QUICK     AND     THE     DEAD. 

It's  no  longer  business  as  usual.  For  you,  or  your  competition. 
Which  is  why  nearly  all  the  Fortune  500®  rely  on  us  to  survive- 
and  thrive— in  today's  ever- changing,  unpredictable  environment. 

We  are  BMC  Software.  The  world's  leading  provider  of  systems 
management  solutions.  Software  that  keeps  your  business-critical 
applications  up  and  running  around  the  clock.  We  offer  the 
fastest  implementation  of  the  most  comprehensive  e-business 
management  systems.  And  our  exclusive  OnSite™  program  is  your 
seal  of  assurance  that  your  e-business  will  be  on-line,  all  the  time. 
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as  Vegas  is  a  town  famous  for  its  shows.  There  are  terrific 
ones,  like  Cirque  du  Soleil  and  The  Flying  Elvi.  There  are  shopworn 
performances,  like  Siegfried  &  Roy,  and  Wayne  Newton.  And  then  there 
is  Comdex.  Once  upon  a  time,  Comdex  was  happening.  A  quarter- 
million  of  high  tech's  best  and  brightest  showed  up  each  November 
to  introduce  the  latest  and  coolest.  Electronic  technology  was  magical 
and  mystical,  and  the  neon-illuminated  desert  was  the  perfect  place 
for  revelations.  But  while  the  city  was  mutating  into  a  kind  of  dizzy 


Disneyland,  with  Venice  and  Paris  and  New  York  sprouting  up  like  the 
visions  of  an  anchorite  in  desperate  need  of  a  cold  lemonade, 
Comdex  was  sliding  into  middle  age.  And  as  digital  technology 
reaches  into  every  possible  moneymaking  niche,  offerings  at  the 
annual  show  can  now  be  sad  and  seedy.  The  big  companies  and  the 
best  gadgets  and  sometimes  even  King  Bill  the  Misunderstood  still 
put  in  appearances,  but  out  at  the  edges-where  attendees  stumble 
along  in  a  kind  of  daze  and  cleavage  replaces  cleverness -odd  offer- 
ings, exhaustion,  and  cyberhype  reign.  Into  that  realm  we  sent  a 
photographer  with  an  eye  for  oddity,  and  this  is  what  he  saw. 

OWEN  EDWARDS 

PHOTOGRAPHY  BY  MAX  AGU I LERA-H ELLWEG 
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10WDS  AND  POWER 


eft)  Bill  Gates  speaks  to  a 
<ooky  group  of  the  Microsoft 
ithful,  while  throngs  of  techo- 


;es  follow  their  bliss. 


WHERE'S  DILBERT? 


(Above  and  left)  As  sensory  over- 


load leads  to  exhaustion,  the 


convention  floor  fills  with  the  lost, 


lonely,  and  listless.  Only  a  very  tall 


cartoon  character  and  his  human 


cousin  seem  fully  focused. 
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THE  MILD  ONE 


(Left)  While  a  geezer  rider  does 
virtual  wheelies,  (below)  a  strange 


cult  of  beanbag  chair  devotees 


meditates  on  the  wonders  of 


bandwidth. 


Li 


THE  NITTY  MAGRITTY 


(Left)  Bowler  hats  may  be  passe, 


but  the  plaid  jacket  never  goes 


out  of  style.  (Below)  Ditto  a 


vivacious  young  woman,  almost 
laptopless. 
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CHOOSING  A  FIRM  TO   HOST 

YOUR  WEB   SITE  IS   LIKE  CHOOSING 

A  TEAMMATE   FOR   BASKETBALL. 


PICK  THE   DOMINANT  FORCE.   DIGEX, 


WWW.DIGEX.COM/FRBS        1  -  BBS  -  DIGEXD1 


■ 

<£-game  to  win.  Go  with  the  managed  hosting  powerhouse  the  whole  industry  looks  up  to- 
business  with  unparalleled  technical  expertise.  Grow  with  supremely  scalable  solutions.  A 
l^eliabtftef.  Give  your  e-Business  one  massive  edge:  industry-leading  performance.  H 
>entis  :an.'«She  'Nqft,  depend  on  managed  Web  and  application  hosting  from  Digex.  The  one  f 

your'tearttif  you're  playing  to  win. 

T. 


[7 


Shaquille  O'Neal 


managed  hosting  began.  Where  managed  hosting  is  going. 


igex.  Inc.  All  trademarks, 


tive  owners.  All  rights  reserved. 


SPECIAL  SECTION:  B2B 


B2B...to  Be? 

MAPPING  THE  FUTURE  OF 

BUSINESS-TO-BUSINESS 
COMMERCE 


BY  CLINT  WILLIS 


THOSE  INVESTORS  WHO  PONDER  B2B 
e-commerce  reports  can  understand  how 
explorer  James  Cook  may  have  felt 
about  the  so-called  maps  of  18th-century 
cartographers.  The  B2B  reports  don't 
sport  huge  blank  spaces  or  head  shots  of 
sea  monsters,  but  they  are  incomplete, 
confusing,  and  often  contradictory. 
Small  wonder.  "Nobody  fully  understands  yet 
what's  going  to  happen  in  the  B2B  space,"  admits 
venture  capitalist  John  Mumford,  whose  Wood- 
side,  California,  firm  Crosspoint  Venture  Partners 
has  funded  more  than  50  B2B  e-commerce  compa- 
nies. "There  is  plenty  of  hype  around  exchanges 
and  technology." 

Still,  as  any  explorer  (or  investor)  will  tell  you, 
most  rewards  come  when  you  least  expect  them.  "B2B 
is  still  in  the  embryonic  stage,  but  when  this  baby  is 
born  it's  going  to  be  huge,"  says  Hollis  Bischoff,  VP 
of  e-business  strategies  at  Meta  Group.  "The  people 
who  pay  attention  now  will  reap  the  rewards." 

In  that  spirit,  we  set  out  to  create  our  own 
map  of  the  B2B  world  as  it  looks  today — and  offer 
a  glimpse  of  how  it  may  look  in  the  future.  Our 
ultimate  goal  is  to  determine  the  trends  that  will 
determine  the  leaders  in  the  next  half  decade — and 
then  identify  those  leaders. 

B2B  bulls  love  to  cite  Forrester  Research  figures 
claiming  that  by  2004,  companies  will  sell  $2.7  tril- 
lion in  goods  online,  up  from  $406.2  billion  this 
year.  That  makes  B2B  e-commerce  10  times  as  big 
as  the  business-to-consumer  (B2C)  market.  Sounds 
great — but  the  bulls  often  forget  to  add  that,  at 
most,  only  about  10%  of  that  money  will  go  to  B2B 
companies  that  create  or  support  the  platforms  for 
these  online  exchanges  and  marketplaces. 


Most  experts,  investors,  and  analysts  recognize 
that  B2B  marketplaces  are  still  in  their  startup 
stages,  with  low  transaction  volumes  and  relatively 
small  communities  of  users.  Total  revenues  for  the 
two  leading  life  sciences  market  maker  sites  — 
Chemdex  and  SciQuest.com  —  as  yet  equal  only 
about  1%  of  the  worldwide  life  sciences  products 
market.  "You  hear  all  kinds  of  talk  about  critical 
mass  and  the  network  effect,  but  neither  exists 
yet,"  says  Jon  Ekoniak,  senior  B2B  commerce  ana- 
lyst at  US  Bancorp  Piper  Jaffray. 

Nevertheless,  the  best  marketplaces  are  growing 
quickly,  and  even  a  $270  billion  marketplace  is 
nothing  to  sniff  at.  What's  more,  most  of  that  money 
is  still  up  for  grabs — making  this  a  great  time  to  try 
to  figure  out  who  will  get  their  hands  on  it. 

VERTICAL  MARKET  MAKERS: 
SELLING  INDUSTRY-SPECIFIC  GOODS 

Vertical  market  makers  create  and  nurture  online 
exchanges  for  buyers  and  sellers  in  one  or  more 
vertical  industries,  such  as  chemicals  or  electronic 
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B2B...70  BE? 


ENABLERS 

Companies  that  sell 

the  tools  to  build  the 

marketplaces 


Companies 

that  sell  specialty 

products,  e.g.,  software 

for  auctions, 

catalogs 


Companies 

that  sell  full-service 

products 


VERTICALS 

Marketplaces  for 

goods/services  that  are 

industry-specific,  e.g.,  steel, 

autos,  chemicals 


MRO 

A  type  of  horizontal 

marketplace  that  sells 

office  supplies, 

screws,  etc. 


Some  full-service 
companies  are 
becoming 
horizontal 
marketplaces 


HORIZONTALS 

Marketplaces  for 

goods/services  needed  by 

companies  regardless  of 

industry,  e.g.,  used  office 

equipment,  shipping, 

advertising  space 


3B 


components.  Often,  such  markets  are  run  by  neutral  third  par- 
ties. For  example,  Altra  Energy  Technologies  has  a  site  where 
large  energy  companies  buy  and  sell  electricity,  natural  gas,  natu- 
ral gas  liquids,  and  crude  oil.  These  types  of  marketplaces  offer 
various  transaction  models  (catalogs,  auctions,  etc.)  that  all  kinds 
of  buyers  and  sellers  can  employ. 

The  opportunities  for  neutral  vertical  market  makers 
depend  in  large  part  on  the  markets  they  choose.  The  most 
successful  of  these  market  makers  serve  industries  that  stand 
to  derive  the  greatest  potential  savings.  In  particular,  Goldman 
Sachs  estimates  that  B2B  commerce  will  reduce  costs  by  2%  to 
39%  or  more  in  17  industries,  from  aerospace  to  steel. 

For  starters,  the  most  solid  market  makers  act  .is  a  market 
for  goods  that  are  relatively  fungible,  such  as  computer  com- 
ponents and  electric  power.  These  types  of  goods  are  easy  for 
buyers  to  compare  offerings  between  a  variety  of  suppliers. 
Perishable  items  such  as  food  also  are  ideal  because  online 
exchanges  may  offer  the  only  way  to  sell  them  at  a  good  price 
at  high  speed.  It  also  helps  to  target  industries  suffering  from 
glaring  inefficiencies.  For  example,  Bidcom  offers  project 
management  software  and  e-commerce  services  in  the  $3.9 
trillion  construction  space,  where  coordinating  hundreds  of 
contractors  and  subcontractors  causes  massive  headaches. 

Perhaps  most  important,  vertical  market  makers  will  do  best 
in  fragmented  industries.  Such  industries 
stand  to  benefit  most  from  a  centralized 
marketplace  that  makes  it  easier  lor  gco- 
hic.ilh  scattered  buyers  and  sellers  to 
find  one  another.  One  example  is  the  auto- 
calls aftermarket,  with  250.000 
repair  shops  scattered  across 
it's  a  juiq  target  for  a  firm 
h  uives  the  repair  shops 
:>>usaiuts  of  automo- 
;  pliers  nationwide. 
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VERTICAL  MARKET  MAKERS 

THE  LOSERS: 

Neutral  marketplaces  in  the 
auto,  aerospace,  paper,  and 
retail  industries 

THE  WINNERS: 

Bidcom,  Arbinet,  e-Steel,  and 
VerticalNet 


More  consolidated  industries  are  less  attractive  targets  fc 
neutral  market  makers  —  in  part  because  the  dominant  pla 
ers  in  those  industries  are  creating  their  own  exchanges.  Fc 
example,  AutoExchange,  a  high-profile  keiretsu  (a  conglon 
erate  of  companies  in  which  each  party  provides  unique  valu 
for  the  entity's  collective  good)  among  Ford,  Chrysler,  an 
GM,  creates  an  e-market  where  suppliers  can  compete  fc 
sales  to  the  Big  Three. 

Similar  arrangements  in  industries  such  as  aerospace,  pape 
and  retail  have  popped  up  in  the  last  few  months.  Most  offi 
immediate  liquidity  to  buyers  and  sellers  (unlike  neutral  vertic 
marketplaces,  which  are  still  scrambling  to  attract  users)  ; 
well  as  the  threat  of  daunting  competition  to  any  neutr. 
parties  that  might  be  tempted  to  set  up  marketplaces  in  tho 
sectors.  "The  game  is  already  over  in  the  auto  industry,"  sa; 
Steve  Kafka,  B2B  analyst  at  Forrester  Research. 

Even  in  unconsolidated  markets,  neutral  market  make 
still  must  deliver  specialized  expertise  to  stay  competitive 
the  long  term.  "I'd  rather  see  some  old  guy  with  wing  tips  ar 
30  years'  experience  in  the  chemical  industry  running  a  chemic|: 
e-marketplace  than  a  young  kid  with  a  lot  of  technology  exp 
rience,"  says  Mumford.  "You  can  always  find  the  technolof 
guys  needed  to  make  the  marketplace  work,  but  it's  the  indu 
trv  -specific  expertise  that  sets  a  vertical  marketplace  apart 

It's  still  too  early  to  say  which  veri 
cal  market  makers  will  survive,  let  alot 
which  ones  will  prosper.  But  we  can  s 
that  some  firms  have  chosen  the  ri 
place  to  do  battle — and  brought  wit 
them  the  right  skills.  Besides  Bidconi 
analysts  single  out  Arbinet,  e-Steel,  ar 
VerticalNet. 

Bandwidth  market  maker  Arbin 
links  up  buyers  and  sellers  of  local  ar 
long-distance    calling    minutes- 
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CIBER^s  the  trusted  technology  leader  transforming  businesses  into  the  agile,  scalable 
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fragmented  market  for  what  is  essen- 
tially a  commodity  product.  The  value 
proposition  is  huge:  Only  20%  of  tele- 
com networks  worldwide  are  in  use  at 
any  given  time,  making  Arbinet  an  out- 
let to  transact  the  remaining  80%.  The 
firm  also  employs  proprietary  software 
to  rate  the  quality  of  the  bandwidth 
being  bought  and  sold.  Industry  expertise?  Chairman  and 
CEO  Tony  Craig  headed  up  GE  Information  Services,  and 
President  Curt  Hockemeier  is  a  20-year  cable  industry  veteran 
who  served  as  COO  of  AT&T  Broadband. 

The  steel  industry  includes  thousands  of  players,  and 
e-Steel  has  signed  up  more  than  2,600  of  them.  Meanwhile, 
its  CEO,  Michael  Levin,  has  nearly  30  years  in  the  steel  indus- 
try. That  experience  told  him  to  focus  on  creating  an 
exchange  that  can  preserve  long-term  relationships  between 
buyers  and  suppliers — a  key  to  e-Steel's  success  so  far. 

Market  and  media  darling  VerticalNet  is  banking  on  diver- 
sification to  see  it  through  the  twists  and  turns  of  the  next 
year  or  two  and  (with  luck)  beyond.  The  firm  has  created 
marketplaces  in  56  industries — from  adhesives  and  sealants 
to  waste  management.  "A  portfolio  approach  is  a  great  hedge 
against  slow  adoption  in  one  or  two  verticals,"  says  Tim 
Klein,  senior  research  analyst  at  US  Bancorp  Piper  Jaffray.  "It 
also  lets  a  market  maker  leverage  hardware  technology 
investments  across  industries." 

HORIZONTAL  MARKET  MAKERS: 
SELLING  GOODS  ACROSS  INDUSTRIES 

Horizontal  market  makers  link  buyers  and  sellers  of  generic 
goods  and  services  that  just  about  everyone  uses  and  that  cut 
across  industries.  A  prime  example:  cleaning  chemicals,  office 
furniture,  and  supplies — cumulatively  known  as  MROs:  mainte- 
nance, repair,  and  operations  goods.  One  of  the  leaders  in  this 
area  is  a  company  appropriately  called  MRO.com. 

BizBuyer,  another  online  market  maker,  has  earned  praise 
from  analysts  by  catering  to  the  MRO  needs  of  small  companies. 
"It  doesn't  matter  if  you're  a  small  coffee  shop  or  a  small 
publishing  company,"  says  analyst  Klein.  "We  all  buy  the  same 
office  supplies  and  use  them  the  same  way." 

It's  no  surprise  that  most  of  the  promising  companies  in  this 
sector  deal  in  relatively  fungible  goods  and  services,  or  that 
MRO  is  the  most  talked-about  sector  in  the  marketplace.  It 
doesn't  hurt  that  MRO  represents  30%  to  35%  of  manufacturing 
companies'  expenses  and  50%  of  service  companies'  expenses. 

But  MRO  isn't  the  only  horizontal  B2B  game.  K-Credit  pro- 
vides online  credit  information  to  sellers  and  helps  arrange 
financing  to  buyers.  Another  horizontal  market  maker,  The 
National  Transportation  Exchange,  targets  the  $31   billion 
annual  market  for  unused  trucking  capacity;  it  maintains  a  mar- 
ker where  companies  with  empty  truck 
space  can,  in  real  time,  find  guys  looking 
hip  stuff.  TradeOut.com  and  Dom- 
ic in  the  $1  trillion  marker 
industrial  equipment.   Other 
is  include  human  resources 
ind  media  buying  (Adauc- 


HORIZONTAL  MARKET  MAKERS 

THE  LOSERS: 

Sites  that  don't  partner  vertically 

THE  WINNERS: 

BizBuyer,  FreeMarkets,  E-Credit 


ENABLERS 

THE  LOSERS: 

Niche  players 

THE  WINNERS: 

Ariba    Commerce  One,  Oracle 


One  company  being  closely  watchi 
is  FreeMarkets,  which  is  trying  to  ta 
this  whole  process  to  the  next  ste 
Instead  of  dealing  with  everyday  goo 
such  as  cleaning  supplies,  FreeMarh 
is  helping  companies  buy  the  conter 
of  the  products  they  manufacture.  Th 
requires  deep  expertise  in  the  industri 
they  serve.  FreeMarkets,  for  example,  must  identify  ai 
attract  suppliers  across  a  broad  range  of  industries  to  parti 
pate  in  the  auctions  it  conducts  for  customers.  The  fit 
meets  that  challenge  by  hiring  industry  experts  in  sectc 
ranging  from  energy  to  electronics  components.  "Few  mj 
ket  makers  can  afford  not  to  have  domain  expertise  of  soi 
kind,"  says  Klein. 

Domain  expertise  can  act  as  a  barrier  to  entry,  but  m( 
horizontal  market  makers  still  must  rely  on  superior  tec 
nology  to  fend  off  competitors.  Lehman  Brothers  anal) 
Patrick  Walravens  cites  E-Credit  as  an  example.  "If  100  od 
companies  had  a  search  engine  faster  than  E-Credit 
E-Credit  wouldn't  be  a  player  for  long,"  he  says.  Ken  Fox 
founder  of  B2B  holding  company  Internet  Capital  Grot 
cites  Logistics.com  (which  ICG  partially  owns):  Its  proprieta 
technology  helps  companies  plan  often  complex  shippi 
needs  online. 

Finally,  partnerships  are  especially  crucial  for  horizon 
players.  For  example,  E-Credit's  links  to  Mellon,  Fleet,  MB> 
and  other  lenders  give  it  essential  financial  muscle.  "Horizont 
need  to  plug  into  vertical  sites,"  says  Bob  Parker,  B2B  analj 
with  AMR  Research.  "[Ultimately]  verticals  will  be  the  destirj 
tion  sites  where  people  link  to  horizontals." 

ENABLERS:  SELLING  THE  TOOLS 
TO  BUILD  THE  MARKETPLACES 

The  lion's  share  of  B2B  revenue  will  go  to  the  enablers- 
companies  that  make  the  technology  that  powers  the  mark| 
places.  What's  that  technology  like?  It  can  come  in  a  bev 
dering  variety  of  guises,  all  of  them  evolving  at  a  breaknd 
pace.  Examples  include  products  that  improve  workfld 
(automated  procurement),  cataloging  (creation,  maintenan| 
and  search  of  online  catalogs),  integration  (moving  inforr 
tion  among  company  sites),  and  the  supply  chain  (more  co| 
plex  collaboration  and  negotiation  with  suppliers). 

Like  market  makers,  enablers  fall  into  two  broad  cal 
gories.  Some,  such  as  Ariba  or  Commerce  One,  offe^ 
full  suite  of  products.  They  aim  to  provide  broad  solutic 
for  a  company's  e-commerce  needs  —  everything  fti 
information  publishing  tools  to  translation  capabilities! 
payment  services.  Other  enablers  sell  niche  products, 
example,  Moai  Technologies  sells  software  that  he| 
companies  set  up  Web-based  auctions. 

In  the  niche  vs.  full-suite  debate, 
sources  were  almost  unanimous: 
enablers  that  survive  and  flourish 
be  companies  that  provide  a  full  pad 
age  of  e-commerce  solutions.  One 
son:  Companies  don't  want  to  pay 
integration  costs  involved  in  hiring  f(j 
or  five  different  providers.  "Tools 
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target  a  single  niche  eventually  will  become  commodities," 
says  venture  capitalist  Mumford,  dissing  the  long-term  out- 
look for  software  firms  such  as  WebMethods  (XML  tools 
provider)  and  Requisite  Technology  (cataloging). 

Right  now,  Ariba  may  have  the  strongest  offerings  for  pro- 
curement and  marketplaces,  including  technology  the  firm  got 
with  its  purchases  of  Tradex  and  Trading  Dynamics.  Ariba's 
strong  point:  technology  that  scales  well  and  handles  work- 
flow automation.  Meanwhile,  supply  chain  software  maker  i2 
has  a  deep  bench  of  products  for  collaborative  planning  and 
negotiation  —  the  best  products  for  dealing  with  customer 
relationships. 

Commerce  One  also  offers  a  broad  lineup  of  products 
and  is  especially  strong  in  procurement  and  exchange  tech- 
nology such  as  auctions  and  catalogs.  Oracle  has  perhaps  the 
closest  thing  to  a  full  suite  of  B2B  products  for  procurement, 
order  management,  supply  chain  management,  database/ 
ERP,  and  Web  storefronts.  What's  more,  Oracle's  huge 
installed  base  of  back-end  enterprise  software  users  will 
make  it  easier  for  the  firm  to  sell  its  other  wares.  These 
enablers  also  are  leading  the  charge  onto  the  market  makers' 
turf.  Ariba  and  Commerce  One  dominate  marketplaces  that 
are  focused  primarily  on  MRO  while  i2's  strength  is  in  fueling 
vertical  markets. 

The  full-solution  firms  also  need  sales  forces  that  can  sell 
at  the  "C"  level:  CEOs,  CFOs,  and  CTOs.  Traditionally,  the 
IT  managers  at  a  firm  make  the  technology  decisions,  but  not 
in  this  space.  "CEOs  all  over  the  nation  are  being  grilled  by 
analysts  about  their  B2Ii  strategies,"  says  Rob  Schwartz  of 
Thomas  Weisel  Partners.  "So  they  become  very  involved  in  the 


purchase  of  B2B  technologies;  they're  in  the  loop  on  this  om 

Enablers  also  need  strong  relationships  with  systems  inf 
grators  that  can  help  customers  implement  the  software.  "1 
huge  growth  we'll  see  in  B2B  will  force  the  enablers  to  oil 
source  their  implementation,"  says  David  Garrity,  B2B  anabj 
at  Dresdner  Kleinwort  Benson. 

Those  partnerships  also  will  serve  as  a  good  source  I 
referrals.  When  Oracle  started  providing  ERP  (back-offj 
software),  the  company  planned  to  do  the  implementatij 
itself,  with  the  result  that  major  systems  integrators  stopp 
sending  business  to  the  company.  Oracle  backed  off, 
now  it  partners  with  all  of  the  Big  Five  accounting  comp 
nies.  Ariba  and  Commerce  One  also  partner  with  the  lik 
of  Andersen  Consulting,  PricewaterhouseCoopers,  a] 
Ernst  &  Young. 

Amid  all  the  excitement  about  B2B  e-commerce's  spectad 
lar  growth  potential,  remember  that  explorer  James  Col 
met  a  bad  end:  Natives  killed  him.  B2B  e-commerce  faces  i 
siderable  obstacles  that  may  slow  its  adoption:  Bandwidt 
limited;  it  will  take  time  and  money  to  integrate  new  technl 
ogy  with  old  back-end  systems  such  as  EDI;  and  salespeoi 
will  be  reluctant  to  give  up  their  golf  games,  sales  confj 
ences,  and  skyboxes. 

Many  B2B  marketplaces  will  run  out  of  cash  while  they! 
waiting  for  buyers  and  sellers  to  show  up  on  their  exchangb 
Likewise,  some  enablers  will  be  crowded  out  by  firms  wl 
better  technology  or  partnerships.  So  while  it  would  be  nj 
to  be  able  to  promise  that  the  companies  reviewed  here 
own  big  pieces  of  the  map  this  time  next  year,  let's  just 
they  have  a  better  chance  than  most. 
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THE  OLD  E-COMMERCE  NETWORK  MAY  NOT  BE  LONG  FOR  THIS  WORLD 


Much  of  the  buzz  about  B2B 
electronic  commerce  suggests  that  it's 
something  new  under  the  sun.  Not 
so,  Leonardo.  "Companies  have  been 
conducting  commerce  over  electronic 
networks  tor  decades,"  claims  Larry 
Pearlstein,  e-commerce  research  director 

at  Gartner  Group. 

So  what's  the  big  deal?  The  answer- 
to  that  question  starts  with  a  rough 
working  knowledge  ol  EDI  (electronic 
data  interchange)  —  the  B2B  e-commerce 
System  that  some  300,000  companies 
currently  use.  From  there,  it's  easy  to 
understand  why  today's  new  Web- based 
-s,ir\  and  how  it's  likely  to 
iring  the  coming  decade. 

ties  began  to  transmit 

invoices,  and  the  like 

ita  interchange  (EDI) 

.  i  the  late  '70s.  Boeing  and 

built  priv ate 
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networks  that  allowed  them  to  com- 
puterize their  transactions  with  their 
major  suppliers. 

The  results  were  —  and  still  are  —  a 
vast  improvement  over  traditional 
phone  (and  later  fax)  networks.  No  one 
has  to  run  downstairs  to  check  the  bolt 
suppl)  or  fill  out  a  purchase  order  in 
pencil.  That  saves  companies  roughly 
$60  per  document. 

That  said,  EDI  can  be  a  bit  clunky. 
For  starters,  although  EDI  can  save  com- 
panies a  lot  ot  money,  most  firms  can't 
attord  it.  The  systems  are  expensive  to 
build,  -\nd  each  participant  must  pay 
sizable  charges  to  use  the  network.  No 
wonder  companies  that  set  up  EDI  hubs 
get,  on  average,  only  20%  of  their  sup- 
pliers to  participate. 

Enter  \M1  ,  a  language  like  HTML  (the 
Webs  lingua  franca)  that  —  unlike  coded 
and  abbreviated  ED]  messages — can  be 


read  at  a  glance  on  any  computer  o\ 
the  Internet.  Thus,  buyers  and  sellt 
no  longer  need  to  build  their  own  E 
systems  or  pay  to  send  their  messag 
over  private  networks.  Meanwhile,  th 
gain  access  to  markets  outside  the  E 
network. 

Bye-bye,  EDI?  Not  so  fast. 

In  fact,  don't  expect  EDI  to  disappf 
anytime  soon.  Firms  will  continue  to  i 
EDI  links  with  established  suppliers 
buy  mission-critical  products — engi 
parts  for  an  airplane  or  locks  for  e 
doors.  Others  will  turn  to  products  tl 
can  translate  EDI  documents  into  \N 
(One  source:  XMLSolutions  in  McLef 
Virginia,  sells  XML  translation  softwa 
consulting  services,  and  training  to 
that  task.) 

In  short,  EDI  will  one  day  beconu 
relic — but  it  may  take  longer  than  m( 
folks  think.  C 
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And  I  am  a  challenge. 


confound  the  Chairman, 


confuse  the  co-worker, 


and  mystify  all  mere  visitors 


to  the  digital  domain. 


But  some  know 


that  with  this  science 


comes  this  security 


for  Chairman  and  coworker  alike: 


I  put  their  progress  first. 


Dobs  anybody  put  me  first? 


We're  investing  6  billion  dollars  in  the  mosl  far-reaching  deployment 
of  broadband  out  there.  We're  one  of  the  largest  network  integrators, 
,uhI  a  providei  ol  advanced,  global  eCommerce  solutions  .We're  SBC 
The  combined  strengths  of  Ameritech,  Pacific  Bell.  ^—^ 

Southwestern  Bell,  Nevada  Bell,  SNET  and  now  ,  49>Kt>M% 

Sterling  Commerce.  |    mM'Mt0%t7 
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Some  companies  are  really  on  the  b 
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Some  of  the  world's  most  forward-thinking  companies  have  transformed  their  Web  sites  into  live  meeting  roo 

They  have  discovered  the  speed,  reliability  and  scalability  of  the  WebEx  Interactive  Network.  Their  Web  site; 

now  hum  with  people  conducting  business  right  in  their  browsers,  without  any  hardware  or  software  changes. 

Now  you  can  give  presentations.  Share  software  and  desktops.  Tour  the  Web.  Voice  and  video  conference.  All  in  re 


time.  All  on  the  Web.  Talk  about  ROI.  Isn't  it  time  your  company  got  on  the  ball?  Visit  webex.com  or  call  1-877-50-WebEx  to  see  h 


great  minds  meet  online. 


great  minds  meet  online  at  webex.com 

bEx  logo  are  trademarks  of  WebEx  Communic      ins,  Inc.  ©2000  WebEx  Communications.  Inc.  All  rights 
her  names  and  logos  are  registered  trademarks  o;  .heir  respective  owners. 
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SPECIAL  SECTION:  B2B 


PREDICTIONS 


HOW  WILL  B2B  COMPANIES   CHANGE 
IN  THE  NEXT   FEW  YEARS? 


CLINT  WILLIS 

rODAY's  B2B  e-commerce  exchanges  seem  like 
pretty  hot  stuff — but  so  did  IBM's  first  adding 
machine  and  VisiCalc's  first  spreadsheet.  A  few 
years  from  now,  we'll  recognize  that  the  current 
state  of  B2B  e-commerce  is  primitive  indeed.  Ask 
Mark  Walsh,  president  and  CEO  of  B2B  heavyweight 
VerticalNet:  "The  industry  today  is  in  the  Stone  Age 
npared  to  where  it's  going. " 

And  where  exactly  is  it  going?  We  made  the  rounds  of  B2B 
dysts  and  industry  participants  and  asked  them  to  identify 
nds  that  will  shape  the  B2B  sector  in  the  years  to  come, 
re's  what  they  came  up  with: 

EDICTION  NO.  1:  Web-based  market  makers  will 
:ome  full-service  providers.  Currently,  sites  often  choose 
ingle  transaction  model — whether  auctions,  exchanges, 
alogs,  or  requests  for  quotations  (RFQs).  But  Forrester 
search  notes  that  three-fourths  of  B2B  exchanges  plan  to 
i  additional  transaction  models  by  2001.  "I  see  reports 
;uing  which  model  is  better,  but  that's  a  useless  debate," 
'S  Melissa  Shore,  B2B  analyst  with  Jupiter  Communica- 
ns.  "Most  sites  will  need  to  do  auctions,  exchanges,  and 
alog  aggregator  models." 

Vertical  and  horizontal  market  makers  (for  definitions, 
chart  on  page  126)  will  find  new  revenue  models  as  well, 
rrently,  most  derive  cash  from  a  mix  of  fees  per  transaction, 
:  advertising,  and  subscriptions.  Down  the  road,  however, 
nsactions  will  become  a  commodity  as  market  makers  will 
/er  their  fees  to  generate  liquidity.  That's  why  they'll  make 
ger  and  bigger  chunks  of  their  money  by  providing  services, 
:h  as  logistics  and  fulfillment,  and  charging  marketplace 
"ticipants  for  data  about  buying  and  selling  patterns. 

i.  2:  Distinctions  between  open  and  closed  markets  will 
r.  Automakers,  paper  companies,  and  other  Old  Economy 
lwarts  that  are  creating  Web-based  marketplaces  may 
rt  out  limiting  participation,  restricting  it  to  themselves 
d  their  suppliers.  But  that  won't  last.  "Brick-and-mortar 
us  increasingly  will  realize  that  they  must  allow  their 
.npetitors  to  participate  on  their  exchanges  and  add 
ire  transaction  models — because  that  is  what  the  suppli- 
will  demand,"  says  Craig  Wood,  B2B  analyst  at  Banc  of 
lerica  Securities. 


NO.  3:  E-commerce  will  swallow  the  entire  supply  chain. 
Contrary  to  popular  belief,  you  can't  do  it  all  at  e-market- 
places. Most  of  them  are  primitive  entities  that  can't  begin  to 
handle  logistics,  real-time  inventory  control,  or  payment  ser- 
vices. That  will  change  over  the  next  three  to  five  years:  By 
2005,  most  buyers'  and  sellers'  internal  procurement  systems 
will  be  capable  of  linking  to  one  another  directly  or  via  Web- 
based  marketplaces.  That  will  allow  them  to  plan  production 
schedules  jointly  and  provide  just-in-time  manufacturing. 
Companies  that  offer  logistics  such  as  shipping  and  fulfill- 
ment also  will  be  in  the  network. 

All  of  this  means  that  software  companies  that  make 
supply  chain  management  applications — like  i2  and  Manu- 
gistics — will  flourish,  because  linking  up  Web  marketplaces 
is  a  natural  extension  of  what  they've  been  doing  for  years. 
Meanwhile,  electronic  data  interchange  (EDI)  companies  such 
as  Harbinger  and  Sterling  Commerce  (bought  by  SBC  Com- 
munications) also  will  benefit — along  with  newer  firms  like 
XML  Solutions.  They'll  help  firms  adapt  their  existing  EDI 
systems  to  perform  the  new  functions. 

NO.  4:  Most  of  today's  B2B  marketplaces  will  disappear.  Sites 
with  the  best  technology,  partnerships,  and  content/community 
features  in  a  particular  industry  will  generate  the  most  liquidity 
and  take  control  of  their  respective  markets.  The  rest  will  dis- 
appear or  get  bought  by  the  winners.  "This  is  going  to  happen 
rapidly — over  the  next  12  months,"  predicts  Scott  Alaniz, 
Internet  analyst  at  Stephens,  an  investment  bank.  CSC  Consult- 
ing's  Gary  Meshell  goes  further,  predicting  that  three  or  four 
companies  will  control  most  of  the  B2B  e-commerce  segment  by 
2004.  He  picks  VerticalNet,  Ariba,  Commerce  One,  and  Oracle. 
These  meta-market  makers  will  do  it  all,  providing  technology 
applications  like  cataloging  and  auctions,  as  well  as  aggregating 
the  marketplaces  that  employ  those  technologies.  ■ 
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in  revenues  in 
its  first  year? 


"Wow." 


I 


Talk  about  high-performance  technology.  In  its  first  year  as 
an  independent  company,  Delphi  Automotive  Systems 
posted  over  $29  billion  in  revenues  for  1999  and  $33  billioi 
in  future  business  booked. 

For  most  businesses,  numbers  like  this  would  be  cause  to 
celebrate.  But  at  Delphi,  the  company  behind  some  of  the 
world's  most  advanced  integrated  electronic  technologies, 
including  our  Communiport    Mobile  MultiMedia  Systems,  we 
see  it  as  just  the  beginning.  And  if  you  think  this  kind  of 
innovation-driven  financial  power  sounds  intriguing,  we  car 
wait  to  show  you  where  else  our  creativity  will  take 
you.  For  a  glimpse  into  the  future,  visit  us 
at  www.delphiauto.com. 


A 


SPECIAL  SECTION:  B2B 


ROADBLOCKS 


THE   PATH  TO   BUSINESS-TO-BUSINESS 
INTERNET  COMMERCE  CAN   BE  ROCKY 


ANDREW  FREIBURGHOUSE 

2B   HAS   A   BILLION-DOLLAR   RING   TO    IT.   Hyped  tO 

the  skies,  plastered  on  thousands  of  press  releases, 
business-to-business  commerce  is  touted  as  revo- 
lutionary, inevitable,  and  extremely  profitable.  True, 
true,  and  true  again,  but  first  it  must  blast  through  a 
few  roadblocks — four  to  be  precise. 

•ADBLOCK  NO.  1:  LANGUAGE 

unpanies  that  claim  to  operate  global  marketplaces — and 
lich  B2Ber  doesn't? — had  better  have  some  means  of  deal- 

I  with  languages  other  than  English.  But  few  marketplaces 
rrently  possess  anything  close  to  that,  says  Rick  Villars,  a 
B  analyst  at  market  researcher  IDC.  Granted,  English  is  the 
gua  franca  of  business,  but  insuperable  language  problems 

II  arise.  Alan  Stevens,  president  and  CEO  of  Productbuzz, 
electronic  marketplace  for  medical  supplies,  explains: 

Ce've  gotten  about  50  emails  asking  about  our  business 
>m  Taiwan,  Saudi  Arabia,  and  Finland  in  either  another 
iguage  or  in  pidgin  English.  I  was  able  to  decipher  and 
>rk  with  about  10  of  them,  but  the  rest  I  really  couldn't  do 
ything  with."  A  raft  of  startups,  including  Multicity.com 
d  Wholetree.com,  aim  to  facilitate  interlanguage  com- 
anications  and  transactions,  but  the  technology  remains 
ude.  Which  is  why  FreeMarkets,  a  B2B  marketplace, 
:ains  a  call-center  staff  of  interpreters  proficient  in  more 
in  30  languages. 

I.  2:  ENEMIES 

lief  among  B2B's  enemies  are  businesses  that  refuse  to  com- 
te  on  price.  Not  every  business  is  Wal-Mart,  after  all.  Many 
sinesses  rely  on  reputation,  relationships,  or  what  analyst 
liars  calls  "the  tyranny  of  geography"  (being  close  to 
:troit,  for  instance,  gets  you  in  good  with  GM).  Such  com- 
nies  are  neither  ready  nor  willing  to  compete  on  price  in  a 
)bal  market.  For  example,  Productbuzz  has  had  trouble 
tracting  pricing'  information  from  certain  suppliers  that 
mpete  on  shipping,  purchasing  volume,  service,  or  some 
ler  nonprice-based  intangible.  But  without  a  price  tag  on 
;ry  good  described  on  the  site,  a  marketplace's  value  and 
iciency  are  compromised. 

I.  3:  TRUST 

hat's  the  value  of  golf  course  contracts,  power  lunches,  and 
owing  the  right  people?  That  world  isn't  crumbling,  at 
st  not  just  yet.  Trustworthiness  and  personal  relationships 


are  and,  most  agree,  always  will  be  an  indispensable  aspect  of 
business,  even  B2B  business. 

Take  the  issue  of  delivery:  Who  guarantees  that  when  you 
buy  1,000  pounds  of  steel  online  from  a  company  in  a  coun- 
try you've  never  dealt  with  before,  that  you  will  get  it,  on 
time,  as  promised — the  exchange  or  the  supplier?  Right  now, 
it's  usually  the  latter.  Chemdex,  the  B2B  marketplace  for  life 
sciences  company  Ventro,  is  one  of  the  few  marketplaces  to 
"own"  the  transactions  conducted  on  its  site,  meaning  that  a 
lab  assistant  whose  chemicals  arrive  late  takes  up  the  issue 
with  Chemdex,  which  then  deals  with  the  supplier.  By  com- 
parison, most  other  marketplaces  put  the  onus  on  the  buyer, 
while  offering  some  policing  functions,  such  as  peer  reviews 
(a  la  Amazon),  or  kicking  shoddy  suppliers  off  their  site  (like 
eBay).  But  for  companies  buying  mission-critical  products, 
such  Band-Aids  are  utterly  inadequate. 

NO.  4:  LACK  OF  STANDARDS 

To  date,  B2B  is  a  story  of  square  pegs  being  jammed  into 
round  holes.  In  addition  to  one  marketplace  being  unable  to 
talk  to  another,  one  company's  computer  systems  can't  talk  to 
the  Web-based  marketplace  either.  That  means  there's  a 
whole  lot  of  faxing  going  on.  "It's  laughable  what  some  com- 
panies are  calling  e-commerce,"  says  Mark  Hatton,  a  vice 
president  at  EC  Cubed,  which  builds  and  manages  B2B  mar- 
ketplaces. "The  order  comes  in  on  the  Web  site,  then  gets 
faxed  over  to  the  purchasing  center  where  it's  put  into  their 
system;  then  it  gets  faxed  to  the  distribution  center,  where  it's 
re-inputted  into  their  system.  Nothing's  linked  up.  It's  actu- 
ally an  increase  in  paperwork  and  inefficiency."  Talking  to 
executives  about  this  integration  problem,  the  words  "chal- 
lenge," "nightmare,"  "manual  labor,"  and  "primitive"  keep 
cropping  up.  Those  same  words  could  well  be  used  to 
describe  the  B2B  space  as  a  whole.  ■ 
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Companies  are  spending  millions  on  e-procurement. 


How's 
it  working? 


ICG  Commerce  gives  you  rapid  e-procurement  savings  with  no  significant  upfront  capital  investmen 


Everyone's  talking  about  e-procurement.  So 
why  aren't  the  savings  pouring  in? 

Simple.  E-procurement  isn't  easy.  And  it 
takes  more  than  technology  to  make  it  work. 

At  ICG  Commerce,  we  can  get  your 
e-procurement  savings  flowing  right  away.  How? 

ig  advanced,  Internet-based  technology 
that  requires  no  major  upfront  capital  investment 


or  software  installation.  At  the  same  time,  our 
experienced  purchasing  professionals  work  to 
rapidly  uncover  real  cost  savings. 

With  our  comprehensive  strategies  and  tools, 
including  catalog  purchases,  spot  buys,  portals 
and  exchanges,  aggregated  buys,  forward  and 
reverse  auctions,  and  eRFQs/eRFPs,  no  one  offers 
you  more  ways  to  save.  And  no  one  does  a 


better  job  of  integrating  e-procurement  into  i 
your  existing  systems— without  turning  your  I 
current  organization  upside  down. 

ICG  Commerce  is  making  e-procurement  | : 
work  for  companies  around  the  globe.  Shouldr 
we  make  it  work  for  you 

iCGCommero 

The  Promise  of  e-Procurement  Made  fle< 


■ngcomnercexom 

-'ot'anta     8oston 


Call  toll  free:  877.93S.IC 
Chicago      Cleveland      Dallas      Denver      Hong  Kong      London      Los  Angeles      Mexico  City      New  York      San  Francisco     Toro 


SPECIAL  SECTION:  B2B 


WITH  A  CAUSE 


Will  the  new 

B2B  generation 

take  over 

Hollywood? 


SHELLEY  PANNILL 


ihhe  Cannes  International  Film  Festival  2000: 

■  Hundreds  of  sweaty  film  professionals  crowd  under  a 

■  white  outdoor  tent  for  a  standing-room-only  panel. 
I  Assembled,  are  old-time  entertainment  execs  and  a 
I      handful  of  confident  young  dot-com  chieftains  hawk- 

■  ing  their  business-to-business  services. 

But  as  the  event  gets  under  way,  it's  not  only  the  90 
;ree-plus  temperature  under  the  tent  that  makes  the  young 
is  sweat.  It's  the  pessimistic  execs  who  think  many  of  these 
s  are  unnecessary  and  ill  conceived. 

As  it  turns  out,  these  veterans  are  half  right.  Hollywood  is 
epitome  of  a  people  business.  Networking  is  practiced  as  a 
e  art.  Deals  hinge  on  star  power.  And  because  B2B  sites 
l't  do  lunch  (at  least,  the  last  we  checked),  some  parts  of  the 
viemaking  industry  may  never  migrate  to  the  Internet. 
But  other  parts  will  and,  in  fact,  are  ripe  for  such  a  migra- 
i.  A  major  studio  spends  an  average  of  $51.5  million  to 
»duce  a  feature  film,  according  to  the  Motion  Picture 


Association  of  America.  "It's  like  setting  up  a  $51  million 
corporation  and  closing  it  six  months  later  with  every  project," 
says  Andrew  Adelson,  the  CEO  and  founder  of  a  production- 
oriented  site  called  Filmtrust.com.  Any  B2B  site  that  can  facil- 
itate this  setup  and  takedown  is  a  winner. 

Because  there  are  far  too  many  B2B  sites  in  the  movie 
industry  to  examine  individually,  we  have  assembled  a  rough 
snapshot  of  the  different  types  and  made  some  educated 
guesses  about  which  ones  will  be  around  for  the  long  term. 

So,  as  they  say  in  Hollywood,  without  further  ado,  "Lights, 
camera,  download." 

IT'S   NOT  WHAT  YOU   KNOW... 

A  movie,  like  any  other  creation,  begins  with  an  idea.  Some- 
times it's  based  on  a  book,  a  news  item,  or  a  script  some 
writer  tore  his  hair  out  to  create. 

But  an  idea  is  not  a  movie.  It  must  be  made  into  a  movie. 
That  $51  million  virtual  corporation  must  be  built  and,  most 
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important,  staffed.  That  is  why  every  Hollywood  B2B  worth 
its  acronym  markets  itself  as  the  ultimate  database,  the  place 
producers  go  to  check  past  credits  of  actors  and  crew,  and 
where  sales  teams  go  to  build  a  pitch  around  a  new  movie. 

But  talent  is  not  transferable,  says  Bennett  McClellan,  an 
entertainment  consultant  from  PricewaterhouseCoopers.  "It  is 
a  business  of  individual  talent — knowing  what  that  person  can 
do  as  part  of  your  team,  what  you  can  count  on  them  for." 

A  number  of  database  sites  exist,  including  IFilm  (which 
owns  the  industry's  white  pages,  the  Hollywood  Creative 
Directory)  and  ShowBIZData.  They  make  their  money  through 
subscriptions  and  ads.  But  they  are  discovering  that  selling 
information  alone  may  not  be  a  viable  business  model,  because 
so  much  of  it  is  available  for  free  on  sites  like  Amazon-owned 
Internet  Movie  Database,  a  popular  consumer  site  that  indus- 
try execs  flock  to. 

That's  why  these  firms  are  branching  out.  ShowBIZData, 
for  example,  was  selected  by  the  Cannes  film  market  (which 
occurs  during  the  film  festival)  to  launch  a  site  loaded  with 
trailers,  listings,  and  contact  information.  Cultivating  other 
revenue  streams — the  type  of  move  analysts  laud — may  be 
the  only  way  to  thrive  as  a  database. 


"Nobody  knows  how  the  Net  will  be 
used.  But  at  least  the  dot-commers 
are  asking  the  questions." 

-Jim  Banister,  new  media  guru 


WORK  WITH   ME 

In  Hollywood  lingo,  preproduction  is  everything  that  takes 
place  before  the  actual  filming  begins,  such  as  scouting  out 
movie  locations,  building  sets,  and  creating  costumes.  Cre- 
ative Planet,  a  leading  site  in  this  area,  estimates  that  some 
$75  billion  is  spent  annually  in  this  phase.  So  the  opportu- 
nities here  are  potentially  enormous,  as  is  the  competition. 

One  crucial  difference  between  a  film  set  and  a  typical 
business  is  that  filmmakers  routinely  change  location  and 
therefore  vendors.  As  such,  the  film  industry  is  the  classic 
example  of  a  B2B-friendly  fragmented  marketplace.  Filter 
c  reative  Planet.  [Filmpro,  and  Filmtrust,  whose  online  offer- 
ings include  databases  with  local  union  labor  costs,  crew  lists 
and  addresses,  and  virtual  marketplaces  for  camera  and  light- 
ing equipment. 

"If  Steven  Spielberg  wants  to  make  a  movie  about  World 
War  II.  you  have  to  make  that  movie  in  Europe,"  says  Creative 

Planet  i  EO  and  President  Allen  DeBevoise.  "You  have  to  be 

able  to  manage  people  and  resources  and  procure  them  any- 
where in  the  world.  It's  a  unique  combination  ot  vendors  every 
s  a  lot  of  inefficiencies."  What's  more,  he  adds, 
nerall)  independent  contractors,  "little  mom- 
mies that  do  ver)  specialized  tasks  on  film: 
inematographers,  prop  houses,  and  so  on." 
ive  Planet  not  only  acquired  Movie 
used  In    the  industr)    tor  hack- 


T- 


office  functions  like  scheduling  and  accounting,  but  also  put  it! 
on  the  Internet.  Now,  for  a  fee,  production  managers  can  use 
it  to  keep  track  of  when,  where,  and  for  how  long  scenes  are 
being  shot,  which  cast  and  crew  members  are  on  call,  the 
number  of  extras  needed,  and  which  props  and  set  decoration 
elements  are  part  of  the  scene.  The  software  can  also  calculate! 
how  much  unionized  cast  and  crew  are  owed. 


ALL  OUIET  ON  THE  SET 

Where  B2B  sites  don't  have  much  to  offer,  McClellan  of  Price 
waterhouseCoopers  says,  is  in  the  next  step  of  moviemaking 
the  actual  filming  and  editing.  Why?  Partly  because  Holly- 
wood is  still  in  a  "wait-and-see"  mode,  and  that  is  mostl) 
because  of  bandwidth  limitations.  It's  still  much  too  hard  tr 
ship  dailies  (the  end-of-the-day  footage  sent  to  studio  exec; 
to  check  the  progress  of  a  shoot)  online,  or  to  send  digitizec 
reels  to  a  faraway  editor. 

Until  big  bandwidth  becomes  ubiquitous,  this  space  wil 
remain  quiet.  For  now,  music  provides  a  good  example  ol 
how  B2B  sites  might  cater  to  postproduction  needs.  License 
Music.com  is  a  site  where  producers  can  legally  downloac 
and  instantly  license  the  rights  to  audio  tracks  for  theii 
movies.  Company  Man,  a  film  featuring  Woody  Allen,  licensee 
two  tracks  using  the  system,  which  saves  both  time  anc 
money,  says  LicenseMusic  CEO  and  founder  Gerd  Leonhard 
"The  average  clearance  time  is  at  least  three  weeks  in  th< 
traditional  process." 


IT'S  A  WRAP 

Once  a  movie  is  finished,  and  sometimes  before,  it  must  be 
sold  abroad  and  to  outlets  such  as  video,  television,  and  DVE 
vendors,  and,  of  course,  the  big  screen.  This  is  arguably  thi 
most  overcrowded  and  least  understood  space  among  thi 
Hollywood  B2Bs.  And  that  brings  us  back  to  Cannes  and  the 
debate  on  that  hot  afternoon  pitting  established  player 
against  the  dot-com  chieftains  over  whether  B2B  sites  couk 
take  over  film  sales,  an  estimated  $30  billion  annual  business 

Here's  how  it  works  now:  Several  times  a  year,  before  tht 
three  major  international  film  markets  in  Cannes,  Los  Ange 
les,  and  Milan,  film  sales  agents  send  out  videotapes,  faxes 
and  emails  trying  to  generate  buzz  about  their  films.  They  ho 
to  close  the  deal  after  the  buyers  finally  see  their  product 

The  fuss  is  over  how  this  selling  process  can  be  impro 
online.  At  least  initially,  the  B2B  players,  including  pioneer: 
Reelplay.com,  Filmbazaar.com,  and  Onlinefilmsales.com 
claim  they  aren't  looking  to  replace  the  markets;  they  jus 
want  to  simplify  the  process.  B2B  sites  could  supplant  thi 
sellers'  initial  step  of  air-mailing  cumbersome  videotapes 
buyers  by  posting  digitized  trailers  on  their  Web  sites. 

"We  don't  want  to  put  the  markets  out  of  business.  But 
may  slow  things  down  for  FedEx,"  says  Stephen  Liu,  copq 
dent  and  cofounder  of  Reelplay.com. 

So  what  are  the  chances  that  these  B2B  sites,  whether 
scription-  or  transaction-based,  will  go  the  next  step? 
they  actually  set  up  virtual  marketplaces  that  do  away 
the  schmooze-filled  markets? 

Not  likely.  For  one  thing,  that  would  mean  the  films 
their  trailers  would  have  to  be  put  online  —  difficult  with 
current  bandwidth,  not  to  mention  the  studios'  justifiable 
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low  unique  can  any  notebook  really  be?  Well,  ours  weighs-in 
t  under  4  pounds  which  makes  it  ultra-light.  And  it  has  a 
exible  bay  built  right  in  which  makes  it  ultra-mobile  (the 
>nly  one  of  it's  kind).  So  since  you  have  the  option  of  what 
evice  you  use  (like  a  DVD),  this  LifeBook  S  Series  notebook 
nakes  your  life  on  the  road  ultra-convenient.  Pretty  Smart! 
retty  Small!  Pretty  Unique! 


Fujitsu  recommends  Windows*  2000 
Professional  for  business. 

For  a  complete  line  of  Fujitsu 
mobile  products,  please  visit  us  at 

www.fujitsupc.com 

or  call  us  at  1-877-FPCDirect. 


Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  and  LifeBook  is  a  trademark  of  Fujitsu 
limited  Intel,  the  Intel  Logo  and  Pentium  are  registered  trademarks  and  SpeedStep  is  a 
trademark  ot  Intel  Corporation.  Microsoft  and  Windows  are  registered  trademarks  of 
Microsoft  Corporation.  All  other  trademarks  mentioned  herein  are  the  property  of  their 
respective  owners   B  2000  Fujitsu  PC  Corporation.  All  rights  reserved. 
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of  piracy.  And  salespeople  want  to  ensure  that  buyers  see 
their  films  on  a  big  screen  in  a  comfortable  screening 
room. ..not  on  a  computer  monitor.  Says  Sergei  Yershov,  a 
sales  executive  from  Trimark  Pictures,  "Selling  movies  is  like 
a  performance.  There  are  stories  of  sales  guys  in  the  old  days 
who  cried  when  they  told  buyers  Bambi's  mother  died  in  the 
woods.  How  can  you  do  that  on  the  Internet?" 

While  the  festivals  aren't  likely  to  go  away,  the  online  sales 
model  may  be  just  right  for  licensing  rights  to  older  movies 
or  to  made-for-TV  fare.  Not  all  television  buyers  can  afford 
to  attend  markets.  A  buyer  for  Polish  public  television,  for 
example,  says  he  has  so  many  hours  to  fill  that  he  just  wants 
to  get  a  basic  idea  about  programs. 

Heidi  Lester,  who  heads  InternetStudios  (the  publicly 
traded  parent  company  of  Onlinefilmsales.com),  says  the  real 
gold  mine  may  be  in  rights  management — compiling  or 
acquiring  libraries  of  films  a  company  has  the  rights  to  sell. 
"Most  people  don't  even  know  about  their  unexploited  rights 
because  they're  so  busy  selling  their  current  list,"  Lester  says. 

THE   GREAT   SHAKEOUT 

Not  surprisingly,  Hollywood  B2B  business  models  are  morph- 
ing  at  warp  speed  —  shifting  into  new  markets,  changing 
product  strategies,  and  forming  alliances.  In  the  next  year,  the 
lines  between  those  involved  in  databases,  marketplaces,  and 
preproducrion  will  blur  as  each  company  tries  to  capture  a 
larger  part  of  the  pie.  Just  as  in  the  B2B  space  in  general  (see 


"B2B...To  Be,"  page  124),  few  of  the  current  players  will  surviv 
But  that  doesn't  mean  their  cutting-edge  ideas  won't  endur 
Entertainment  financier  Frank  Biondi,  whose  WaterView  Par 
ners  has  invested  in  nearly  a  dozen  Web  entertainment  ventur 
(including  Reelplay.com),  sees  a  massive  fallout.  "I  dor 
think  we  went  into  this  space  with  the  assumption  that  eve 
company  we  invested  in  was  going  to  be  a  survivor,"  he  say 
"A  lot  of  these  companies  have  a  good  idea,  maybe  a  nicl 
idea,  and  will  wind  up  as  part  of  a  larger  enterprise." 

Despite  the  skeptics,  the  mistargeted  business  models,  ar 
the  likelihood  of  a  shakeout,  the  Internet  will  win  over  Holl 
wood.  It  has  already  worked  its  way  into  the  depths  of  tl 
entertainment  industry.  One  example:  A  persistent  indust 
rumor  has  it  that  there  are  executive  assistants  out  th 
videotaping  Internet  sites  for  the  out-of-touch  movie  mog 
they  work  for.  And  for  all  the  heated  debate  at  Cannes,  pan! 
discussions  on  using  the  Internet  in  filmmaking  (hosted  by  tl; 
festival's  technology  forum,  MITIC)  were  jam-packed,  a 
film  professionals  crowded  the  demonstration  booths  of  t 
online  players. 

In  the  end,  the  naysayers  will  mock  at  their  own  peril,  sa 
new  media  guru  Jim  Banister,  who  built  and,  until  recent 
headed  Warner  Brothers'  online  endeavor  Entertaindom.coi 
"It's  a  75-year-old  business  that  hasn't  changed  fundami 
tally  the  entire  time.  But  it's  ludicrous  to  say,  'I'll  never  bu; 
film  online.'  Nobody  knows  how  the  Internet  will  be  us 
But  at  least  the  dot-commers  are  asking  the  questions." 


THE  SYNDICATORS 


Cross  The  Jetsons  with  Regis  and  Kathie  Lee, 
mix  in  a  little  Bewitched,  and  throw  in  some  ele- 
vator music,  and  you  get  The  God  and  Devil 
Show.  This  irreverent  four-minute  cartoon  featur- 
ing a  white-bearded,  white-robed  male  deity  and  a 


001:  HOMO  MEDIA  SELLS  THUGS  ON  FILM  FOR  S500  A  POP. 


^mong  the  most  pop- 

ler  sample 

Hollywood. 

how 


Mondo  Media  have  licensed  it  exclusively  to 
Warner  Brothers'  successful  Internet  effort, 
Entertaindom.com.  Mondo  also  produces  other 
animated  fare  for  syndication.  For  its  short 
Thugs  on  Film,  it  receives  $500  a  pop  from  more 
than  20  sites,  including  those  run 
by  AltaVista,  Netscape,  and  The 
Washington  Post.  More  important, 
Mondo  gets  a  cut  of  any  ad-gener- 
ated revenue  according  to  how 
much  traffic  Thugs  attracts. 

Another  company  that  buys 
Mondo's  content  is  AtomFilms, 
arguably  the  most  successful 
streaming  film  site  on  the  Web. 
AtomFilms,  which  distributed  the 
winner  of  this  year's  Academy 
Award  for  a  live-action  short  film, 
draws  1  million  registered  users — 
many  of  them  film  school  graduates 
and  aspiring  young  directors — with 
its  short  films  and  animation. 
Like  Mondo,  AtomFilms  is  also  in  the  syndi- 
cation game.  Once  you  have  the  content,  the 
sales  outlets,  from  online  to  airlines,  are  unlim- 
ited, says  AtomFilms  CEO  and  founder  Mika 
Salmi:  "It's  not  just  about  distributing  films 


to  TV  or  theatrical  [outlets].  There  are  otr 
channels  out  there  too.  There's  digital  satelli 
digital  cable.  As  the  cable  channels  c 
split  into  digital,  there  will  be  a  proliferati 
of  channels." 

Although  profits  remain  elusive  for  Mon 
and  AtomFilms,  the  syndication  and  licensi 
models  are  promising.  "Syndication  is 
from  the  periphery  of  business  to  its  o 
wrote  Kevin  Werbach,  editor  of  Release 
Esther  Dyson's  computer  industry  newsletter, 
the  June  2000  issue  of  the  Harvard  Bu 
Review.  "It  is  emerging  as  the  fundamen 
organizing  principle  for  e-business." 

Perhaps.  But  it's  by  no  means  a  sure  b 
Content  is  one  of  the  hardest  commodities 
create.  Witness  the  demise  in  June  of 
Entertainment  Network  (DEN),  a  high- 
creator  of  short  films  for  teenagers 

Still,  Mondo  CEO  and  cofounder  J 
Evershed  remains  ever  hopeful.  The  mc 
cyberspace  craves  content,  the  more  lucrat 
the  syndication  model  can  be,  he  says.  "Ri< 
now,  the  Web  is  characterless.  But  somebc 
is  going  to  score  the  next  Gilbert  or  the  m 
Sonic  the  Hedgehog.  It's  a  global  medium, 
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it's  viral.' 


SHELLEY  PANNI 


The  Fujitsu  LifeBook"  B  Series, 
weighs  in  at  approximately  3  lbs. 
Easy  to  navigate  and  view,  with 
the  exclusive  10.4"  TFT  touch 
screen  and  stylus.  Powered 
by  a  Mobile  Intel8  Celeron" 
processor,  with  built-in 
56k  modem  and  Ethernet, 
this  little  powerhouse 
will  keep  you 
connected. 
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MOBILE     SOLUTIONS 
INFINITE     POSSIBILITIES 


Vouk 


ldn't  it  be  great  if  your  notebook 
nough  to  take  with  you  anywhere  you  wanted  to  go? 
aid  what  if  your  notebook  had  a  touch  screen  that 
Mowed  you  to  work  and  navigate  faster  and  easier  than 
ver  before?  Could  you  imagine  having  such  a  powerful 
ool  that  actually  helped  you  stay  in  touch?  We  can! 
Ve  are  Fujitsu.  We  don't  just  build  notebooks,  we  create 
hem.  Powerful  computers  engineered  with  unique 
;atures  built  to  last  and  designed  to  impress. 


jitsu  recommends  Windows    2000 
Professional  for  business. 

For  a  complete  line  of  Fujitsu 
mobile  products,  please  visit  us  at 

www.fujitsupc.com 

or  call  us  at  1-877-FPCDirect. 


Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  and  LiFeBook  is  a  trademark  of  Fujitsu 
Limited.  Intel,  the  Intel  Logo  are  registered  trademarks  and  Celeron  is  a  trademark  of  Intel 
Corporation,  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation. 
All  other  trademarks  mentioned  herein  are  the  property  of  their  respective  owners 
©  2000  Fu)itsu  PC  Corporation.  Alt  rights  reserved. 
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As  it  navigates  through  the  Valley  of  the  Shadow  of  Death, 
a  wireless  startup's  strongest  weapon  may  be  its  own  optimism 


tHis  story—  or  at  least  my  part  in  it 
began  with  a  telephone  call  from  Josh 
Lazar,  who  had  been  one  of  my 
son's  roommates  at  a  small  liberal  arts 
college  in  New  York  State.  When 
I'd  last  heard  of  Josh,  he  was  in  a 
village  in  Japan,  teaching  English 
and  learning  Japanese.  Now,  he 
told  me,  he'd  become  the  busi- 
ness development  manager  at  a 
fresh-out-of-the-box  startup 
called  Livemind.  Would  I  like 
to  have  lunch  with  him  and 
the  cofounder  of  the  com- 
pany to  hear  about  what  they 
were  doing? 

This  was  back  in  late  win- 
ter of  '99,  the  age  of  inno- 
cence, when,  despite  much 
evidence  to  the  contrary,  there 
was  still  a  widespread  belief 
that  everybody  involved  with 
any  Internet  play,  no  matter 
how  imitative,  redundant,  or  just 
plain  lame,  would  be  rich  before 
the  end  of  the  2000  baseball  season. 
Even  then,  several  companies  were  in 
the  process  of  dying  long  before  they'd 
had  any  hint  of  revenue  or  reached  the 
promised  land  of  an  initial  public  offering. 
But  that  was  nor  what  people  were  talking 
about,  or  what  the  Internet-infatuated  press  was 
writing  about.  What  everybody  talked  about  was  how 
cool  it  would  be  to  get  suddenly,  giddily  rich.  And  those  doing 
the  dreaming  weren't  just  the  archetypal  engineering  nerds  of 
yore  but  young  kids  in  black  with  degrees  in  art  history  and 
comparative  literature,  twenty somethings  who  once  would 
have  been  working  for  slave  wages  in  New  York  publishing. 
The  arc  of  ambition  invariably  went  like  this:  Get  a  gig  at 
com.  do  marketing,  content,  biz  dev — whatever — 
oik,  hang  around  after  the  IPO  until  you  can 
»ui  small  fortune  to  do  your  own  startup  and 
fortune.  The  business  strategy  was  simple,  right  out 
•  handbook:  Be  the  first  to  sell,  say,  personalized 
ind  you'd  establish  a  brand.  Down  the 


\ 
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road  somewhere,  you'd  be  pretty  much  bounc 
to  make  a  profit.  Slap  together  some  nift; 

n  projections  and  work  up  a  nice  pitch 

the  company  next  door  tanked,  well 
never  mind.  Bad  news  was  hardti 
take  seriously.  There  were  so  man; 
startups,  and  so  many  ventun 
dollars  looking  for  a  home,  that 
when  disaster  overtook  Fido 
Finery.com,  hardly  anyone 
noticed.  When  cheetahs  pul 
down  one  wildebeest  from  < 
herd  of  thousands,  the  rest  o 
the  wildebeests  just  keep 
moving.  Ditto  startups  in  th 
Silicon  Serengeti. 

I  met  with  Josh  and  hii 

boss,  Ron  Dennis,  at  th< 

South  Park  Cafe  in  Sai 

Francisco's  South  of  Marke 

area.  The  restaurant  has  beei 

around  for  15  years,  since  tin 

neighborhood  was  still  a  back 

water  of  light  industry,  and  ha: 

adapted  nicely  to  the  new  trendi 

ness  of  the  neighborhood  by  hir 

ing  a  snotty  maitre  d'.  Josh,  wht, 

hasn't  changed  much  since  I  last  sav 

him  wallowing  in  a  welter  of  dirty  laun 

dry  in  his  college  apartment,  gave  me  hi 

business  card,  with  his  impressive  title. 

found  it  a  bit  hard  to  imagine  him  as  the  manage 

of  anything,  since  I  recalled  that  he  and  my  son  werij 

hard-pressed  to  manage  their  fridge.  Ron,  the  cofounder  aiu 

then  COO  of  Livemind,  is  in  his  early  50s,  tall,  slender,  an< 

bald,  with  a  gray  goatee,  a  well-cut  Italian  sports  jacket,  and ; 

genial  manner  that  seems  at  odds  with  the  kind  of  smiling  anx 

iety  of  most  entrepreneurs  tiptoeing  the  fine  line  between  <iis( 

tinction  and  debacle.  An  air  force  brat  who  grew  up  on  th 

move,  including  spending  his  junior  high  school  years  ii 

England,  Ron  dropped  out  of  Florida  State:  "I  majored  in  dis 

ruptive  behavior,"  he  told  me.  Technology  is  filled  witl 

dropouts  lucky  enough  to  discover  an  aptitude  for  innovation 

After  working  for  AOL  in  Virginia,  Ron  headed  west,  when 

he  created  an  Internet  technology  called  WishPad,  whicl 
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BOARD  MEMBER  Nick 

Nayfack,  one  of  Livemind's 

cool  young  staffers, 

arrives  at  the  startup's 

San  Francisco  digs  with 

both  street  and  off-road 

skateboards.  Permanent 

signage  remains  a  luxury. 


naged  to  make  a  few  of  his  wishes  come  true.  Livemind  is 

latest  idea  and,  he  certainly  hopes,  his  best. 
To  show  me  what  that  idea  is,  Josh  pulls  the  latest  Sprint 
lular  phone  out  of  his  pocket,  the  kind  capable  of  Internet 
inection.  Pushing  buttons  with  practiced  ease,  he  runs 
ough  a  quick  demo.  What  Livemind  provides  is  a  transac- 
n  framework  that  enables  wireless  Internet  commerce, 
th  Livemind,  a  user  can  buy  tickets,  reserve  restaurant 
)les,  send  a  gift  certificate,  order  toys,  books,  or  even 
arige  tee  times.  Livemind  will  make  its  money  by  collecting 
implementation  fee  and  ASP  (application  service  provider) 
arges  from  merchants  and  a  percentage  of  transactions. 
e  demo  looks  effortless,  almost  implausibly  convenient — 

high  utility  of  the  Web  without  the  resistance  of  a  PC,  the 
less  buy.  On  the  day  of  the  demo,  Livemind  has  potential 
rtnerships  with  only  two  providers,  MotherNature.com, 
;ich  offers  natural  health  products,  and  GiftCertifi- 
es.com,  which  offers  what  the  name  implies.  Putting 
;ether  a  nice  full  plate  of  possibilities  for  users  by  convinc- 
,  big  players  like  Amazon  and  CDNow  to  sign  on  is  Josh's 
i.  To  do  that,  he  has  to  explain,  over  and  over  again,  how 
reless  commerce  will  work.  In  the  warp-speed  world  of 
ernet  business,  change  is  so  rapid  now  that  Moore's  Law 
»ks  like  something  on  display  at  the  Museum  of  Natural 
story.  Eighteen  months  currently  encompasses  about  six 


generations'  worth 
of  product  itera- 
tion. A  few  months 
before  my  lunch 
with  Ron  and  Josh, 

Livemind  was  onto  something  so  novel  that  everything  about 
it  had  to  be  explained.  But  these  days,  no  turf  where  even  one 
flake  of  gold  has  been  panned  remains  anyone's  private  pre- 
serve for  long.  Livemind's  slight  tactical  advantage  can't  last. 
Wireless  telephony  is  fast  becoming  ubiquitous,  and  in  Japan 
millions  are  already  shopping  on  cell  phones  (see  "Japan:  The 
Maybe  Restoration,"  Forbes  ASAP,  February  21,  2000).  It  is 
even  hotter  than  the  dot-coms. 

After  lunch,  I  visit  the  company's  headquarters,  a  ramshackle 
second-floor  walk-up  above  a  discount  furniture  store  at  the 
lower  end  of  San  Francisco's  Folsom  Street.  Once  famous  only 
for  an  annual  S&M  festival,  Folsom  is  now  a  major  thoroughfare 
of  the  city's  dot-commune.  Livemind's  space,  filled  with  mis- 
matched desks  and  spine-bending  chairs,  brand-new  computers 
and  bright  young  things,  looks  like  a  set  design  straight  out  of 
the  Garage.com  boot  camp  manual.  No  one  has  an  office,  or 
even  a  cubicle.  A  couple  of  very  temporary-looking  partitions 
create  a  conference  room  that  offers  the  illusion  of  privacy,  but 
this  is  not  a  place  for  secret  discussions.  Five  years  into  the 
Internet  age,  in  downtown  San  Francisco,  where  rental  space 
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can  turn  a  burn  rate  into  a  con 
flagration,  there  are  lavishly 
funded    startups    with    the 
stately,  plump  look  of  law  firms 
or  investment  banks.  In  the 
heart    of    what     is     called 
Multimedia  Gulch,  Livemind 
is  so  funky  that  you  could 
suspect  it's  carefully  contrived 
to  convince  potential  inves- 
tors that  old-fashioned  New 
Economy  values  are  alive  and 
well,  when  actually  there's  a  sleek, 
Knoll-furnished    glass-and-teak 
headquarters  in  the  Financial  District 
where  the  real  business  goes  on. 

The  dozen  or  so  people  at  work  in 
these  slightly  squalid  surroundings  could 
easily  arouse  similar  suspicions.  Like  the  cast 
of  a  war  movie,  I.ivemind's  little  band  of  brothers 
and  sisters  seems  carefully  selected  to  fit  the  story  line 
(squad  of  regular  guys  caught  behind  enemy  lines,  etc.).  All  the 
women  are  attractive,  which  is  not  to  say  they  aren't  very 
good  at  whatever  it  is  they  are  doing,  staring  intently  at  their 
computer  screens  as  if  nothing  less  than  the  unknowable  name 
of  God  might  at  any  second  appear.  The  marketing  manager, 
a  vivacious  blonde  improbably  named  Sunni  Tweet,  is  so 
energetic  and  upbeat  you  would  almost 
think  a  successful  IPO  has  already  happened. 
Then  there's  Abraham  Thomas,  a  relaxed, 
amiable,  Americanized  Indian  who,  as  direc- 
tor of  business  development,  works  m  tandem 
with  Josh.  There  are  also  Iain  Scholnick, 
chief  technology  officer,  a  South  African 
raised  in  Canada,  with  the  no-nonsense  si\  [e 
of  a  rugby  scrum  half,  and  Jonathan  Kim,  an 
intensely  focused  Korean  American  whose 
job  is  to  convince  carriers  to  let  Livemind 
users  into  their  playpens.  And  then,  there's 
the  requisite  wild-man  techie,  Nick  Nayfack, 
with  blue  hair,  baggy  plaid  pants,  and  a 
sweater  that  might  be  part  of  a  lab  experiment. 
Mis  title  is  director  ot  product  development. 
Against  his  desk  leans  an  exotic  off-road  skate- 
board with  oversize  knobby  wheels.  On  the 
desk  are  a  bag  of  nuts  ,\ud  dried  fruit  mix  and 
a  magazine  devoted  to  the  arcane  sport  of 
kite  boarding. 

The  (  I  O  ot  Livemind  is  Karen  Wilson,  a 

trim  woman  of  40,  dressed  in  expensive  casual  — 

a  white  shirt  b\  Emanuel,  Calvin  Klein  jeans, 

and  chunky  black  loafers.  Karen,  who  pre- 

l\  worked  as  a  consultant  tor  the  success- 

Web  site  Virtual  Vineyards  (now 

■  a  mildly  amused  look  in  her 

s  this  all  might  evaporate 

il  course,  it  could  —  but 

yle  intact.  She  is  spending 

siege  to  the  moated  castles 

I  -■  t'     \ugusl  : 


THE  ARC  OF  AMBITION 

INVARIABLY  WENT  LIKE  THIS:  GET  A 

GIG  AT  ANY0LDTHING.COM,  00  MARKETING, 

CONTENT,  BIZ  DEV  —  WHATEVER  —  GRAB  A 

CHUNK  OF  STOCK,  HANG  AROUND  AFTER 

THE  IPO  UNTIL  YOU  CAN  SELL  OUT, 

THEN  USE  YOUR  SMALL  FORTUNE 

TO  DO  YOUR  OWN  STARTUP 

AND  MAKE  A  LARGE 

FORTUNE. 
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of  venture  capital,  telling  th 
Livemind  story  in  the  very  lat 
est  language  (ASP,  B2B,  etc. 
yet  the   sometimes  irksom 
work  doesn't  seem  to  hav 
given  her  the  high  angst  tha 
can  make  young  CEOs  ol 
before  their  time.  The  Live 
mind  story  is  a  pretty  goo 
one  to  tell;  when  the  audiencf 
is  perceptive  and  the  question! 
are  good,  Karen  doesn't  min 
being  one  of  the  scores  of  suppl 
cants  at  the  venture  banquet. 
"When  you  get  a  few  rungs  dow 
on  the  VC  ladder,  though,"  she  sayi  I 
"the  questions  aren't  so  good,  and  yo1 
have  to  do  a  lot  more  educating."  A  lot  d 
VCs,  first  rank  and  otherwise,  can  be  a  frustra 
ing  audience.  Says  Karen:  "They  never  give  yo 
ideas,  they  just  tell  you  why  your  ideas  won't  work."  Nan 
rally,  both  Karen  and  Ron  are  hoping  they  end  up  with  lots 
positive  feedback  from  a  lead  VC  able  to  keep  asking  goo|| 
questions.  The  company  raised  almost  $2  million  in  seed  roun 
funding  from  a  combination  of  angels,  venture  capitalists,  an 
strategic  investors,  and  they're  hoping  that  a  tier-one  VC  firm  wjl 
come  in  as  their  lead  venture  capitalist.  Livemind  hasn't  mettf 
milestones  needed  to  interest  the  majors  su< 
as  Sequoia  or  Benchmark;  what  it  needs  a: 
another  million  or  so  and  some  smart  inpi' 
and  strategic  connections. 

"We're  looking  for  the  kind  of  brainpowi 
and  connections  that  somebody  like  Kleiw 
Perkins  brings  to  the  party,"  Karen  says. 

As  I  head  home  after  my  first  visit 
Livemind,  just  for  old  times'  sake,  I  ride 
motorcycle  slowly  along  Second  Street.  Whdl 
I  first  came  to  San  Francisco,  in  the  mid-'80j| 
for  my  own  startup  (Parenting  magazine,  noil 
owned  by  Time  Warner),  we  rented  office  spa<l 
on  Second,  five  blocks  south  of  Market.  At  Uj 
time,  the  area  was  about  as  unfashionable  as 
place  can  be.  On  the  floor  above  us  was  anothl 
fledgling  magazine,  and  the  editors  from  bo>t 
staffs  felt  as  if  we  were  in  the  Little  House  on  tl\ 
Prairie.  Space  south  of  Market  was  once  din 
cheap,  hence  our  decision  to  start  a  magaziil 
there.  Now  a  large  industrial  warehouse  nearfl] 
new  San  Francisco  Giants  ballpark  that  rer 
for  about  $12  to  $18  a  square  foot  a  few 
ago  costs  between  $70  and  $80  per  square  foe 
A  dozen  years  ago,  South  Park,  a  tiny  patch  J 
worn-out  grass  that  is  the  only  public  space 
the  area,  was  about  equally  divided  betwet 
mothers  and  toddlers  in  a  small  play  area  atoi 
end  and  a  daily  gathering  of  drifters  and  drinkd 
at  the  other.  One  restaurant,  one  lonely  graph 
design  firm,  and  that  was  about  it.  Now,  as  I  tu 
the  bike  into  the  park,  I  see  scores  of  young  m» 


,; 


in  s  cholnick 


I  women  sitting  on  the  grass  drinking 
fee  and  talking.  The  scene  could  be  a 
ege  campus  on  the  first  nice  day  of 
ing.  Three  restaurants  and  the  Caffe 
ltro  are  doing  a  steady  business,  as 
1  as  several  women's  fashion  bou- 
les.  Nothing  brings  home  to  me  more 
v  dramatically  the  Internet  explosion 

transformed  San  Francisco.  In  the  last 
j  rush,  the  one  in  1849,  the  city  emptied 

overnight  as  ship  crews,  merchants, 
lders,  clerks,  streetwalkers,  and  almost 
ryone  else  headed  for  the  hills.  Now  the 
erse  seems  to  be  happening,  with  the 
r  filling  up  almost  as  suddenly,  as 
usands  of  hopefuls  who  otherwise  might 
going  to  law  school,  medical  school,  or 
n  finishing  business  school  drop  what- 
r  they're  doing  and  jet  into  the  new 
)orado. 

»N  the  ides  of  March,  I  drop  in 
on  the  weekly  staff  meeting  at 
Livemind.  The  partitioned-off  corner 
he  office  fills  up  with  the  entire  staff. 
h  offers  Jelly  Tots  for  refreshments 
no  means  the  most  appalling  of  ^ 
discounted  treats  he  buys  in  job 
at  Smart  8c  Final).  Ron  sits  on  a 
al  in  the  corner,  a  lovable  uncle 
ling  benignly  at  the  nieces  and 
'hews  who  could  make  him  rich. 
:k's  hair  seems  to  have  changed 
or  since  my  first  visit,  to  some- 
:re  on  the  spectrum  in  the  vicinity 
Day-Glo  green.  On  a  white  board 
leone  has  sketched  a  diagram  with 
the  mysterious  allure  of  Viking 
es.  To  the  left  is  "Livemind  ASP" 
h  arrows  going  to  "Zagat.com," 
nazon.com,"  and  other  usual  sus- 
ts.  To  the  right  is  "Livemind 
annel"  with  arrows  pointing  to 
arriers,"  "Wireless  ISPs  &  Por- 
."  Jonathan  Kim,  whose  job  is  to  enlist  those 
riers,  reports  that  there's  suddenly  a  lot  of  noise 
:he  marketplace.  On  the  table  sits  a  book  on 
bile  commerce  published  in  late  January  by  the 
;stment  bank  Robertson  Stephens;  it  contains 
files  of  more  than  a  dozen  companies. 
UA  couple  of  months  ago,"  Jonathan  says, 
lain  the  whole  wireless  commerce  thing  from  the  ground 
Now  I  have  to  explain  why  we're  different  from  all  the 
er  companies  in  the  space." 

Wireless  commerce  is  still  new  enough  that  all  companies 
not  offering  exactly  the  same  thing,  and  what  Livemind  is 
eloping  is  something  they  call  "contextual  commerce." 
at  this  means  is,  instead  of  moving  up  and  down  on  a 
lu,  a  user  traverses  horizontally,  following  his  or  her  own 


'I  had  to 


personal  preferences.  For  instance,  if  you  are  a 
skier,  you  may  request  that  you  be  kept  informed 
when  fresh  powder  falls  at  your  favorite  slope. 
Then,  in  an  easy  continuum,  Livemind  will  facili- 
tate your  purchase  of  lift  tickets,  hotel  room, 
rental  car,  and  so  forth.  The  idea  is  that  the 
phone  is  convenient  for  Internet  use  but  not  as 
easy  as  a  keyboard,  so  whatever  company  can  make 
transactions  as  smooth  as  possible  will  end  up  being 
the  standard. 

Reports  come  in  on  meetings  with  Casio,  Bell 
South,  and  other  brand  players  in  the  digital  com- 
munications field.  There  are  a  lot  of  wheels  spinning 
but  not  much  rubber  actually  meeting  the  road. 
Someone  complains  that  it's  sometimes  hard  to 
attract  merchants  to  wireless  commerce  because, 
despite  all  the  heat  being  generated  by  the  press, 
there's  not  enough  real  buying  on  the  Net.  "Every- 
body says  they're  doing  commerce,  but  nobody 
really  knows  what  commerce  is."  Ron  says  not  to 
worry:  "No  one  was  buying  anything  on  Amazon  a 
few  years  ago,  either." 

Ron  announces  that  in  a  few  weeks  Livemind  will 
be  moving  to  new  digs  on  an  alley  about  six  blocks 
west  on  Folsom,  around  the  corner  from  a  Costco, 
confirming  what  everyone 
already  knows,  more  or  less. 
There'll  be  just  the  second  floor 
at  first,  and  then  the  ground 
floor  will  be  built  out.  "And 
you'll  all  have  new  desks,"  he 
says  with  a  smile.  Jennifer 
Fornego,  the  startup  manager, 
says  that  there'll  be  room  for 
four  more  people  in  the  upstairs 
space,  which  leads  to  talk  about 
new  hires.  This  is  the  hottest 
and  most  perplexing  subject  in 
the  dot-com  frenzy  of  spring 
2000.  There  are  a  lot  more  jobs 
than  there  are  people  to  fill 
them.  A  possible  new  recruit  is 
discussed.  "Has  anybody  checked 
his  references?"  someone  says. 
"All  I  know  is,"  somebody  else  answers, 
"he's  French." 

The  talk  of  the  new  space  energizes 
everyone;  never  mind  wireless  mobility, 
this  is  upward  mobility.  Karen  turns 
to  Ron.  "Can  we  build  a  roof  deck? 
I  want  to  give  roof  parties." 


A  PLACE  IN  THE  SUN 

Never  mind  that  startups 

all  over  town  are  living 

through  dark  days;  the 

mood  at  Livemind  is  as 

bright  as  its  skylit  space, 


m 


oving  to  a  bigger  space,  even  if  it's  not  much 
bigger,  is  a  palpable  sign  of  health  in  the  unexplored 
Internet  territory.  Or  at  least  hope.  It's  also  an  indi- 
cator of  the  extreme  fluidity  of  the  business.  In  the  early 
stages  of  a  new  company  in  a  new  market,  people  come  and 
go,  ideas  take  shape  and  evaporate,  everything  is  in  constant 
flux.  Iain  Scholnick,  the  CTO,  compares  the  rapidly  expanding 
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wireless  commerce  world  to  guerrilla  war.  "We  move  fast,  liv- 
ing off  the  land.  And  as  you  go,  you  have  to  be  able  to  adapt 
to  the  company's  evolution.  The  important  thing  is  to  let 
change  come  from  the  inside  because  one  idea  is  better  than 
another,  not  because  of  external  pressures.  The  external 
world  is  a  very  whimsical  environment." 

Livemind's  guerrilla  operations,  like  all  guerrilla  warfare, 
move  on  many  fronts.  At  the  moment,  the  two  that  matter 
most  are  the  wooing  of  VCs,  so  the  company  will  have  some 
money  to  spend,  and  signing  up  merchants  and  carriers,  so 
that  there  will  be  positive  cash  flow.  "We're  at  the  catch-22 
stage  right  now,"  Abraham  says.  "When  we  talk  with  VCs, 
they  want  to  know  who  the  carriers  are,  and  merchants  want 
to  know  where  the  funding  is  coming  from." 
The  merchants  and  carriers  don't  have  a  lot  to 
lose  if  Livemind  doesn't  succeed;  alliances  that 
may  be  announced  with  great  fanfare  one 
week  quietly  dissolve  within  months.  But  the 
VCs  risk  actual  money,  so  they're  the  ones 
who  really  need  attention.  A  soft  launch  is 
planned  a  month  or  so  ahead,  with  Abraham 
and  Josh  hoping  for  three  sites.  At  the  moment, 
nothing  is  settled.  The  biggest  piece  of  collat- 
eral is  still  pure  optimism. 

By  now,  Karen  is  casting  a  wide  net, 
spending  her  days  meeting  with  major  VC 
firms,  which  figure  they  know  more  than  she 
does,  and  with  smaller  fry  who  barely  have  a 
clue.  The  goal  is  something  around  $8  mil- 
lion for  round  two,  enough  to  pay  the  credi- 
tors, hire  some  new  people,  give  everyone  a 
little  breathing  room.  Depending  on  the  burn 
rate,  there  will  be  a  round  three,  and  a  rela- 
tively rare  round  four,  or  mezzanine  round. 
The  goal,  of  course,  is  the  boffo  IPO,  but  no 
one  is  even  fantasizing  about  that,  at  least  not 
in  public. 

When  one  entity  needs  money  and  other 
entities  have  money,  the  balance  of  power  is 
pretty  obvious.  Once  in  a  great  while,  the 
entity  in  need  will  have  the  clout  to  dictate 
the  terms,  as  Jim  Clark  did  when  he  went  to  VCs  with 
Netscape.  But  Livemind  doesn't  have  that  kind  of  most- 
favored-nation  status.  Every  presentation  is  all-out,  with  no 
guarantee  it'll  be  worth  the  time  and  effort.  Karen  once  went 
to  pitch  all  the  partners  at  a  venture  group  she  chooses  not  to 
name,  only  to  discover  that  they  already  had  a  term  sheet  out 
on  a  competitor.  Having  told  them  everything  about  the 
I  ivemind  approach,  she  could  have  been  furious;  instead,  the 
next  day,  she  picked  up  the  phone  and  told  the  senior  partner 
all  the  reasons  Livemind  could  partner  with  the  competitor.  (In 
the  movie  version,  that  would  have  worked;  in  real  life,  it  didn't.) 

Meanwhile,  Abraham  and  Josh  spend  their  days  in  wall- 

l     wall  phone  calls.  They  try  to  talk  with  their  business  devel- 

ivalents,  or  with  chief  technology  officers  if  they 

find  i  potential  partner.  The  Web  commerce  sites 

lut  many  bricks-and-mortar  vendors  don't.  "We 

.1  that  what  we're  doing  is  incredible,"  Josh  says. 

ir!i  someone  whose  business  is  selling  gar- 


den tools,  it's  much  harder  to  get  them  to  understand  whati 
different  about  us." 

Getting  to  the  CTO  doesn't  always  help  much,  Abraham  say 
"CTOs  have  a  real  mystique  these  days;  they're  like  rock  star 
But  it's  often  a  rather  nebulous  position.  Unless  they  ask  reall 
informed  questions,  you  can  figure  they  aren't  going  to  d 
you  much  good.  Every  call  is  worth  making,  though.  Th 
increased  noise  level  has  made  us  sharpen  our  message  an 
figure  out  how  we're  putting  it  across."  From  Webvan  an 
Amazon  to  Zagat  and  Reel.com,  the  business  developmer 
duo  makes  the  calls,  praising  the  virtues  of  the  fact  that  Liv< 
mind  allows  its  partners  to  completely  own  their  content,  tha 
Livemind's  model  is  as  uninvasive  as  possible,  yadda  yadd 
yadda.  The  tone  of  the  pitch  varies  fror! 
leisurely  to  urgent,  and  sometimes  both  ; 
once:  "You  can  jump  on  now,  but  this  spac 
isn't  going  to  be  around  for  long."  A 
along,  all  ears  at  Livemind  are  attuned  t 
the  evanescent  vibe  known  as  buzz,  whic 
is  often  the  sole  reason  one  company  rist 
above  its  competition.  Buzz  is  mysterioi 
and  almost  impossible  to  create  with  P| 
efforts,  but  when  it  happens,  it's  pure  gol< 
Or  fool's  gold. 

On  March  29, 1  got  a  phoi> 
call  from  Josh.  This  tir 
the  noise  level  wasn't  met; 
phoric;    I    could    hardly    heal" 
him  over  the  sound  of  a  part'i 
Livemind's  first  VC  term  sheet  ha  ' 
just  arrived.  Not  money,  but  at  lea 
the  promise  of  money  to  come,  froi 
Technology  Crossover  Ventures  1 
Palo  Alto.  It  will  be  somethir* 
around  $10  million,  but  the  actim 
cash,  though  a  life-giving  transfa 
sion,  is  only  part  of  the  benefit.  Jal 
Reynolds,  a  general  partner  at  tft 
VC  firm,  was  already  looking  . 
ways  the  Livemind  model  might  1' 
tweaked  to  improve  it.  And  once  a  lead  VC  has  signed  ofl 
others  will  suddenly  get  interested.  It's  an  old  high  school  fa 
of  life:  If  you  had  a  date  for  the  prom,  you  could  easily  get  h; 
a  dozen  more,  but  if  you  didn't,  you  couldn't  pay  anyone  to  gi 
with  you.  Karen  and  her  crew  now  had  a  prom  date. 

tHE  signing  of  the  term  sheet  takes  place  on  April  11 
Livemind  can't  shop  any  deal  for  the  next  30  days,  but  tl  1 
company  can  now  get  bridge  loans  to  pay  the  bills  th. 
have  been  piling  up  and  hire  some  more  people  to  help  wii 
business  development  until  the  VC  money  is  in  the  bank.  "G< 
ting  funded  helps  tremendously  on  hiring,"  he  says  with  a  sari 
fied  smile.  "This  is  definitely  a  rite  of  passage." 

But  the  passage  would  suddenly  become  much,  much  moi 
perilous.  The  previous  week  marked  the  changing  of  everythin 
The  Nasdaq  plunged  25.3%,  and  the  wheels  began  to  wobhj 
on  e-commerce's  fast  train  to  fortune.  In  the  weeks  and  montl 
to  come,  Net  stocks  that  had  soared  into  the  stratosphere  wii  i 
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E  BABIES  Josh 
Lazar  (below,  left) 
and  Abraham  Thomas 
are  putting  good  stuff 
on  cell  phones,  while 
Sunni  Tweet  (bottom) 

whips  up  Wow. 


almost  erotic  exuberance  went  into  heart-stopping  spins. 

ires  of  eToys,  Drkoop.com,  Cybercash,  and  many  others 

mid  quickly  begin  trading  below  their  IPO  prices.  The 

ier  fortunes  that  had  seemed  almost  real  were  all  at  once 
:  ?er  losses  that  seemed  absolutely 

1.  Companies  such  as  Reel.com 

it  had  been  hiring  anyone  with  a 

lse  fired  everyone  and  closed 
\  doors.  AltaVista  delayed  its 
i).  Furniture.com  withdrew  its 
. ).  Ditto  Pointshare,  Greenwich 

:hnology  Partners,  Cellomics, 

O.Com,  and  a  long  list  of  others. 
•  mpanies  that  had  lived  a  kind  of 
;:d  Astaire  and  Ginger  Rogers  movie  life 
I  nt  up  in  smoke  like  film  stuck  in  the  pro- 
tor.  The  European  fashion  site  Boo.com, 

ing  on  a  cushion  of  $150  million  in  ven- 

■e  cash,  discovered  it  was  out  of  money 
jd  couldn't  find  another  sugar  daddy; 
.  o  sold  its  assets  for  less  than  a  penny  on 

:  dollar. 

There  was  blood  in  the 

eets  (not  to  mention  The 

•eet)  and  undisguised 
|e  in  the  press.  Reporters 

10  had  been  agog  at  the 
:  l-up  were  only  too  happy 
.  be  aghast  at  the  rout.  A 
iw  Web  site,  Fucked- 
:  'mpany.com,  sprang  into 
;ing  to  report  on  which 
'Tipanies  were  firing  peo- 
;■,  scrounging  for  money, 
I  expiring.  Not  surpris- 
!§ly,  the  site  became 
,bookmark  on  every 
|t-communard's  browser. 
;  imly,  Forrester  Research 
j:dicted  that  the  majority 
( e-commerce  dot-coms  would  be  out  of 
!  siness  by  2001.  With  dazed  expressions, 

:s  wandered  on  the  battlefield,  trying  to 
i  >arate  the  dying  from  the  already  dead. 

J  MONTH  LATER,  I  VISIT  LlVEMIND'S 
new  offices  at  130  Dore  Street.  The 
ground  floor,  which  the  still-small 
jmpany  expects  to  grow  into,  is  as  yet 
i  improved,  a  shell  of  raw  concrete  and  bare  steel  support 
jders.  Upstairs,  the  scene — and  the  mood — are  bright.  Sky- 
:  Kts  in  a  roof  of  white-painted  wood  give  the  place  an  airy 
(ling,  matched  by  the  open  floor  plan.  A  big  red  letter  E  from 
]  old  sign  stands  in  the  middle  of  the  floor.  The  view  across 
jr  alley  reveals  another  similar  building,  completely  gutted, 
jfore  the  fall,  one  would  have  imagined  another  dot-com 
;re  in  no  time.  Now,  that  doesn't  seem  as  likely.  Karen  has  an 
pee  at  the  new  site,  and  everyone  else  has  more  room  and 
pre  privacy.  At  least  until  several  new  hires  come  aboard. 


"This  space  will  last  us  about  nine  months,"  Ron  says.  Jockey- 
ing for  turf  is  already  well  under  way;  nobody's  going  to  want 
to  move  from  the  bright  second  floor  to  the  dark  ground  floor. 
You  can  almost  hear  the  kicking  and  screaming  now,  as  losers 
in  the  draw  are  dragged  toward  the  dungeon. 

The  news  during  the  past  month  has  been  relentlessly  bad. 
Only  a  few  days  before,  the  wedding  gift  site  Della.com  laid  off 
half  its  staff.  CDNow.com,  a  site  thought  to  be  one  of  the  big 
successes  of  the  boom,  is  said  to  be  almost  broke.  An  article  in 
The  New  York  Times  has  reported,  with  ill-concealed  satisfac- 
tion, that  people  who  left  lucrative  jobs  at  law  firms  and  broker- 
ages are  asking  for  their  old  jobs  back.  But  there's  no  feeling  of 
doom  in  Livemind's  sunny  new  home.  Karen  is 
heading  off  to  Kansas  City  for  talks  with  potential 
new  investors.  Rupert  Murdoch's  News  Corp.  has 
shown  interest  in  getting  involved  in  some  way.  Iain 
is  working  out  the  technical  wrinkles  in  Livemind's 
contextual  commerce  and  waves  off  the  dark  fore- 
bodings of  the  press.  "The  growth  in  this  market  is 
wireless  now,"  he  says,  "so  we're  pretty  well  pro- 
tected from  the  recent  downturn."  Ron  is  a  bit  less 
sanguine:  "There  is  a  feeling  that  a 
bullet  has  passed  us  by.  It  missed  us, 
but  not  by  too  much.  We  take  it  as  a 
very  good  sign  that  we  secured  our 
funding  while  the  whole  catastrophe 
was  taking  place."  Buzz  has  also 
happened.  Not  long  before  this  last 
visit  to  the  company,  Red  Herring 
magazine  named  Livemind  one  of 
10  companies  to  watch.  Everyone  is 
working  as  hard  as  ever;  things  still 
feel  bright,  new,  dauntlessly  upbeat. 
In  the  months  to  come,  Livemind 
will  hire  eight  more  engineers  and 
start  serious  searches  to  expand  its 
management  team.  Available  capital 
will  grow  to  something  over  $11  mil- 
lion, which  Ron  figures  they  won't 
burn  through  for  another  10  months. 
Toward  the  end  of  the  summer,  Karen  will  start 
on  the  third  round  of  financing,  and  young  Josh 
will  firm  up  a  crucial  alliance  with  Ticketmaster. 
Construction  will  start  on  the  downstairs  space. 

But  the  big  dogs  are  looking  at  wireless  com- 
merce and  licking  their  chops.  Business-to-consumer 
Internet  commerce  is,  for  the  moment,  about  as 
desirable  to  investors  as  leprosy,  but  wireless  Inter- 
net commerce  to  those  same  customers  is  hot.  Go 
figure.  Even  in  the  best  of  times,  however,  the  odds  are  still 
against  success,  and  these  are  far  from  the  best  of  times.  Standing 
in  the  sun-washed  center  of  this  little  corner  of  a  determined-to- 
be-brave  new  world,  all  you  can  do  is  wish  everyone  well. 

On  the  window  behind  the  fridge,  a  computer-lettered  sign 
is  taped  to  the  glass:  "Don't  open  or  close  this  window.  You 
could  electrocute  yourself,  or  CUT  OFF  our  Internet  access." 
Across  the  bottom  of  the  sign,  in  crayon,  someone 
has  scrawled  the  ritualistic  war  cry  of  an  Internet  startup: 
"Livemind  Rules!"  ■ 
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ie  wind  farm. 
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onitoring  station, 
arah 
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Sarah's  work  takes  her  everywhere  the 
wind  blows.  She  works  for  an  aeroelectnc 
power  company,  and  work  is  rarely  @  the 
office.  But  now  she  can  do  business 
anywhere.  With  the  Mobile  Internet 
Lucent  is  helping  to  create,  anyone  on  the 
go  can  have  the  full  power  of  the  Internet, 
right  at  their  fingertips.  Wherever  they 
are.  No  wires,  no  outlets,  no  desks.  When 
you  change  the  way  people  communicate, 
you  change  the  way  they  do  business. 
Lucent  Technologies.  We  make  the  things 
that  make  communications  work.™ 

Expect  great  things: 
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DEATH  RAYS2000 


THE  MILITARY  INDUSTRIAL  COMPLEX 


HAS  MORPHED  INTO  SOMETHING 


NEW  AND  FEROCIOUS 


BY  DAVID  H.  FREEDMAN 


pany,  is  clustered  around  a  large,  flat-screen  monitor  doing  what 
imputer  geeks  everywhere  do:  they  are  giving  each  other  low-key  grief,  talking  in 
Silicon  Valley  speak:  "hardbody  handover,"  "buzz  scan,"  and  "dwell  time." 


But  these  SVS  employees  aren't  adding  stickiness  to  an 

online  pet-cologne  Web  site  or  optimizing  rotating- 

banner  placement  in  a  Britney  Spears  chat  room. 

They  are,  instead,  honing  software  that  will  enable 

laser  beams  to  knock  missiles  out  of  the  sky. 

The  Reagan-era  Strategic  Defense  Initiative 
(SDI),  which  engendered  dreams  of  a  high  tech 
antimissile  "shield"  around  the  United  States,  is 
perceived  by  many  to  have  long  since  died.  But 
"Star  Wars,"  as  it  was  nicknamed,  is  in  fact 
alive  and  well,  embodied  in  several  long-range 
programs.  Despite  the  furor  over  recent  test 
failures,  many  experts  feel  that  this  time 
around  the  quest  has  a  far  better  chance  of 
succeeding.  One  crucial  difference:  the  enor- 
mous leaps  in  software,  computer  process- 
ing power,  electronics,  and  optoelectronics 
that  have  taken  place  over  the  past  two 
decades.  "The  technology  that  surrounds  us 
today — the  Internet,  PCs  on  every  desk, 
laptops,  the  C  and  C++  programming  lan- 
guages— has  all  developed  since  SDI,"  notes 
Paul  Shattuck,  a  director  at  Lockheed  Mar- 
tin Space  Systems,  which  is  heavily  involved 
in  the  new  Star  Wars  initiatives. 

While  these  technological  advances  are 
important  to  the  likely  success  of  Star  Wars, 
an  even  more  important  factor  is  at  work, 
and  it  centers  around  a  new  way  the  govern- 
ment, fast-moving  startups,  and  the  old 
defense  contractors  are  working  together. 

Call  it  the  rise  of  the  New  Military  Indus- 
trial Complex. 

The  old  military  industrial  complex  took 
shape  in  the  late  1950s  and  was  dominated  by 
megacorporations  such  as  Lockheed,  Martin 
Marietta,  Raytheon,  Northrop,  McDonnell  Doug- 
las, and  Boeing,  which  owed  their  existence  to 
huge,  lucrative  government  contracts.  The  result 

twas  cutting-edge  weaponry,  but  weaponry  that 
came  with  a  hefty  price  tag,  not  to  mention  a  fair 
amount  of  graft.  (Remember  those  $500  bolts?) 
Today  these  large  defense  contractors  have  shrunk. 
(Their  combined  worth  is  about  one-quarter  of  the  value 
f  AOL-Time  Warner.)  In  their  place  has  risen  a  slew  of 
img  companies,  perhaps  as  many  as  10,000,  that  are 
g  much  of  the  heavy  R&D  lifting  in  weapons  develop- 
ing when,  that  is,  they  aren't  spinning  out  commercial 


products.  In  turn,  the  government  is  acting  as  a  venture  capi- 
talist, funding  many  of  these  startups,  and  the  old  defense 
contractors  are  tying  the  whole  thing  together  as  nimble  inte- 
grators. It  is  a  brand  new  world  that  few  old-timers  in  the 
defense  industry  would  recognize,  a  world  as  futuristic  as  the 
weapons  it  is  creating. 

SMALL  BUT  SMART 

It's  not  easy  to  think  "small  business"  when  looking  at  the 
Airborne  Laser  program  (ABL),  headquartered  at  Kirtland  Air 
Force  Base  in  Albuquerque,  New  Mexico.  The  ABL  is  part  of 
the  air  force's  current  Star  Wars  effort,  which  is  now  called 
the  Ballistic  Missile  Defense  Organization  and  is  run  by  a  sep- 
arate entity  in  the  Department  of  Defense.  The  air  force  is  in 
the  process  of  fitting  14  three-ton  lasers  into  a  modified  Boe- 
ing 747,  intended  to  loiter  40,000  feet  above  global  hot  spots 
the  United  States  has  been  pulled  into.  The  aircraft's  sensors 
will  be  able  to  detect  the  fiery  plume  of  a  ballistic  missile 
launched  within  200  miles  or  so,  at  which  point  a  laser  atop 
the  plane  will  lock  onto  the  ascending  missile.  Another  laser 
will  measure  the  atmospheric  turbulence  between  it  and  the 
target,  and  then  a  third  laser  will  heat  and  soften  the  missile's 
skin  until  the  pressurized  fuel  within  it  bursts  through,  caus- 
ing the  missile,  nasty  payload  and  all,  to  topple  back  down 
toward  whatever  unlucky  foe  launched  it.  Time  from  detec- 
tion to  "kill":  12  seconds — max. 

While  the  old  defense  contractors,  namely  Lockheed  Mar- 
tin, Boeing,  and  TRW,  are  involved  in  the  air  force's  program, 
so  too  are  a  number  of  small  startups,  including  New  Mexico- 
based  SVS,  which  has  115  employees  and  is  headquartered  in 
Albuquerque.  Some  13  programmers  at  SVS  are  developing 
the  laser-aiming  and  tracking  software  used  on  the  Boeing 
747.  Thanks  to  this  work  and  other  mostly  defense-related 
contracts,  revenues  at  SVS  have  been  growing  at  about  25%  a 
year  and  are  projected  to  reach  $17  million  this  year.  The 
slick  headquarters,  located  in  a  futuristic-looking  shopping 
mall,  is  the  third  new  building  the  company  has  moved  into 
within  the  last  year.  As  with  most  government  work,  profits 
are  modest — about  7%.  But  that  fits  into  the  company's 
ambitious  game  plan,  says  SVS  Vice  President  for  Strategic 
Development  Mike  Hollis.  "You  don't  have  large  profits  in 
government  contracts,  but  it  helps  you  grow  because  you  can 
afford  to  hire  people  and  gain  experience,"  he  explains. 

Most  old-line  defense  contractors  were  highly  dependent 
on  government  funds  and  rarely  made  a  jump  to  commercial 
markets.  But  having  reached  a  sort  of  critical  mass,  says 
Hollis,  SVS  is  now  attempting  to  parlay  its  software  and  skills, 
built  up  largely  at  the  government's  expense,  into  commercial 
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success.  For  example,  a  Northwest  utility  company  will  use 
SVS  software  to  control  a  helicopter-mounted  camera,  capa- 
ble of  locking  onto  and  snapping  a  high-resolution  picture  of 
potentially  damaged  equipment  at  the  top  of  power  poles. 
This  picture  taking  will  be  done  during  a  45-mile-per-hour 
flyby,  at  a  fraction  of  the  cost  of  individually  inspecting  the 


In  today's  equivalent  of  the  Strategic  Defense  Initiative,  a  simu- 
lated 747  armed  with  lasers  shoots  down  an  enemy  missile. 

poles  or  waiting  until  a  breakdown  occurs.  A  laser  communi- 
cations system  SVS  developed  for  the  army  may  find  a  home 
with  corporations  that  want  to  cut  the  costs  of  linking  to  Inter- 
net backbones,  and  a  low-cost  system  for  helicopter  obstacle 
detection  currently  in  development  for  the  navy  may  end  up  in 
commercial  aircraft.  So  far  commercial  sales  account  for  about 
a  tenth  of  SVS'  revenues,  but  Hollis  says  the  company  plans  to 
increase  that  to  30%  in  coming  years.  Boeing,  for  one,  believes 
SVS  has  a  winning  game  plan;  in  June,  the  company  announced 
that  it  is  acquiring  SVS  for  an  undisclosed  sum. 

U.S.  CAPITAL 

The  government's  interest  in  working  with  small  high  tech 
companies  like  SVS,  in  fact,  goes  beyond  simply  contracting 
for  the  technologies  it  needs.  It  also  pays  companies  to 
develop  some  promising  technologies  that  it  probabl)  won't 
need.  After  all,  notes  Jeff  Bond,  good  R&D  usually  results  in 
products  that  contribute  to  the  nation  in  some  way  and  can 
lav  the  groundwork  tor  further  developments  that  will  even- 
tually pay  off  more  directly  to  the  funding  agency. 

Bond  is  head  of  the  Small  Business  Innovation  Research 

SBIR)  program.  Started  by  Congress  in   1982,  SBIR  is,  in 

essence    the  government's  venture  capital  arm.  Nine  Depart- 

ose  agencies  have  SBIR  programs,  including  the 

Defense  Organization  (BMDO).  As  head  of 

lardon  all  the  acronyms,  but  this  is 

,  after  all).  Bond  oversees  the  awarding  of 

n  contracts  a  vear  to  small  high  tech  com- 

cither  in  a  $65,000  early  proof-of- 

1,000  round  that  often  ends 


in  a  prototype.  Almost  by  definition,  Bond  won't  give  mone> 
to  projects  that  could  easily  qualify  for  more  conventional 
funding.  He  wants  the  projects  that  are  promising  but  whose 
payoffs  are  so  vague  or  uncertain,  at  least  in  phase  one,  that  nc 
one  else  —  including  investors  in  the  private  sector — wants 
them.  In  essence,  SBIR's  mission  is  to  keep  interesting  R&E 
efforts  at  small  companies  afloat.  And,  Bond  says,  the  prograrr 
allows  contractors  to  own  all  of  their  intellectual  property! 
Bond  does  try  to  focus  the  funded  technology  on  defense  appli-f 
cations,  but  he  says,  "As  long  as  the  technology  is  developecf 
and  goes  somewhere,  whether  it's  the  government  or  the  com- 
mercial sector,  I'm  satisfied.  And  even  if  it  doesn't  go  anywhere 
then  we  paid  $65,000  to  find  out  a  particular  technology  route 
doesn't  work,  and  that's  not  such  a  bad  deal." 

This  approach  fills  a  particularly  important  funding  ga 
the  field  of  optoelectronics,  which  is  critical  to  missile-ini 
cepts  but  still  too  commercially  far  out  to  attract  the  sort  o 
broad  private  investment  that  Internet  and  biotech  companiei 
have  attracted.  In  addition  to  the  nine  Department  of  Defensi 
(DOD)  agencies,  nine  other  federal  agencies  have  SBIR  pro 
grams,  but  BMDO — which  awards  about  10%  of  all  the  DC 
SBIR  funds — has  earned  a  reputation  as  being  among 
most  liberal.  Certainly,  there  are  critics  in  the  DOD 
would  rather  see  SBIR  money  funneled  into  projects  wit! 
more  clear-cut  returns  to  the  military,  Bond  concedes.  But  h( 
points  out  that  few  politicians  care  to  speak  out  against  .' 
program  that  is  popular  in  the  commercial  sector,  and  espe 
daily  in  the  small-business  sector. 

Sometimes  an  SBIR-backed  project  does  directly  benefit  th< 
government.  For  example,  Bond's  office  funded  a  small  com 
pany  called  Silicon  Designs  to  develop  a  radiation-resistan 
device  to  measure  acceleration,  though  at  the  time  there  vva: 
no  specific  need  for  it.  Eventually  the  device  was  installed  n 
the  new  Patriot  missile  (PAC-3),  made  famous  in  the  Gul 
War.  "PAC-3  Iprogram]  never  would  have  funded  it,"  say 
Bond,  "because  they  didn't  know  they  would  end  up  nee 
it."  But  more  likely,  he  adds,  the  technology  his  office 
will  end  up  in  the  private  sector.  Ten  times  as  many  SB1 
award  recipients  ultimately  sell  their  products  commercially 
as  sell  to  the  government. 

The  results  are  sometimes  spectacular.  Among  the  compa 
nies  whose  core  technologies  were  nurtured  by  Bond's  mi 
were  E-Tech  Research  and  CoreTek,  companies  being  acq 
for  $15  billion  and  $1.4  billion,  respectively.  Twenty-three  S 
recipients  have  gone  public.  In  his  small  office  near  the  Pel 
gon,  Bond  keeps  a  showcase  of  products  that  have  erne 
from  his  funding.  The  display  includes  a  solid-state  lightbull 
that  can  shine  for  15  years,  a  carbon  composite  aircraft  brak 
shoe,  and  a  heat  pipe  used  to  cool  Compaq  laptops. 

The  availability  of  this  sort  of  odd  funding  has,  perhap 
not  surprisingly,  helped  give  life  to  some  odd  companies 
Take  New  Dimensions  Research  &  Instruments,  a  Woburn 
Massachusetts,  firm  led  by  CEO  Jim  Hang.  Hang  is  ai 
applied  physicist  who  until  three  years  ago  was  conductini 
research  in  cancer  detection  at  the  Lahey  Clinic,  at  whicl 
point  he  decided  he  was  tired  of  turning  over  one-third  of  hi 
grant  money  to  support  the  hospital's  overhead.  With  th 
help  of  an  initial  SBIR  grant,  this  one  from  the  National  Insti 
tute  of  Health,  Hang  struck  out  on  his  own,  founding  Nev 


mensions,  which  to  date  has  received  10  SBIR  contracts  and 
mts  totaling  $4  million.  The  company's  12  employees  and 
other  dozen  in  a  new  Shanghai  office  are  involved  in  an 
believable  variety  of  endeavors,  including  development  of 
affordable  "confocal  laser  scanning  microscope"  that  can 
used  in  biological  research,  memory-chip  manufacturing, 
d  retinal  security  scans.  Another  of  its  products  is  capable 
reading  so-called  DNA  chips — chips  on  which  embedded 
ips  of  DNA  can  be  analyzed  at  high  speeds — at  rates  of  up 
50  times  that  of  the  best  current  readers. 
Why  look  to  the  government  for  funding?  Hang  says  VCs 
:ren't  interested  in  talking  to  him  before  he  had  prototypes 
•  his  products.  Now  that  he's  finishing  the  prototypes,  he 
nks  VCs  will  be  more  eager  to  speak  with  him,  but  he'd 
.her  stay  with  government  grants  and  contracts  for  now, 
asing  out  his  dependence  on  them  over  the  next  year  or 
o,  at  which  point  he'll  be  able  to  cut  a  better  deal  with 
/estors.  "If  we  took  VC  money  now,  they  would  sell  us  too 
ickly  because  they  want  quick  profits,"  says  Hang.  "We 
nk  we  can  build  an  industry."  In  the  meantime,  to  prepare 
:  the  ramp  up  to  manufacturing  and  marketing,  Hang  is 
gotiating  with  potential  partners;  Japanese  electronics  giant 
nwood  is  already  in  for  $2  million,  and  a  Chinese  com- 
ny  put  $4  million  into  the  Shanghai  operations. 

IE  INTEGRATORS 

e  rise  of  the  new  military  industrial  complex  hasn't  meant 
demise  of  the  old  defense  contractors.  In  fact,  most 
fense  projects,  including  the  various  Star  Wars  programs, 
ntinue  to  be  dominated  by  them.  In  the  old  days,  one  of 
:se  companies  would  win  a  large  contract  and  carry  out 
>st  of  the  design  and  much  of  the  manufacturing  itself.  But 
cause  the  large  contractors  have  been  hit  by  repeated 
mds  of  downsizing  and  consolidation  during  the  past  two 
cades,  they  have  been  forced  to  focus  their  efforts  less  on 
llding  individual  components  and  more  on  developing  a 
:e  competence  of  systems  integration — the  ability  to  weave 
»ether  and  manage  the  vast  number  of  components  and 
;ks  needed  to  produce,  say,  a  missile-intercepting  spacecraft 
a  jet  fighter.  Thus,  the  fact  that  small  companies  are  play- 
;  an  increasing  role  in  defense  and  other  government  proj- 
s  is  partly  a  result  of  the  growing  ability  of  old  defense 
ntractors  to  work  seamlessly  with  them,  in  spite  of  the 
en  large  differences  in  culture  and  work  styles. 
Take,  again,  New  Mexico-based  SVS,  which  is  developing 
laser-aiming  and  tracking  software  for  the  Airborne  Laser 
jgram  and  a  747  loaded  with  those  powerful  lasers.  Wea- 
ns software  development  was  long  considered  the  sole 
rview  of  large  contractors,  which  typically  gave  the  intri- 
:e  task  to  slow-moving  armies  of  programmers.  But  improved 
ftware  engineering  techniques  now  enable  the  giant  con- 
ctors  to  outsource  chunks  of  their  projects  to  smaller,  nim- 
:r  teams  of  programmers,  such  as  those  at  SVS,  who  are 
gely  free  to  attack  the  problem  as  they  see  fit.  Indeed,  this 
ihty  to  integrate  the  work  of  small,  outside  companies  into 
ger  projects  is  likely  to  make  some  of  these  independent 
us  increasingly  attractive  acquisition  targets  to  large  con- 
ctors,  now  that  the  trend  to  contractor  downsizing  appears 
have  leveled  off. 


The  giant  contractors  also  have  changed  the  way  they 
manage  their  relationships  with  subcontractors,  bringing 
even  the  smallest  contributors  into  the  decision-making  loop. 
Says  SVS'  Hollis:  "We  make  recommendations,  and  Lockheed 
Martin  listens.  We  don't  feel  like  subcontractors;  we  feel  like 
teammates."  Boeing  often  invites  its  subcontractors'  employees 
to  company-sponsored  recreational  events  and  produces  and 
distributes  press  releases  on  a  subcontractor's  behalf  when  it 
reaches  a  milestone. 

That  sort  of  partnership  has  been  made  possible,  in  part, 
by  the  government's  newfound  enthusiasm  for  simplifying 
the  acquisitions  process.  Traditionally,  the  military  and  most 
other  government  agencies  handed  large  contractors  book- 
length  specifications  on  every  aspect  of  a  project,  leaving  the 
contractors  little  room  to  take  advantage  of  the  more  creative 
and  freewheeling  aspects  of  small-company  subcontractors. 
Now  agencies  are  starting  to  rely  on  "performance-based 
contracting"  that  gives  the  big  contractors — and  thus  the 
smaller  subcontractors  to  which  they  turn — more  freedom. 
"We  didn't  tell  our  [big  contractors]  how  to  make  a  space- 
based  laser,"  says  Colonel  Neil  McCasland,  director  of  one  of 


A  killer  laser  may  someday  fire  from  a  turret  in  the  nose  of  a  modified  747. 

the  air  force's  Star  Wars  programs.  "We  just  told  them  the 
outcome  we  wanted  at  a  high  level."  Paul  Shennum,  until 
recently  the  Boeing  manager  in  charge  of  the  company's  piece 
of  the  ABL  program,  confirms  that  the  air  force  gave  the  com- 
pany free  rein  when  it  came  to  implementing  the  project.  "We 
got  a  two-page  statement  of  objectives  that  basically  said, 
'Shoot  down  a  goddamned  missile,  okay?' "  he  says. 

As  a  result,  the  large  contractors  can,  in  turn,  throw 
lower-level  goals  out  to  the  small-business  community  to  see 
what  sorts  of  solutions  they  come  up  with.  When  a  Boeing 
manager  visited  Pittsburgh-based  Brashear,  an  ABL  subcon- 
tractor producing  the  turret  window  through  which  the  laser 
will  fire,  he  was  shocked  to  see  a  worker  shaping  the  lens 
with  a  piece  of  sandpaper  fastened  to  the  end  of  a  broom 
handle  and  checking  the  results  by  occasionally  running  his 
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hand  along  the  lens  surface.  But  the  manager  kept  his  mouth 
shut,  and  the  lens  turned  out  perfectly.  For  the  ABL  program, 
meanwhile,  the  air  force  turned  away  from  a  long  tradition  of 


Orbiting  lasers  must  be  tested  under  outer  space-like  conditions. 

requiring  computer  processing  chips  to  be  specially  designed 
to  meet  damage-resistance  specifications,  allowing  SVS  to 
write  its  software  for  Power  PC  chips.  "A  lot  of  this  technology 
is  pretty  much  off-the-shelf,"  notes  Colonel  Ellen  Pawlikowski, 


the  air  force  program  director  of  ABL.  It's  probably  not  a 
coincidence  that  at  the  approximate  halfway  point,  the  ABL 
program  has  been  fairly  unique  among  ambitious  defense 
projects  in  that  it  is  on  time  and  within  budget. 

There  seem  to  be  no  losers  in  this  new  military  industrial! 
complex.  First,  there  are  the  obvious  advantages  to  the  econ 
omy:  The  government  seeds  new  technologies  with  ofte 
promising  commercial  value.  Second,  the  large  contractor 
agree  that  the  new  approach  provides  better  weapons  for  lei 
money  and  helps  them  function  in  a  more  streamlined  fashion 
"We  can  take  advantage  of  the  faster  ways  small  companie: 
are  used  to  operating,"  says  Dan  Wildt  of  defense  contractoi 
TRW.  "There's  a  big  overhead  associated  with  working  in  thi 
|  traditional]  contracting  environment."  Some  DOD  official: 
have  been  reluctant  to  use  small  companies  for  weapon: 
development  because  of  the  potential  increase  in  security  risks 
(The  major  defense  contractors  have  security  checkpoints  a 
most  of  their  sites,  while  visitors  generally  can  breeze  int< 
most  smaller  firms  working  on  weapons  contracts.)  But  mos 
experts  say  even  that's  not  a  problem  since  the  technolog 
being  developed  by  these  firms  is  generally  unclassified;  wha 
needs  to  be  kept  secret  is  exactly  how  the  technology  will  h 
integrated  into  a  weapon,  and  that  information  typically  isn'l 
revealed  to  these  companies. 

But,  in  the  effort  to  bring  small  companies  into  the  defend 
establishment,  the  best  gauge  of  success  may  be  to  count  ho 
many  CEOs  feel  a  sense  of  overwhelming  pride  the  first  time 
missile  headed  for  civilians  or  friendly  soldiers  is  yanked  fro 
its  trajectory  by  an  invisible  beam  of  light. 


Great  Balls  of  Fire... 

TECH   STARTUPS  ARE   MAKING  WEAPONS 


It's  no  longer  just  large  defense  contractors  that 
are  making  weapons  Small  firms,  many  of  them 
startups,  are  developing  cutting-edge  technolo- 
gies that  have  both  military  and  commercial  use 
and  are  straight  out  of .  well  ...Star  Wars.  Take 
the  Space  Based  Laser  program,  which  is  one 
of  the  government's  Star  Wars  endeavors.  At 
its  heart  is  a  laser  the  size  of  a  minivan  that 
converts  30  pounds  per  second  of  laser  fuel  into 
about  a  megawatt's  worth  of  focused  light.  Just 
a  few  hundred  kilowatts  can  turn  a  helicop- 
ter into  a  ball  of  fire  Behind  this  weapon  of 
destruction,  which  will  eventually  orbit  Earth,  is 
a  veritable  smorgasbord  of  small,  high  tech 
company  know-how.  The  silicon  and  expertise 
to  construct  the  large,  reflective  cone  critical 

the  laser  into  a  well-shaped  beam 

con  Crystals,  a  Rancho  Cordova, 

'    I  normally  produces  silicon 

nechanical  or  robotic  applications, 
i  h  SCl  had  to  develop  new 
iwing  crystals  large  enough  for 


the  laser  application, 
and  the  resulting  tech- 
niques can  now  be 
applied  commercially.  The  finished  crystals  were 
then  machined  by  a  small  precision  shop  near 
Houston  called  McCarter  Technology,  which 
serves  the  petrochemical  and  aerospace  indus- 
tries. Meanwhile,  the  reflective  coating  on  the 
cone  came  from  LohnStar  Optics  in  Escondido, 
California.  The  coating  is  so  efficient  that  the 
mirrors  absorb  only  about  a  ten-thousandth  of 
the  light  energy  that  strikes  them,  dramatically 
less  than  the  previous  generation,  eliminating 
the  need  for  a  heavy  mirror-cooling  system. 
Another  mirror,  about  one  foot  in  diameter,  cor- 
rects imperfections  in  the  beam  by  reshaping 
the  mirror  in  the  blink  of  an  eye,  thanks  to 
technology  from  Devens,  Massachusetts-based 
Xinetics,  which  also  sells  mirror  systems  to 
astronomical  observatories. 

It's  not  just  lasers  that  small  companies  are 
involved  in.  Intevac,  based  in  Santa  Clara,  Cali- 
fornia, has  built  an  "electron-bombarded  cam- 
era" for  detecting  the  faint  image  of  a  climbing 
missile  The  fastest  camera  ever  made,  it  is  sen- 


sitive down  to  the  level  of  a  single  photon 
particle  of  light  (even  fast  cameras  usually  neei 
thousands  of  photons  to  register),  and  can 
ture  8,000  images  per  second.  The  camera  gri 
out  of  combining  army  night-vision  goggle  tecl 
nology  with  the  company's  photonic  technoloj 
division,  and  it  is  helping  raise  revenues  fortl 
division  this  year  to  a  projected  $9  million,  ui 
from  $7  million  last  year.  (The  division  is  rui 
independently  from  the  rest  of  Intevac,  a  dis 
drive  component  manufacturer.) 

Or  consider  E00,  a  tiny  GTE  Governmen 
Systems  spin-off  in  Sunnyvale,  California,  spe 
cializing  in  devices  that  employ  lasers  to  maki 
measurements  at  a  distance.  When  E00  landei 
an  Airborne  Laser  program  (see  main  storv 
contract  two  years  ago  to  track  missiles,  th* 
company  was  able  to  increase  the  number  o 
employees  from  seven  to  12  and  boost  revenue 
from  $1  million  to  $3.5  million.  The  company  i 
currently  looking  for  potential  manufacturing  pari 
ners  for  commercial  applications  of  its  technol 
ogy,  including  a  remote  wind  sensor  for  airpi 
and  an  airborne-chemical  detection  system. 
DAVID  H.  FREEDM, 
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JVC  introduces  a  home  theater  system  so  beautiful,  you 
may  end  up  watching  it  instead  of  the  action!  Our 
Executive  Home  Theater's  innovative  design  enhances  any 
entertainment  environment  with  a  sleek,  brushed  aluminum 
console  and  five  solid  aluminum  speaker  cabinets.  Plus  a 
high-performance  subwoofer  with  100  watts  of  bottom  end 
for  a  high-end  DVD  experience.  And  it's  all  as  easy  to 
connect  as  it  is  to  watch.  JVC's  Executive  Home  Theater  - 
almost  as  exciting  as  the  movies  themselves. 


lilegant  brushed  aluminum 
l:onsole  fits  any  decor 

l>  solid  aluminum  speaker 
labinets  for  crisp  surround  sound 

|juilt-in  Dolby  Digital  &  DTS 
l)ecoders  for  a  riveting  home 
heater  experience 


Complete  home  theater  system: 
DVD,  CD,  AM/FM  tuner 

Easy,  single  cable  connection 
between  console  and  subwoofer 

Includes  speaker  cables  with 
mini-plugs  for  one  touch  connection 


W?XT<par — — 

—  — ' 


Dramatic  10",  100  watt 
powered  subwoofer 


For  your  nearest  authorized  JVC  dealer  call  1-800-252-5722 

or  visit  our  web  site  at:  www.jvc.com 


JVC 


donadams. 

Built  marinas  for  22  years.  Through  good  times  and  bad.  Now  buys  equipment  and  supplies  online. 


the  marine  industry's  online  marketplace 

oteiials  ro  hardware  to  electronics  and  more,  we're  the  marine  industry's  b2b  e-commerce  marketplace. 


888-451-41     1     1 


WWW.MAREX.COM 
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huge,  hyperthyroid   New 


the  question   in  his   Editor's 


inomy  magazines  are  growing  fr0m  the  boom.  Which  of  the  Letter  on  page  18.) 
ter  and  getting  richer  faster  New  Economy  magazines  is  built  Surveying  the  New  Economy 
t  n  any  class  of  publications  to  withstand  a  shakeout?  And  magazine  landscape  and  prog- 
l.S.  history.  While  this  phe-  which   could  join   the   ranks  nosticating  the  future  are  Forbes 
nenon  reflects  the  growth  of  of,  say,  our  parent  magazine,  ASAP  Contributing  Editor  Richard 
digital  economy  itself,  the  Forbes?  (This  brings  up  another  Rapaport   and   University   of 
stion  "How  long  can  the  tech-  question:  Why  does  Forbes  ASAP  Mississippi  Professor  Samir  A. 
ogy  boom  go  on?"  naturally  feel  inclined  to  weigh  in  on  the  Husni,  one  of  the  nation's  lead- 
tains  to  the  future  of  the  fate  of  its  would-be  competitors?  ing  magazine  analysts. 


[azines  covering  and  profiting  Editor  Michael  S.  Malone  tackles 


— The  editors 
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BY  RICHARD  RAPAPO 


, 


B 


Red  Herring 


FOCUSING  ON  A  NARROW  MARK 


"Industry  Standard  readers  work  for 
Red  Herring  readers,  Business  2.0  read- 
ers work  for  Industry  Standard  readers, 
and  Fast  Company  readers  work  for 
Business  2.0  readers."  Red  Herring  Edi- 
tor Jason  Pontin  iterates  his  twist  on  the 
New  Economy  magazine  food  chain 
with  Oxford  Union  grandiloquence. 
Born  in  London  but  raised  in  Northern 
California,  Pontin  evokes  the  manner- 
isms, cheek,  and  inflection  associated 
with  the  satire  magazine  Punch  rather 
than  a  technology  business  magazine  that 
began  as  a  venture  capitalist  newsletter. 

Today,  Red  Herring  is  unrecogniz- 
able from  the  64-page  inaugural  issue 
that  former  investment  banker  Tony 
Perkins  produced  in  the  proverbial 
Woodside  garage  in  May  1993.  The 
June  2000  Red  Herring  is  one  of  the  fat- 
test business  magazines  in  history,  with 
628  pages,  311  of  them  containing  ads. 

Something  that  hasn't  changed  is  Red 
Herring's  conceit,  as  postulated  by  Pon- 
tin, that  the  magazine  is  by,  and  for,  tech- 
nology business  top  dogs  who  know 
from  whence  the  technology  develops 
and  the  money  comes.  This  insinuation  of 
high  tech  insiderhood  pervades  the  publi- 
cation. Tagging  itself  as  the  magazine 
covering  "The  Business  of  Technology," 
each  issue  offers  an  industry-specific  sec- 
tion along  with  coverage  of  the  venture 
capital,  entertainment,  information,  and 
medical  technology  worlds.  In  June,  the 
Herring  also  managed  to  nail  timely  sto- 

-  about  the  explosive  Japanese  wireless 

provider  Do(  oMo,  genome  czar  J.  Craig 

iu  courant  MIM/Napster 

|  ;  the  longer  stories 

vtion  featuring 

th  I  ices,  as  well 

nent-relati  mns,  which 

ikes  the  magazine  a  statistical  feast 

"     Forbta   ASAP 


for  investors  and  wannabe  big  fish. 

Once  tagged  as  a  VC  tout  sheet,  Red 
Herring  now  shows  the  courage  of  its  own 
convictions.  In  its  June  "100  Most  Impor- 
tant Companies  in  the  World"  issue,  the 

First  Issue:  May  1993;  64-page  venture 

capital  newsletter 

Tag  Line:  "The  Business  of  Technology" 

Frequency:  Biweekly 

Circulation:  300,000  (internal  estimate) 

Staff:  268 

June  2000  Issue:  628  pages 

Top  Dogs:  Tony  Perkins,  chairman;  Jason 

Pontin  (below),  editor,  Red  Herring 


magazine  published  a  retrospective  of  its 
1999  top  business  picks.  "Perhaps  most 
shocking  for  the  Herring  editors,"  the 
stor\  began,  "is  the  decimation  of  1999's 
top  50  private  companies  list:  Only  four 
have  returned  for  an  encore." 

Complaints  about  heft  and  slow- 
footedness  have  led  Red  Herring  to  tran- 


sition, along  with  its  nearly-as-fat  dop 
pelganger,  Business  2.0,  from  a  monthl' 
to  twice-monthly.  But,  in  fact,  its  sizi 
has  diminished  very  little. 

It  was  to  lock  down  Red  Herring 
transition  this  spring  that  Herring  Edito 
Pontin  conducted  a  meeting  in  the  mag, 
azine's  geek-sleek  offices  in  a  converts 
brewery  in  San  Francisco.  The  Herring 
currently  staffed  at  268,  was  hiring  sd» 
many,  so  fast,  that  Pontin  didn't  knov  j 
which  bureaus  and  satellite  offices  wer 
patched  in.  "Hi,  everyone,  who's  there?' 
he  implored  at  one  point.  "Is  Londoi 
there?  L.A.?" 

Informed  that  "L.A.  is  in  London,| 
Pontin  sagged.  "Let's  begin  without  L.A.. 
he  declared,  provoking  laughter  from  th 
20-plus,  mostly  twentysomethings,  pre 
sent.  Red  Herring's  increasing  reach  i 
part  of  a  master  plan  to  take  the  maga|iis 
zine  global. 

This  expansion,  with  bureaus  staffinj 
up  in  Los  Angeles,  London,  New  York 
and  Hong  Kong,  plus  a  corps  of  writer 
hired  at  six-figure  salaries  from  Forbeit 
The  Wall  Street  Journal,  and  othe 
majors,  is  being  fueled  by  the  growth  cj  ;■- 
ad  revenue.  According  to  Perkins,  now: 
chairman  of  the  magazine  he  founded, 
the  company  took  in  $34  million  in  199 
and  expects  to  top  $100  million  this  yea 
But  this  may  still  not  be  enough. 

In  May  of  this  year,  Red  Herring  pui 
chased  technology  news  provider  Stock 
Master.com  to  beef  up  the  magazine 
Internet  presence.  This  reflected  the  nee 
to  integrate  a  multimedia  tactic  that  an 
mates  most  New  Economy  magazines.  1 
is  a  strategy  premised,  according  to  Kell 
Conlin,  president  and  CEO  of  Inter 
national  Data  Group,  owner  of  rn. 
Industry  Standard,  on  the  fact  that  "w  j 
don't  start  publications  anymore,  wj 
start  brands." 

The  brand  name  Red  Herring  Perkin 
chose  as  a  ruse,  he  concedes,  "to  tori. 
people  to  dig  deeper  to  understan 
the  name's  apparent  inconsistent 
In  one  issue,  the  Herring  established  ii 


' 


ipetuous  tone  with  an  open  letter 
j  rising  3DO's  CEO,  Trip  Hawkins,  not 
t  take  his  company  public.  In  1996, 
j  nting  was  held  up  while  cover  girl 
\  n  Polese  agonized  over  what  to  name 
t  startup  before  choosing  "Marimba." 

Perkins  admits  to  serendipity  at 
I  ng  there  at  the  start  of  the  VC  Big 
1  ig.  But  he  isn't  shy  about  suggesting 

:t  his  magazine  understands  the 
|vate  technology  investment  model.  It 
i.  a  model  that  he  believes  applies 
|  well  to  the  emerging  global  econ- 
liy  that  Red  Herring's  ascent  as 
t  Forbes,  Fortune,  or  Business  Week 


of  the  New  Economy  is  ordained. 

Still,  Red  Herring  is  not  quite  within 
sight  of  Perkins'  goal.  The  magazine 
says  its  circulation  is  around  300,000, 
and  its  rate  for  a  full-page  color  ad  is 
$29,995.  This  is  not  yet  in  Forbes'  range 
of  850,000  circulation  and  its  $70,820 
rate  for  a  single-page  ad. 

But  Perkins'  stated  early  goal,  "to 
stay  close  to  the  venture  capital 
industry,"  remains  intact.  As  long  as  the 
VC  model  dominates  the  tech  sector  and 
startups  crave  buzz-inducing  New  Econ- 
omy magazine  advertising,  Red  Herring 
has  a  shot  at  achieving  its  aim. 


Business  2.0 


FASTEST  GROWTH  OUT  OF  THE  BLOCKS 


I -headed  in  a  glass-walled  conference 
|>m,  Business  2.0  Editor  James  Daly 
liches  over  a  laptop,  speaking  into  the 
1  idset/microphone  nesting  in  his  curly 
Ir.  The  door  is  blocked  by  several  of 

I  >t  Issue:  July  1998 

I I  Line:  "New  Economy.  New  Rules. 
\  v  Leaders." 
I  quency:  Biweekly 

I  culation:  209,302  (BPA  International) 
Iff:  120 

•  le  2000  Issue:  408  pages 

I I  Dog:  Jim  Daly  (below),  formerly  of  Forbes 
/4Pand  Wired 


the  hundreds  of  boxes  being  manhan- 
dled by  United  Van  Lines  employees. 

It  is  moving  day  at  the  209,000-circu- 
lation,  2-year-old  cross  between  the 
relentlessly  instructive  Fast  Company 
and  Wired,  the  restlessly  hip  chronicle  of 
future  lifestyles.  Business  2.0's  breezy 
style  and  Web-imitating  navigational 
model  don't  hide  the  true-believer  mind- 
set, according  to  Daly,  "that  the  Internet 
has  fundamentally  changed  the  rules  of 
business."  Originally  aimed  at  high-level 
corporate  "change  agents"  who  are 
also  Fast  Company's  target  audience, 
Business  2.0  has  found  its  niche  among 
middle  managers  keen  to  integrate  the 
Internet  into  their  working  lives. 

"It's  a  gee-whiz,  wannabe  audience," 
is  Upside  CEO  David  Bunnell's  grumpy 
take  on  Business  2.0.  But  Daly's  maga- 
zine is  growing  faster  than  its  competi- 
tors and  takes  the  business  paradigms  of 
the  wired  world  more  to  heart.  To  Daly, 
Business  2.0  is  more  than  a  magazine;  it 
is  "an  ideology,  a  lifestyle."  How  else  to 
explain  the  magazine's  relentless  pursuit 
of  the  "new,"  a  word  that  appears  four 
different  times  on  the  June  13  cover? 

The  40-year-old  Daly  finishes  at  his 
makeshift  workstation  and  maneuvers 
past  the  moving  boxes  to  his  nearly  empty 
former  cubicle.  With  a  staff  of  120  and 
growing,  Business  2.0  is  leaving  its  offices 
in  an  isolated  industrial  park  south  of  San 
Francisco  and  is  moving  into  a  larger 
office  complex  a  few  miles  away. 


RATING  THE 


NEW  ECONOMY 


MAGAZINES 


BY  SAMIR  A.  HUSNI 


Publishing  a  magazine  is  a  crapshoot 
at  best;  more  than  half  fold  in  the 
first  year.  The  fat  "New  Economy" 
magazines  are  no  exception. 

I  say  this  even  as  the  magazine  industry, 
as  a  whole,  is  experiencing  a  surge,  thanks 
in  large  part  to  the  emergence  of  e-com- 
merce  advertising  dollars.  In  fact,  the  tech- 
nology sector  is  leading  the  Publishers  Infor- 
mation Bureau  as  the  No.  1  category  in  ad 
revenues  ($203  million),  up  51.9%  this  May 
compared  to  the  same  month  last  year,  top- 
ping the  automotive  category  for  the  first  time 
since  Henry  Ford  first  placed  his  Model-T  ad 
in  a  magazine. 

Since  their  inception,  business  maga- 
zines have  led  the  way  in  introducing  new 
economic  trends.  Fortune's  inaugural  cover 
heralded  the  turning  wheels  and  gears  in  the 
advent  of  the  Manufacturing  Age.  But  when 
"new"  becomes  mainstream,  rivals  will 
gather,  and  a  fight  for  survival  will  ensue. 
The  more  the  tech  industry  explodes,  the 
faster  it  will  grow  into  a  conventional  entity, 
and  there  will  be  no  need  but  for  a  mere 
handful  of  specialized  publications.  Market 
forces  will  cull  out  some  of  the  losers.  Some 
will  cull  themselves  by  not  responding  quickly 
enough  to  the  market,  which  is  extremely 
fickle.  Witness  PC  Sources  and  Windows 
Sources  magazines,  which  both  launched 
with  the  largest  number  of  ad  pages  ever, 
420  in  1990,  and  318  in  1993,  respectively. 
Today  these  publications  are  relics  of  the 
recent  past,  like  so  many  of  the  technology 
products  in  the  advertisements  that  once 
graced  their  pages. 

It's  worth  noting  that  in  a  time  when 
more  advertising  dollars  are  being  gener- 
ated by  the  tech  sector  than  any  other  indus- 
try, the  push  to  launch  new  business  maga- 
zines has  slowed  considerably.  In  fact,  last 
year  witnessed  a  marked  drop  in  the  number 
of  launches. 


Forbes  ASAP    August  21,  2000    I     159 


VP  Ma.ketm^oeod  Serv.ce  S«^     „*» 
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Multi-Function  Centers  that 
work  the  way  you  do 


We  know  how  you  feel.  These  days  no  matter  how  much  you  do,  it's  never  enough. 
That's  why  our  Multi-Function  Centers  are  designed  for  maximum  performance  and 
versatility— so  that  they  can  keep  pace  with  your  hectic  work  schedule. 

Just  like  you,  our  Multi-Function  Centers  are  multi-talented;  their  skills  include  plain 
paper  faxing,  laser  or  color  printing,  copying,  scanning,  PC  faxing,  and  video  capture,  some 
even  have  flatbed  copying  or  scanning  for  books  and  magazines!  And  there  are  over  a 
dozen  Multi-Function  Centers  to  choose  from,  so  you  know  you'll  find  the  model  that 
works  for  you...  no  matter  how  you  work. 

A  VARIETY  OF  MODELS  AVAILABLE  AT: 

Office  Depot.  OfficeMax,  Staples.  Comp  USA,  J&R  ComputerWorld.  MicroCenter,  Fry's  Electronics, 
Global  Computer  Supplies,  PC  Connection.  MicroWarehouse  and  CDW 


J 


MFC-4350 

3-IN-1  LASER 

MULTI-FUNCTION  CENTER 


Plain  Paper  Fax,  Laser  Printer,  Copier 
About  S349. 


ty  M 


MFC-7150 

o-IN-1  COLOR 

MULTI-FUNCTION  CENTS 


Color  Printer,  Color  Copier,  Color  Scanner, 

Plain  Paper  Fax.  Color  PC  Fax,  Video  Capture 

About  $349. 


MFC-830O 

3-IN-1 

12PPM  LASER 

MULTI-FUNCTION 

CENTER 


MFC-MOO 

4JN-1 

12PPMLASE 

MULTI-FUNCT). 

CENTO! 


Plain  Paper  Fax.  Laser  Printer,  Copier 

About  $399. 

Fax.  Printer,  Copier,  Scanner,  PC  Fax.  Video  Captun 

About  $499. 


'I 


COLOR 
MULTI-FUNCTION 


Color  Printer,  Color  Scanner,  Color  Copier 

Plaki  Paper  Fax.  Color  PC  Fax.  Video  Captm 

About  1579. 


MFC  9600 

6-IN-1 

LASER  FLATBED 

MULTI-FUNCTION  CENTER 


Pier  Paper  Fax.  Digital  Copier.  Laser  Printer. 

Color  Scanner,  PC  Fax,  Video  Capture 

About  $499. 
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EAVYWEIGHT  CONTENDERS 


The  move  coincides  with  the  maga- 
e's  transition  to  twice  a  month,  begin- 
lg  with  the  June  13,  2000,  issue,  a 
J-page  book,  more  than  half  filled 
:h  ads,  including  both  dot-com  pitches 
d  conventional  "lifestyle"  ads.  Daly 
s  what  he  calls  "Old  Economy"  adver- 
ng  as  necessary  insurance  against  a 
ing  up  of  the  startup  market. 
Current  industry  buzz  also  includes 
inions  about  an  imminent  technology 
/ertising  slowdown.  "There  has  to  be 
hakeout,"  contends  Lorraine  Fox,  a 
leral  partner  at  Crescendo  Ventures,  a 
o  Alto-based  VC  firm  investing  in  a 
de  range  of  startups.  "The  business 
•dels  are  under  scrutiny,  and  we  don't 
ieve  that  advertising  is  necessarily  the 
all  solution  for  brand  creation,"  she 
■s.  Daly  has  another  take.  "People 
o  say  the  bubble  is  going  to  burst  are 
opic.  There's  junk  out  there,  but  new 
s  and  CBSs  are  being  created." 
One  of  those  was  a  fledgling  Internet 
Dne  enabler  called  Kablink,  which  the 
[  11  issue  praised  as  a  "sure  shot." 
The  day  the  article  appeared,  the 
npany's  crucial  second  round  of  fund- 
had  failed  to  materialize.  Kablink 
s  in  the  final  stages  of  shutting  down. 
Still,  Daly  is  betting  that  publishing 
ice  monthly  will  reduce  the  missed 
:sses  as  well  as  cut  each  issue's  size 
half — essential,  he  suggests,  because 
500  pages  "it  is  like  a  piece  of  carry- 
luggage." 


Business  2.0's  evolution  mirrors 
Northern  California's  tight  world  of  tech- 
nology journalism.  Prior  to  founding  his 
magazine,  Daly  worked  at  Forbes  ASAP 
and  then  at  Wired — Business  2.0,  he  sug- 
gests, being  "the  next  iteration  on  both." 

Leaving  Wired  in  1997,  Daly  landed 
at  Imagine  Media,  a  $90  million-revenue 
trade  technology  publisher  with  a  stable 
of  unbrilliant  titles  like  PC  Gamer,  Mac- 
Addict,  and  Games  Insider.  With  com- 
pany founder  Chris  Anderson,  Daly 
assembled  a  staff,  plotted  editorial  con- 
tent, and  tried  on  names.  It  was  during  a 
conversation  between  Anderson  and  Jeff 
Bezos  at  a  conference  that  the  Ama- 
zon.com chief  suggested  Business  2.0. 

The  inaugural  July  1998  issue  res- 
onated with  readers  and  advertisers. 
Beginning  with  an  ad  rate  based  on 
125,000  circulation,  the  magazine  hit 
209,000  in  18  months.  A  British  edition 
has  been  launched.  With  a  German  edi- 
tion launching  this  month,  along  with  a 
Korean  edition,  and  licensing  deals  in 
Israel,  Italy,  South  Africa,  and  Latin 
America,  Business  2.0  is  following  Red 
Herring  in  driving  for  a  global  audience. 

"We're  growing  faster  than  Red  Her- 
ring or  Fast  Company,"  Daly  says  about 
his  publication,  which  has  become  Imag- 
ine Media's  top  earner,  yielding  nearly  $4 
million  an  issue.  He  is  nonetheless  prepar- 
ing for  the  next  summit  assault.  "Forbes 
and  Fortune  are  great  magazines.  "We 
want  to  be  up  there  with  them." 


he  Industry  Standard 

HARD  NEWS,  HARDER  TO  KEEP  UP 


1997,  while  Jim  Daly  was  still  at 
red  ruminating  about  the  future,  col- 
gue  John  Battelle  sat  a  few  feet  away 
mulating  his  own  plans  for  what 
uld  become  The  Industry  Standard. 
the  '90s  faded  away,  people  at  Wired 
re  bailing.  The  Saturday  Evening  Post 
.he  digital  age  was  facing  hard  times, 
i  by  outside  money  and  soon  to  be 
ed  by  Conde  Nast,  the  New  York- 
ed  magazine  chop  shop. 
It  was  not  a  happy  time  for  Battelle, 
funding  editor  and  poster  boy  for  the 
iverent  precocity  that  was  the  maga- 
e  at  its  best.  "There  are  two  kinds  of 


magazines,"  Battelle  says,  explaining 
Wired's  deflation,  "those  for  partici- 
pants and  those  for  spectators."  With 
Wired,  Battelle  says,  "people  coming  to 
the  party  to  watch  overwhelmed  the 
ones  who  wanted  to  be  involved." 

He  sits  at  a  table  outside  The  Depot, 
one  of  the  coolest  haunts  in  the  Marin 
County  town  of  Mill  Valley.  From  behind 
attitudinal  shades,  Battelle  describes  how 
within  two  years  he  transformed  his 
concept  for  a  weekly  covering  the  Inter- 
net economy  to  a  $150  million-a-year 
multimedia  conglomerate,  complete  with 
rumors  of  an  IPO. 


Business  Magazine  Launches  with  Quarterly 
Frequency  or  More 

1990    1991    1992    1993    1994 

Started  7  4  3  11         16 

Still  Published       2  3  2  3  6 

1995  1996  1997  1998  1999 

Started  12         17         18         28         11 

Still  Published         3  6  5         10  6 

-Total  number  of  business  magazines,  including  annuals  and 
one-shots,  launched  in  the  last  10  years:  205 

-  Total  number  of  business  magazines  published  four  times  or 
more  launched  in  the  last  10  years:  127 

-  Total  still  being  published,  as  of  June  2000: 46 

-  Survival  rate:  36.2% 

This  phenomenon  can  only  be  explained 
by  the  increasing  coverage  technology  has 
received  as  it  becomes  accepted  as  a  main- 
stream force.  By  this  I  mean  that  the  subject 
matter  of  technology  is  finding  its  way  into 
more  established  magazines  and  quickly 
becoming  a  regular  topic.  And  I  don't  mean 
just  in  business/finance  magazines  such  as 
Time,  Business  Week,  and,  yes,  Forbes,  but 
also  in  Vogue,  Elle,  GO,  and  a  host  of  others 
in  a  broad  range  of  categories.  Add  to  this 
the  fact  that  some  New  Economy  magazines 
have  grabbed  the  torch  and  run  with  it,  and 
it  becomes  even  tougher  for  startups,  espe- 
cially those  that  lack  the  support  of  a  major 
publishing  company.  You  could  not  have 
started  Upside  or  Red  Herring  today  with  the 
same  garage  band  mentality  that  we  saw 
in  1989  and  1993.  It  took  Fast  Company 
almost  two  years  from  its  conception  in 
1993  to  find  an  angel  and  the  necessary 
funds  to  get  up  and  running.  It  was  not  until 
the  mid-'90s  that  the  established  magazine 
publishers  jumped  gung  ho  into  this  field. 

The  big,  almost-forgotten  question  is: 
What  about  the  readers?  Can  I,  the  reader, 
still  access  and  comprehend  the  information 
I  want  from  a  600-page  magazine  published 
once  a  month?  Will  I  have  time  to  digest  this 
information  before  the  next  behemoth  is 
published?  Or  are  publishers  serving  the 
advertisers  first,  rather  than  the  audience, 
thereby  becoming  branding  machines  rather 
than  responsible  gatekeepers? 

While  I  know  there  is  no  such  thing  as 
a  formula  for  success  in  the  magazine 
business,  over  the  years  and  through  my 
research  I've  come  up  with  certain  determi- 
nants that  can  either  hinder  or  enhance  a 
magazine's  chances  of  survival. 

First  and  foremost,  a  clear  and  concise 
concept  is  absolutely  critical.  The  concept  is 
like  a  lighthouse  that  will  guide  all  the  ships 
to  safety:  To  develop  loyalty  among  adver- 
tisers and  readers,  a  magazine  needs 
to  establish  a  reliable  identity.  Second,  a 
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With  mimio,  any  whiteboard  becomes  an  electronic  whlteboa 

Every  Idea  should  be  this  good. 


Ever  wish  you  could  quickly  share  the  results  of  your  latest 

brainstorming  session  with  co-workers  or  clients?  Now  you 

can  with  mimio.  Simply  attach  it  to  any  whiteboard  up  to 

8  fe.et  arid  connect  it  to  a  PC.  Then  insert  a  standard 

Expo   marker  into  a  mimio  stylus  and  start 


:ig.  The  mimio  software  captures 
— ite  or  draw  in  color  and  in 


,vg.V 


real  time.  Print,  fax,  e-mail,  drag  and  drop  into  ; 
Windows    application,  or  share  notes  across  I 
Internet.  At  less  than  2.5  lbs.,  mimio  is  portable  an 
durable.  Perfect  for  travel.  And  it's  priced  at 
$499  including  everything  you  need  to  turn 
whiteboard  into  an  electronic  one.  For  a  demon 
visit  us  at  www.mimio.com  or  call  1.877.my 
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Think  it.  Share 


AVYWEIGHT  CONTENDERS 


l"Oearh/,"  Banrlr  says,  "a  large  group 
oeople  needed  an  information  source 
>ut  the  business  of  the  h  -  -.r  just 

iut  the  same  time.  at  the 

'manorial  Data  Group,  the  S4  billion 
-ton-based  owner  or  dozens 
lis,  including  PC  World  and  CIO,  were 
ching  a  similar  conclusion.  According 
DCs  Kelly  Conlin.  the  some 

spelling  parallels  arguing  for  an  Inter- 
i  industry  week.  -  -  ge  in  advems- 
.  Billboard  in  entertainment.  AutoWeek 

utomonve  industry." 
in  June    199",    Battelle   spoke   to 
E  Chairman  Patrick  McGorem,  who 

t  Issue:  May  1999 

.  Line:  The  News  Magazine  of  the 

loency 

ulatior  :-      - 

r.  :'.:- 

e  26, 2000  Issue  '. 

Dogs:  .     v  -r     \~~- 

Angeles  Times  technology  editor  John 

e  e  :e  :       :~z-    :"  ,'.  -f: 


L'Uaded  him  to  write  a  business  plan, 
telle  quickly  pounded  out  a  memo 
ailing  a  weekly  magazine  and  ancil- 
multimedia  businesses  that  blan- 
d  the  Internet  as  an  industr 
ie  was  given  the  go-ahead  and  left 
2d  in  July  1997.  By  April  1998,  The 
istry  Standard  Web  site  was  up  and 
magazine  was  being  published  in  a 
<  and  wTought-iron  gem  in  San  Fran- 
ks tony  Barbary  Coast  area, 
litially,  the  name  The  Industry  Stan- 


>eemed  less  gemlike.  "The  consensus 
was  to  call  the  thing  Internet  Standards 
.  ills.  But  Battelle  was  convinced  that 
within  the  next  10  years  the  Internet 
would  be  so  ubiquitous  the  term  would 
lose  its  power.  'Industry,1  is  a  cool  word" 
is  his  definitive  take. 

When  the  magazine  appeared,  the  ini- 
tial response,  particularly  by  advertisers. 
highly  positive,  even  with  an  under- 
whelming 1  "5,000  print  run,  with  much 
of  the  magazine's  distribution  free.  But 
from  the  beginning  the  size  of  the  book 
impressed:  consistently  over  250  pages. 
with  the  number  of  advertisers  averaging 
12  -    solid  $15,000  to  $20,000 

for  a  one-time,  full-page  color  ad.  It 
added  up  to  a  weekly  that  was  stunningly 
fatter  than  established  industry  standards 
such  as  People  and  Seu-sweek.  With  its 
prosperous  appearance  engendering  an 
air  of  authority,  The  Industry  Standard 
quickly  became  a  must-read  weekly  and 
one  of  the  nation's  20  top  revenue-pro- 
ducing magazines.  "The  consensus  is  that 
Industry  Standard  is  the  magazine  most 
in  touch  with  the  New  Economy,"  says 
Jim  Romenesko,  whose  Medianews.org 
Web  site  has  become  a  must-read  of  its 
own  for  publishing  industry  executives. 

Eschewing  the  feature  stories  that 
drove  the  other  New  Economy  maga- 
zines. The  Industry  Standard  stuck  to 
hard  news,  key  personality  and  com- 
pany profiles,  commentary,  metrics,  and 
a  deep  take  on  executive  recruiting, 
enabling  readers  to  keep  up-to-date  with 
the  fast-moving  online  world. 

As  he  constructed  his  organization, 
Battelle  ruthlessly  recognized  his  own 
limitations.  "I  was  one  of  Wired*,  cheer- 
leaders, intimately  involved  in  the 
coolness,"  he  says  about  the  need  for 
a  "hotter,"  more  hard-boiled  journalist 
as  editor-in-chief.  He  hired  Jonathan 
Weber  from  the  Los  Angeles  Times. 

Battelle's  attitude  toward  staff  build- 
ing was  ruthlessness  in  reverse.  He  was 
simply  not  interested  in  quibbling  over 
salary.  "I  don't  mind  paying  more,"  he 
says  about  what  he  sees  as  the  fundamen- 
tal need  for  hiring  talent.  When  an  editor 
comes  to  Battelle  with  a  potential  hire 
and  a  budget  shortfall  of,  say.  $10,000, 
his  response  is,  "Thank  you  for  keeping 
to  the  budget.  Pay  them  SI 5,000  more." 

Today  The  Industry  Standard  employs 
305  people.  "That  was  yesterday,"  Battelle 
laughs.  "We're  hiring  60  people  a  month." 


audience  has  to  be  found — one  that 
can  afford  the  price  of  the  magazine  and  the 
advertised  goods  in  it.  It's  not  enouf 
have  a  circulation  of  1.5  million  anymore. 
The  key  is  to  find  and  retain  a  reaoe 
eager  to  interact  with  the  publication  —  in 
other  words,  read  the  articles  and  buy  all 
those  advertised  products.  Interaction  is  an 
important  component  to  consider  when  pub- 
lishing a  New  Economy  magazine.  This  is  an 
equation  that  involves  answenng  the  ques- 
tion early  on  of  how  the  audience  will  imple- 
ment the  rules  of  the  New  Economy  with  the 
tools  of  technology. 

Third,  a  major  determinant  of  success  is 
having  an  advertising  revenue  base  that  can 
withstand  the  changing  marketplace.  With 
the  big  push  to  secure  more  advertising  dol- 
lars, and  the  split  of  some  magazines  from 
monthlies  to  publishing  every  other  week, 
delivering  more  information  more  often 
ens  to  engulf  readers.  Fourth,  having  a 
capable  editor  and  publisher  is  a  must,  as 
they  are  the  lifeblood  of  any  publication,  new 
or  old.  They  must  be  dynamic  managers  as 
well  as  experts  in  the  fields  they  cover. 
Finally,  a  magazine  must  be  well  designed  to 
keep  readers  interested  and  coming  back 
for  more. 

With  all  of  this  in  mind,  here  is  my  take 
on  the  most  noteworthy  players  in  the  New 
Economy  magazine  game  (five  stars  being 
the  maximum  rating).  And  my  prediction  on 
which  stand  the  best  chances  of  surviving. 

BUSINESS  2.0  ***** 
Business  2.0  is  the  leader  of  the  pack,  in  my 
opinion,  for  one  major  reason:  It  main- 
streamed  itself  from  the  very  first  issue  by 
aiming  at  the  "transformers  —  innovative 
people  with  the  power,  influence,  and  dollars 
to  transform  business."  With  such  a  mission 
statement,  you  can't  go  wrong.  In  fact  of  all 
the  magazines  in  the  pack  of  six  that  will 
have  a  chance  to  compete  with  the  estab- 
lished-economy magazines  (which,  by  the 
way.  are  not  ignoring  the  New  Economy),  it's 
going  to  be  Business  2.0.  As  John  Mack 
Carter.  Hearst  magazine  consultant  and 
past  president  of  magazine  development  at 
Hearst  puts  it:  "Business  2.0  is  a  magazine 
with  an  attitude  that  demands  from  its  read- 
ers to  listen  up  and  take  notice."  With  the 
move  to  26  issues  a  year,  the  content  of 
Business  2.0  has  to  continue  mainstreaming 
to  appeal  to  a  much  wider  audience  beyond 
its  210.000  circulation,  and  be  more  like 
a  Forbes  or  a  Fortune  to  compete  on  the 
same  frequency. 
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The  best  of  both  worlds. 

For  some,  the  attraction  is  the  exclusivity,  amenities, 
and  quiet  seclusion  of  Hawaii's  most  prestigious  resort. 

Others  covet  the  dramatic  view  planes,  distinctive  architecture,  and 
custom-design  options  to  fully  personalize  their  condominium  home. 

Now,  you  can  truly  have  it  all. 
At  prices  starting  from  just  $550,000,  fee  simple. 

The  Kumulani  at  the  Uplands. 
The  newest  way  to  enjoy  the  good  life  at  Mauna  Kea  Resort. 


I: 


Artist  rendering  of  The  Kumulani  fee-simple  condominium  homes. 


* 


rv\F\Kj(vr\  Ken  r?Gniiy 

Mauna  Kea  Properties,  Inc.,  dba  Mauna  Kea  Realty  (R) 
iorc  information,  call  Mauna  Kea  Realty  at  (808)882-4460  or  fax  (808)882-4461, 
Pic  ise  visit  us  on  the  web  at:  www.MaunaKeaUplands.com/asap 

This  is  not  intended  to  be  an  ottering  of  sale  in  any  state  where  prohibited.  Courtesy  to  brokers. 
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ast  Company 


FATTER  AND  SLOWING  DOWN 


J  the  late  1980s,  Alan  Webber  and  Bill 

\  'lor,  two  mischievous  editors,  staged  a 

Ijor  revolt  at  the  Harvard  Business 

i  'icic,  transforming  the  most  self-seri- 

I .  of  publications  into  what  it  had  never 

n  before:  unconventional,  free  spirited, 

I  even  playful.  There  were  stories  on 

;do  Economics,"  a  piece  titled  "You 

r  Got  Fired,"  and  dozens  of  other  sto- 

I  that  stretched  the  notion  of  business 

II  work  beyond  anything  HBR  had  ever 
ditemplated.  But  when  former  editor 
liabeth  Moss  Kanter  returned,  Webber 
1 1  Taylor  were  sent  down  like  naughty 
loolboys  while  the  HBR  scrambled  to 
n  lin  its  Veritas. 

I  Unrepentant,  the  two  began  applying 

I  ir  insights  to  creating  a  publication 

I I  would  match  a  belief  that  the  busi- 
I  s  world  was  entering  an  unprece- 
c  ited  period  of  rapid  and  continuous 
I  nge.  The  title,  Fast  Company,  came 

I  urally,  as  did  the  ideas  that  Webber 

I I  Taylor  brainstormed  in  sessions  that 
led  as  much  to  Groucho  and  Chico  as 
I  <eynes  and  Galbraith. 


tissue:  November  1995 
Line:  "Handbook  of  the  Business  Revolution" 
^uency:  Monthly 
C  :ulation:  402,603  (ABC) 


/  Issue:  388  pages 

Dogs:  Alan  Webber  and  Bill  Taylor,  former 
vard  Business  Review  senior  editors 
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Attending  meetings  in  Webber's 
suburban  Brookline,  Massachusetts, 
dining  room  in  the  early  '90s  was  exhil- 
arating and  scary.  An  idea  would  be 
floated,  whacked  back  and  forth, 
derided,  enhanced,  and  sharpened,  all  to 
the  cackling  merriment  of  two  guys  who 
got  off  on  each  other. 

A  prototype  was  completed  in  1993,  at 
which  point  the  pace  of  Fast  Company 
slowed.  The  problem  was  finding  a 
backer.  When  Webber  and  Taylor  took 
their  concept  to  Time  Inc.,  for  example, 
they  were  turned  down  cold.  The  frosty 
response,  according  to  Webber,  was 
that  "they  couldn't  see  that  Fast  Com- 
pany was  any  different  than  Fortune." 
Even  when  the  duo  found  an  angel, 
Mortimer  Zuckerman,  the  billionaire  real 
estate  mogul  and  owner  of  The  Atlantic 
Monthly,  U.S.  News  &  World  Report, 
and  the  New  York  Daily  News,  it  took 
more  than  a  year  to  cinch  the  deal. 

Fast  Company  finally  launched  in 
November  1995,  with  96  ad  pages  and  a 
take  on  business  unlike  anything  before. 
The  cover  declared  the  magazine  to  be 
the  conveyer  of  "The  New  Rules  of 
Business."  Inside  were  such  category- 
bending  stories  as  "How  to  Make  a 
Decision  Like  a  Tribe,"  "Don't  Worry,  Be 
Unhappy,"  and  "Next  Time,  What  Say 
We  Boil  a  Consultant."  The  issue  also 
declared  Webber  and  Taylor's  Fast 
Company  manifesto,  "Handbook  of  the 
Business  Revolution,"  sounding  like  a 
New  Age  Marxian  call  to  arms. 

Webber  likes  to  reel  off  the  names  of 
what  he  calls  "generational  touchstone 
publications":  The  New  Yorker  for  return- 
ing World  War  I  veterans,  Fortune  as  the 
industrial  economy's  flag  bearer,  Playboy 
for  the  sexual  revolution,  Rolling  Stone  for 
the  rock  and  roll  era.  He  suggests  that  Fast 
Company  is  carrying  the  intellectual  water 
for  the  New  Economy  generation. 

Now  in  its  fifth  year,  Fast  Company 
has  not  only  broken  the  ice  for  others  in 
its  genre,  it  is  hugely  successful  in  its  own 
right.  At  414  pages,  the  May  2000  issue, 
for  example,  includes  167  ad  pages  with 
more  "lifestyle"  advertisements  than  any 
competing  New  Economy  publication. 
Hawking  Jaguar,    Brooks   Brothers, 


THE  INDUSTRY  STANDARD  ••*• 
The  Industry  Standard  is,  and  always  will 
be,  the  Advertising  Age  and/or  Ad  Week  of 
the  Internet  industry.  Its  mission,  says 
the  magazine,  is  to  be  "the  source  for  busi- 
ness intelligence  on  the  Internet  economy." 
With  its  limited  yet  highly  desirable 
audience,  the  magazine  uses  a  laser  gun 
approach  in  providing  executives  and  deci- 
sion makers  with  the  information  they  need 
about  the  industry,  zeroing  in  on  what  it 
sees  as  the  most  recent  and  relevant  devel- 
opments. It  will  be  hard  for  the  magazine 
to  mainstream  due  to  its  narrow  focus. 
However,  when  the  Internet  becomes  the 
standard,  there  will  be  no  need  for  The 
Industry  Standard. 

FAST  COMPANY  *•** 
Fast  Company  attracted  my  attention  with 
its  first  issue,  and  it  continues  to  do 
so.  Yet  it's  starting  to  lose  its  surprising 
editorial  content  for  a  magazine  that  covers 
"the  changes  in  how  business 
competes. ..and  how  work  gets  done."  It's 
reaching  a  status  quo  that  puts  the 
magazine  in  the  same  genre  as  Inc.  and 
Money,  as  opposed  to  the  New  Economy 
family  of  magazines.  To  quote  John  Mack 
Carter  again:  "It  is  a  magazine  for  the  Old 
Economy  with  new  people."  However,  Fast 
Company  was  able,  through  its  captivating 
visual  impact,  to  approach  a  circulation  of 
half  a  million,  making  it  the  leader  of  the 
pack.  Any  slowdown  in  the  magazine's 
advertising  revenues  must  be  offset  by  its 
continued  dependency  on  growing  circula- 
tion revenues. 

RED  HERRING     *•* 

Red  Herring  "covers  the  business  of  tech- 
nology... for  new  business  leaders  who  have 
a  stake  in  technology."  Yet  with  this  focused 
mission  and  narrow,  targeted  audience, 
the  move  to  publish  26  times  a  year, 
rather  than  once  a  month,  contradicts  the 
magazine's  intended  mission.  With  the 
New  Economy's  business  leaders  involved 
in  more  decision-making  processes  than 
ever  before,  they  need  a  magazine  that  can 
sift  through  all  the  tech  information  that's 
out  there  and  guide  them  to  the  best  and 
most  relevant.  By  doubling  the  number  of 
issues  before  increasing  the  circulation, 
I  think  the  magazine  is  putting  the  cart 
before  the  horse.  To  succeed  as  a  biweekly, 
Red  Herring  must  mainstream  its  pages 
and  audience,  or  otherwise  stay  on  its 
monthly  schedule. 
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RETOOL  FOR 
NEW  MARKET 
DEMANDS 


Forget  it.  You  don't  have  12  months. 


Internet  solutions  for  the  business-  to- 
business  demand  chain.  Accelerate  the 
sales  process.  Web-enable  distribution 
channels.  Activate  net  marketplaces. 
Streamline  service  and  support.  Build 
mer  loyalty.  Grow  revenue. 


Online  in  60-90  days.  Configure, 
personalize:  differentiate.  Pay  as 
you  use.  Use  only  what  you  need. 
Change  on  a  dime.  Innovate  at  web 
speed.  Visit  www.asera.com  or  call 
1-877-992-7372  for  more  information. 


AserrV 


Accelerate  your  channels" 
load  our  latest  reports  at  www.asera.com/demand  to  learn  more  about  leading  strategies  in  B2B  e-commerce. 
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L  .  Bean,  Samsonite,  Sauza  Tequila, 
(  nlivet,  and  other  mainstream  prod- 
u .,  as  well  as  possessing  a  400,000- 
p  ,  circulation,  the  magazine  is  on  its 
»  - — Webber  swears — to  reaching  a 
f  besAike  850,000.  These  figures  sug- 
that  Fast  Company  is  the  New 


Economy  magazine  closing  in  fastest  on 
major-league  status. 

There  are  dissenters.  One  competitor 
wonders  if  Fast  Company  readers  won't 
eventually  "graduate"  because,  he  sug- 
gests, "sometimes  you  think  you  see  the 
same  articles  again  and  again." 


Ipside 


SEARCHING  FOR  ITS  CENTER  OF  GRAVITY 


I  noontime  at  the  Market  Street,  San 
F  icisco,  headquarters  of  Upside  maga- 

■  ,  the  $35  million-revenue  doyen  of  the 
r  »r  Economy  magazines,  not  coinciden- 
6  the  publication  with  the  youngest  staff. 

:ounded  in  1989  by  Tony  Perkins,  who 
w  Jd  later  start  Red  Herring,  and  current 
F  ->es  Publisher  Rich  Karlgaard,  Upside 
h  had  a  wild  ride  as  founders,  editors, 
a   publishers  regularly  jumped  ship  or 

■  <ed  the  plank.  In  March,  virtually  the 
c  "e  editorial  staff  resigned  or  was  fired. 

The  most  recent  upheaval  was  pre- 
c  tated  by  David  Bunnell,  CEO  and 

F  :  Issue:  November  1989 

T  Line:  "People.  Technology.  Capital." 

1  uency:  Monthly 

C  ulation:  205,083  (BPA  International) 

i  i  Issue:  360  pages 

I  Dog:  David  Bunnell  (beiow),  founder  of 

f  'omputing,  PC  Magazine,  PC  World 


editor,  an  iconoclastic  former  SDS 
activist  and  founder  of  Personal  Com- 
puting, PC  Magazine,  PC  World,  Mac- 
world, and  others.  Bunnell,  an  early 
Upside  investor,  has  periodically  stepped 
in  when  the  magazine  has  sprung  a  leak, 
or  even  when  it  hasn't. 

"Sometimes  you  have  to  shake  the 
tree  and  see  what  falls  out,"  he  says 
about  the  recently  departed  Upside  staff, 
which  he  faults  for,  among  other  things, 
a  lack  of  creative  energy.  "We  wanted  a 
team  more  willing  to  get  out  and  be  a 
part  of  the  revolution." 

In  March,  Bunnell  hired  former 
Macworld  Editor  Jerry  Borrell  to  reani- 
mate the  magazine.  "We're  not  having 
a  huge  problem  staffing  the  magazine 
with  a  lot  of  talented  editors  and  writ- 
ers out  of  journalism  school,"  Bunnell 
says,  conceding  that  Borrell  "is  doing  a 
lot  of  coaching."  Bunnell  also  empha- 
sizes that  "we  made  as  much  money 
in  the  first  quarter  of  2000  as  we  did  in 
the  entire  history  of  Upside."  The  June 
2000  issue  is  a  weighty  tome  with  360 
pages,  ads  from  126  different  advertis- 
ers, and  a  "controlled"  (given  away 
or  heavily  discounted)  circulation  of 
205,000.  By  sending  the  magazine  to 
thousands  of  top-level  managers,  Bun- 
nell is  able  to  make  the  pitch  to  adver- 
tisers that  "60%  of  our  readers  are 
owners,  founders,  and  board  members 
of  their  companies." 

Like  many  of  its  competitors,  the  cur- 
rent Upside  loves  lists,  with  features  such 
as  "100  Hot  Private  Companies"  taking 
up  a  40-page  section  in  the  middle  of  the 
June  issue.  Upside  also  carries  the  most 
commentary  of  any  of  the  New  Economy 
magazines,  but  its  editorial  content  tends 
to  focus  on  companies  rather  than  indi- 
viduals. It  also  mimics  Fast  Company 


(COMPANY  NOW  ifki 
ECompany  Now,  "the  business  publication 
devoted  to  understanding  how  the  Internet 
is  changing  your  business,"  was  born  with 
a  silver  spoon.  The  snobbish  approach  per- 
vading its  content,  particularly  its  profiles, 
combined  with  the  witty,  skillful  selections 
of  articles,  appeals  to  a  silver  spoon  gen- 
eration. It's  an  ego  trip  from  one  executive 
to  another.  In  its  extreme  effort  to  distin- 
guish itself  from  the  mother  ship.  Fortune, 
the  new  baby  is  trying  to  run  first  and  skip 
all  the  stages  of  crawling  and  walking. 
ECompany  Now  has  a  high  readership 
among  young  tech  professionals,  but  stay- 
ing with  those  demographics  is  going  to 
make  it  harder  on  the  magazine  to  evolve 
and  mainstream,  plus  that  "e"  in  its  name 
will  soon  become  a  part  of  history  as  all 
e-companies  become  established.  Thus 
the  audience  will  return  to  the  mother 
ship,  Fortune. 

UPSIDE     *• 

Upside,  according  to  its  tag  line,  "offers 
analysis  on  the  issues  and  trends  that 
shape  the  business  of  technology."  With 
the  majority  of  its  controlled,  complimen- 
tary circulation,  the  magazine  can  afford  to 
cover  various  arenas  of  the  business  of 
technology  without  conforming  to  the  mold 
of  the  rest  of  the  New  Economy  maga- 
zines. However,  if  it  is  really  going  to  make 
an  impact  and  be  counted  as  a  major 
player,  it  has  to  convert  to  a  paid  circu- 
lation. This  may  mean  that  it  won't  be  able 
to  sustain  its  nonconformist  stance.  But 
for  now,  at  least,  the  magazine  is  keeping 
its  promise  of  providing  "controversial" 
interviews,  and  its  sometimes  unpre- 
dictable cover  stories  are  a  breath  of  fresh 
air.  Yet  such  stories  alone  are  never  a 
guarantee  of  future  success. 

MY  BETS 

Having  said  all  of  this,  do  I  think  any  or  all 
of  these  magazines  will  be  with  us  in 
the  next  few  years?  Being  a  gambling  man,  I 
will  put  my  money  on  Business  2.0  and  The 
Industry  Standard,  and  just  to  stay  in  the 
game,  I'll  leave  a  few  chips  on  Fast  Company 
and  Red  Herring.  But  I'll  take  a  pass  on 
eCompany  Now  and  Upside. 

Samir  A.  Husni,  a  professor  of  journalism  at 
the  University  of  Mississippi,  is  considered 
one  of  the  nation's  leading  experts  on  the 
magazine  industry.  He  is  known  as  "Mr.  Maga- 
zine" in  many  professional  circles. 
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How  do  you  attack  complex  design  problems  or  balance  creative 

;ions  with  practical  needs?   It  takes  robust  technologies  and  a 

ng  design  environment.  More  than  ever.  Autodesk  harnesses 

passion  of  designers  and  the  power  of  the  Web  to  help  companies 

the  competitive  advantage  of  superior  mechanical  design. 

aster,  more  fluid  approach  tha<  we  call  iDesign.  See  what 

-ign  can  do  for  you:  www.autodesk.com/rocket. 


autodesk 


t  AVYWEIGHT  CONTENDERS 


Business  2.0  by  running  self-help  features  such  as  "117 
»s  of  VC  Funding"  and  a  special  report  on  the  supply  chain 
1  service  stories  such  as  "Keeping  Inventory  Fresh"  and 
nosing  Your  Allies." 

Bunnell  declares  that  of  all  New  Economy  magazines,  his 
■rising  is  heaviest  in  the  business  service  sector.  Advertis- 
include  IBM,  Oracle,  Ernst  &  Young,  Hewlett-Packard, 

Credit  Suisse  First  Boston.  Unlike  competitors  Business 


2.0  and  Red  Herring,  Bunnell  has  no  plans  to  go  biweekly. 

Despite  the  March  massacre,  Bunnell  seems  mellow.  At  the 
same  time  he  criticizes  Red  Herring  for  inflating  its  circulation 
figures,  he  also  praises  it  as  the  New  Economy  magazine  most 
likely  to  reach  the  majors.  "Red  Herring  can  actually  be  bigger 
than  Forbes  or  Fortune"  Bunnell  wagers.  And  if  Upside  comes 
in  second  to  Red  Herring}  "We'll  be  doing  very,  very  well,  and 
we'll  also  have  a  great  book  to  prospect  for  ads." 


Company  Now 


STILL  IN  THE  SHADOW  OF  TIME  INC. 


larly  1999,  Fortune  magazine's  man- 
Ug  editor,  John  Huey,  went  shopping 

■  an  Francisco.  Four  years  into  his 
In  at  Time  Inc.'s  flagship  business 
llication,  Huey  had  already  engi- 
fc|  ed  increases  in  the  magazine's  tech- 
l>gy  coverage  and  advertising  base. 

J  he  was  looking  for  another  con- 
lit.  Masking  steel  behind  what  has 
Mi  called  a  "rambunctious  redneck" 

■  ona,  the  52-year-old  Georgia-born 
ly  met  with  publishers  whose  maga- 
Is  were  plump  with  dot-com,  tech- 
l>gy,  and  lifestyle  advertising. 
Iluey  presented  his  credentials  to  bud- 
I.  media  moguls  at  Red  Herring,  Busi- 
I  2.0,  and  The  Industry  Standard.  The 

j  billion-revenue  Time  Inc.  was  Iook- 
Ito  buy  or  partner  with  one  of  these 
Idrawer  New  Economy  publications. 
I  just  aborning  Industry  Standard  was 
ly's  first  choice.  But  Time  Inc.  balked. 
Bureaucrats  worried  that  a  deal  would 
ii  set  light  from  Fortune. 

■  '(Tien  Huey  returned  to  New  York, 
Bired  but  empty-handed  after  his  San 
Btcisco  trip,  he  quickly  moved  to  Plan 
Bn-house  development  of  Fortune's 

New  Economy  magazine.  Called 
mmpany  Now,  the  magazine  would  be 
lane's  first  spin-off  in  70  years.  Its 
I  alone  drives  Red  Herring's  Pontin  to 

■  •rve  that  Fortune  simply  can't  get  it 
f|t.  "All  companies  are  e-companies," 
liys,  suggesting  that  Fortune  had  got- 
H  into  the  New  Economy  game  to 
Illy  "Hoover  up  advertising  dollars." 
■Tut  with  Fortune's  entrance  into  the 

I  Economy  market  also  came  the  recog- 
I  n  that  there  were  new  rules  particular 

■  iew  Economy  publishing  that  even  the 
Q  isterial  Time  Inc.  would  have  to  follow. 
N  first  of  these  involved  geography.  Huey 


decreed  that  the  new  magazine's  headquar- 
ters would  be  in  San  Francisco,  the  capital 
of  New  Economy  publishing. 

To  manage  the  project,  Fortune 
brought  in  Ned  Desmond,  a  42-year-old 
Time  Inc.  and  Infoseek  veteran.  By  Octo- 
ber 1999  Desmond  had  set  up  on  the 
29th  floor  of  a  San  Francisco  Financial 
District  high-rise,  with  more  than  100 
staffers  in  digs  resembling  Time  Inc.'s 
midtown  Manhattan  headquarters. 

The  first  issue  arrived  in  June  2000,  a 

First  Issue:  June  2000 

Tag  Line:  "How  the  Internet  Is  Changing 

Your  Business" 

Frequency:  Monthly 

Circulation:  250,000  (internal  estimate) 

Staff:  100 

June  2000  Issue:  302  pages 

Top  Dog:  Ned  Desmond  (below), 

Time  Inc.  veteran 


credible,  if  somewhat  predictable,  302-page 
book  with  166  ad  pages,  a  Time  Inc.  startup 
record.  It  was  rudely  greeted  by  Red  Her- 
ring's Pontin,  who  sniffed  that  it  contained 
"few  stories  we  haven't  already  written." 

Fast  Company's  Alan  Webber  sees 
the  imprint  of  Time  Inc.'s  "People-of- 
the-Moment"  mania  all  over  eCompany 
Now,  beginning  with  the  cover  photo  of 
a  group  of  semi-notables  that  includes 
Reggie  Jackson,  George  Hamilton,  Junior 
Johnson,  and  Cindy  Margolis  standing 
clothed  in  a  swimming  pool. 

But  the  first  issue  of  eCompany  Now 
did  score  with  two  particularly  timely 
stories,  one  deconstructing  the  Metallica/ 
Dr.  Dre  vs.  Napster  controversy  and  the 
other,  a  piece  on  the  downward  spiral  of 
Pets.com.  Desmond  dismisses  the  carp- 
ing by  the  critics  that  the  magazine  lacks 
freshness.  "There  won't  always  be  a  New 
Economy,"  he  says.  "Now  is  the  time  to 
hook  readers  and  build  a  brand."  At  the  end 
of  a  long  workday,  a  wiped-out-looking 
Desmond  professes  to  be  pleased  with  his 
progeny.  "This  book  is  already  ahead  of 
plan,"  he  says  about  the  modest  goals  of  a 
Time  Inc.  publication  free  of  the  need  to 
make  quick  bucks  with  an  early  IPO.  "We'll 
be  profitable  in  a  few  years,"  he  predicts. 

In  May,  to  celebrate  the  birth  of  their 
magazine,  Desmond,  Huey,  and  fellow 
"ecompanistas"  threw  a  bash  at  San  Fran- 
cisco's brand-new  Pacific  Bell  Park.  The  fea- 
mred  act  was  the  band  Barenaked  Ladies, 
and  more  than  one  observer  came  away 
wondering  whether  the  line  from  the  band's 
song  "It's  All  Been  Done"  was  prophetic.  ■ 

Richard  Rapaport's  most  recent  Forbes 
ASAP  article,  "How  the  Web  Reshaped 
Politics,"  appeared  in  the  May  29, 
2000,  issue. 
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Don't  be  alarmed  if  you  discover  a  cat 
stuffed  in  your  mailbox. 


i 


He's  going  to  show  up  at  every  Forbes  subscriber's  house  in  the  coming  weeks,  and 
m  from  there  on  out  you'll  never  read  a  magazine  the  same  way  again.  Because 
%  rting  in  the  September  11  Best  of  the  Web  issue,  you  can  use  your  :Cue:C.A.T.™  device,  a  new 
tj  hnology  developed  by  Digital  Convergence.  :com™  to  swipe  :cues  in  selected  ads  and  articles.  Then 
jL'll  be  whisked  directly  to  a  specific  Web  page  for  more  information.  No  more  typing  URLs.  No 
i>re  wading  through  dozens  of  Web  pages.  It's  the  beginning  of  a  technological  revolution  and  Forbes 
lascribers  are  leading  the  charge.  So  let  your  cat  out  of  the  bag  and  hang  on  for  one  wild  ride. 
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The  biggest  threat 

to  the  Digital  Revolution 

may  be  an  ex-adman  named 

Jerry  Mander 


BY  NAOMI  KLEIN 


When  I  first  saw  Jerry  Mander 
in  April  1997  in  Berkeley,  Cal- 
ifornia, the  occasion  was  a 
conference  put  on  by  the  Inter- 
national Forum  on  Globaliza- 
tion (IFG),  a  think  tank  Mander  helped  found  and  now  directs. 
The  subject  of  the  three-day  gathering  was  Globalization 
101,  a  topic  not  nearly  so  overexposed  then  as  it  is  now.  A  puck- 
ish man  with  a  cloud  of  white  hair,  Mander  presided  over  pan- 
els and  workshops  featuring  about  40  activists,  academics,  and 
policy  wonks.  Each  speaker  came  at  the  topic  from  a  slightly  dif- 
ferent angle,  but  the  message  was  clear:  Through  trade  deregu- 
lation and  new  technologies,  power  was  being  rapidly 
concentrated  into  the  hands  of  a  few  multinational  corpora- 
tions, destroying  cultural  and  ecological  diversity,  and  exacer- 
bating inequalities  between  rich  and  poor.  It  was,  in  short,  a 
kind  of  free-range  anti-Davos. 

We  heard  how  copper  mine 
tailings  in  Irian  Jaya  were  forcing 
local  tribes  off  their  land,  how 
World  Bank  dams  hurt  fragile 
ecosystems,  how  agribusiness 
companies  eroded  the  biodi- 
versity of  rice  crops  in  India  (and 
put  family  farms  out  <>t  business 
in  the  United  States).  We  also 
heard  how  something  called 
the  Multilateral  Agreement  on 
Investment,  then  nothing  but  a 
rumor,  would  attack  national 
sovereignty  and  increase  corpo- 
rate power  if  it  ever  became  law. 
With  arcane  topics  and 
obscure  speakers,  the  conference 
had  no  right  to  draw   An\   kind 

iwd   it  all.    \nd  yet  without  advertising  or  press  cover- 

I  j  Community  Theatre  was  packed  with  more 

ople  quietly  taking  notes  — 16  hours  a  day.  They 

■      s  aging  hippies  looking  for  a  new  cause 

few,  to  be  sure)  bur  voting  college  students 

ilii  irni 

ttes  over  the  weekend,  it  became 
awn  to  the  II  G  by  a  belief  that  they  weren't 


"IN  10  YEARS."  SAYS 
JERRY  MANDER,  "WE 
ARE  GOING  TO  LOOK  BACK 
AND  RECOGNIZE  THAT  THE 
INTERNET  IS  NOT  DECEN- 
TRALIZING. IT  IS  THE 
MOST  CENTRALIZING 
TECHNOLOGY  EVER 
INVENTED." 


\j\/iu 
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getting  the  truth  about  the  New  Economy  from  their  profi 
sors;  that  something  in  the  high  tech/one-world  hype  was 
adding  up.  The  IFG  met  this  skepticism  with  an  altern. 
vision  of  globalization:  a  homogeneous  corporate  culti 
stretching  around  the  world  filled  with  increased  pover 
unaccountable  gewernments,  and  alienated  individuals. 

It  was  a  message  with  a  market.  The  IFG  had  already  fl 
on  packed  "teach-ins"  in  New  York  and  Washington.  D.< 


would  soon  take  the  show  to  other  cities.  It  was  a 
>se  of  the  broader  anticorporate  backlash  to  come, 
today  we  are  indeed  in  the  midst  of  a  market  revolution, 
i  by  high  tech,  then  what  took  place  in  these  packed  lec- 
nalls  three  years  ago  was  the  beginning  of  the  counter- 
gency,  with  the  merits  of  new  technologies  at  the  very 
r  of  the  battlefield.  While  the  Wall  Street  revolutionaries 
up  such  tools  as  e-commerce  and  genetic  engineering  as 
to  future  global  equality  and  democracy,  Mander  and 
members  of  the  IFG  were  building  a  sweeping  argument 
h  saw  them  as  insidious  tools  of  privatization  and 
es  of  corporate  concentration.  And  yet,  though  Mander 
:lf  swears  off  email,  many  of  his  colleagues  in  the  IFG 
>n  the  streets  have  found  that  their  most  effective  vehicle 
onveying  their  message  is  that  most  international  and 
:ech  of  all  tools,  the  Internet. 

|"ry  Mander  cofounded  the  IFG  in  1994,  after  passage  of 

orth  America  Free  Trade  Agreement,  and  just  before  the 

luay  Round  of  the  General  Agreement  on  Tariffs  and 

I:  created  the  World  Trade  Organization.  Mander  wanted 

ing  together  activists  who  had  campaigned  unsuccess- 

against  these  agreements  in  their  own  countries,  as  well 

ellectuals  focused  on  developing  anticorporate  critiques 

In  specific  sectors:  agriculture,  environment,  poverty, 

cracy,  labor,  and  Third  World  debt.  The  idea  was  that 


national  and  sectorial  responses  were  no  longer  adequate 
counterweights  to  the  effects  of  economic  globalization. 

Instead,  Mander  and  his  colleagues  wanted  to  formulate  a 
response  as  international  and  multidisciplinary  as  the  forces 
they  were  up  against.  In  short,  to  globalize.  Because  the  rest 
of  the  left  was  still  focused  primarily  on  national  politics  and 
single-issue  campaigns,  the  IFG  rapidly  became  the  brain  trust 
of  the  anticorporate  crowd.  Today,  representatives  from  60 
organizations  representing  25  countries  are  part  of  the  IFG. 

At  first,  the  IFG's  role  was  strictly  educational,  holding 
conferences  and  disseminating  stats  and  policy  papers.  "The 
main  purpose  was  to  be  the  Paul  Reveres,"  Mander  now  says, 
"to  articulate  the  dimensions  of  the  problem."  He  says  he  and 

MOST  OF  THE  ANTI-GLOBALISTS  DECRY  TECHNOLOGY— 
BUT  USE  IT  EFFECTIVELY  TO  SWELL  THEIR  RANKS. 

his  associates  are  not  "movement  leaders"  exactly,  but  rather 
"paradigm  warriors." 

Yet,  while  the  IFG  is  not  itself  a  lobby  group,  many  of  its 
high-profile  associates,  through  their  respective  nongovern- 
mental organizations  (NGOs),  are  powerful  political  players 
in  the  trade  wars.  And,  in  part  through  the  international  net- 
working facilitated  by  the  IFG,  they  have  recently  enjoyed  a 
string  of  political  victories,  including  sinking  the  proposed 
Multilateral  Agreement  on  Investment,  and  winning  attention 
for  the  international  campaign  against  genetically  modified 
foods.  Other  IFG  members  pushed  hard  to  deny  fast-track 
powers  to  President  Bill  Clinton  and  have  lobbied  the  World 
Bank  and  IMF  to  introduce  debt-forgiveness  programs. 

The  IFG's  most  shining  moment  to  date  came  in  Seattle 
in  November  1999,  when  it  convened  another  marathon 
teach-in  focused  on  the  structure  and  rulings  of  the  World 
Trade  Organization.  What  was  remarkable  was  not  so  much 
what  went  on  inside  the  sold-out  conference,  attended  by 
some  2,500  delegates.  It  was  what  was  happening  outside  the 
teach-in,  independently  of  the  IFG,  in  the  days  that  followed. 
Roughly  50,000  people  flooded  the  streets  of  Seattle,  fully 
prepared  to  shut  down  the  WTO. 

Mander  readily  admits  that  the  opposition  movement  to 
globalization  contains  a  diversity  of  political  views.  "There  is  a 
lot  of  unanimity  about  what  we  are  against  and  a  fair  amount 
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of  diversity  about  what  we  are  for,"  he  says.  As  it  stands,  the 
IFG  has  no  stated  Utopian  goal;  instead,  it  simply  advocates  a 
change  in  direction  away  from  accelerated  globalization. 

There  have  been  hundreds  of  groups  involved  in  the  glob- 
alization of  the  antiglobalization  movement,  but  Jerry  Man- 
der  was  perhaps  uniquely  situated  to  play  a  central  role.  He 
had  hands-on  experience  with  dozens  of  major  public  policy 
debates  waged  by  the  left  over  the  past  two  decades.  In  fact, 
he  wrote  their  ad  copy.  With  degrees  from  The  Wharton 
School  and  the  Columbia  Business  School,  Mander  started  his 
career  as  a  publicist  and  then  turned  into  an  adman,  eventu- 
ally becoming  president  of  the  celebrated  San  Francisco  ad 
firm  Freeman,  Mander  &  Gossage.  When  the  '60s  hit  the  Bay 
Area  hard,  the  firm  added  a  few  public  interest  clients  to  its 
corporate  stable,  most  famously  teaming  up  with  the  Sierra 


UNLIKE  MANY  ANARCHISTS.  MANDER  AND  HIS  IFG 
FOLLOWERS  DON  T  ADVOCATE  VIOLENCE  OR  THE 
DISSOLUTION  OF  THE  STATE.  IN  OTHER  WAYS, 
THOUGH,  THEY  SOUND  ALIKE. 

Club  to  block  the  construction  of  dams  in  the  Grand  Canyon. 
(The  newspaper  ads  asked,  "Should  we  flood  the  Sistine 
Chapel  so  tourists  can  get  nearer  the  ceiling?") 

In  1969,  Mander's  environmental  campaigns  and  his  car  ad 
accounts  came  into  direct  conflict  when  he  told  The  WjII  Street 
Journal  that  cars  were  doomed  and  bicycles  were  the  future. 
He  lost  the  Land  Rover  account  the  next  day.  Two  years  later, 
Mander  closed  the  agency  and  devoted  himself  full-time  to 
developing  ad  campaigns  for  nonprofit  groups,  setting  up 
America's  first  nonprofit  ad  agency,  Public  Interest  Communi- 
cation. It  has  since  become  the  Public  Media  Center  and,  with 
Mander  as  senior  fellow,  it  has  represented  clients  ranging  from 
Public   '  arizen  and  Planned  Parenthood  to  the  Earth  Island 
In  other  words.  Mander  lived  the  classic  '60s  acrivist- 
< -tool  storv  in  reverse  and  has  never  looked  back. 
"i  theme  running  through  Mander's  body  of 
id  campaigns  to  his  most  well-known 
ments  for  the  I  limination  of  Television,  is 
in  between  nature  and  technology. 


Mander  is  convinced  that  our  environment  has  become  so  ar 
ficial  that  we  are  now  cut  off  from  the  planet,  like  "astronau 
floating  in  space." 

The  irony  facing  Mander,  a  lifelong  technocritic  who 
often  called  a  Luddite  (much  to  his  objection),  is  that  the  ra 
ical  street  movement  that  is  now  running  with  the  IFG's  an 
corporate  critique  has  found  it  does  not  always  share  Ma 
der's  views  on  technology,  particularly  when  it  comes  to  t 
Internet.  In  fact,  it  seems  that  if  there  is  one  issue  on  whi 
free  traders  and  their  critics  agree,  it  is  that  new  informati 
technologies  are  a  tremendous  source  of  liberation  a 
empowerment.  The  mass  demonstrations  in  Seattle  a 
Washington,  D.C.,  came  together  with  the  help  of  hyperacti 
email  lists,  continuously  updated  Web  sites  and,  during  t 
events  themselves,  real-time  online  video  streaming.  Perha 
most  compellingly,  when,  in  1997,  the  NGOs  decided 
take  on  the  proposed  Multilateral  Agreement  on  Inve 
ment,  the  Net  proved  to  be  the  killer  app.  "We  had  an  Ml 
listserv,  with  2,000  people  on  it,"  Mark  Weisbrot  of  t 
Washington-based  Center  for  Economic  and  Policy  Reseat* 
told  The  Chicago  Tribune  in  the  wake  of  the  agreemen) 
defeat.  "If  there  was  a  discussion  over  dinner  in  Geneva,  thip 
would  be  something  on  the  listserv  the  next  morning." 

Mander  doesn't  deny  that  activism  has  been  superchargl 
by  the  Internet,  but  he  also  believes  that  the  excitement  ovei 
new  toy  is  missing  a  more  significant  political  shift  at  pi 
"The  Internet  and  other  global  communications  systems  h;- 
empowered  multinational  corporations,  made  them  fast 
stronger,  and  more  able  to  coordinate  their  actions  inter] 
tionally,"  Mander  says.  "Now  entire  currencies  can 
destabilized  at  the  push  of  a  button.  Sure,  the  Internet  he 
activists,  but  the  question  is:  Who  are  these  technologies  he 
ing  more?"  Mander  believes  the  answer  is  obvious.  "In 
years,  we  are  going  to  look  back  and  recognize  that  the  Inn 
net  is  not  decentralizing,"  he  says.  "It  is  the  most  centraliz: 
technology  ever  invented." 

Though  his  views  on  technology  are  more  absolutist  th 
those  held  by  most  of  his  colleagues,  there  are  many  in  the  an 
corporate  crowd  who  applaud  Mander's  ideas.  Even  thi 
tech-savvy  campaigners,  who  spend  their  days  maim 
activist  servers  for  Tao  Communications  and  Indymedia.c, 
have  few  illusions  about  creating  an  egalitarian  techno-utop 
Rather,  they  tend  to  say  that  they  are  "using  the  master's  tel 
to  kill  the  master,"  engaging  in  what  is  sometimes  referred  t( 
"a  strategic  embrace."  Deep  techno-ambivalence,  thoi 
not  outright  Ludditism,  runs  through  the  anticorporate  mo 
ment.  After  all,  trade  unions  have  seen  their  members 
replaced  by  a  never  ending  parade  of  new  technologies, 
very  much  on  the  mind  of  organized  labor  as  e-comme 
declares  war  on  the  traditional  retail  outlet.  In  addition,  th 
is  a  growing  concern  among  IFG  associates  that  e-commerc 
being  used  as  an  end  run  around  national  laws,  taxi 
even  trade  regulatory  bodies  like  the  WTO;  and  that  onli 
full-scale  economic  deregulation  is  fast  becoming  a  done  d< 
Tracking  this  shift,  Mander  believes  mass  protests  won't  be  ' 
behind.  He  predicts  that  "in  six  months'  time,  there  will 
protests  against  e-commerce  itself." 

There  is  a  second,  deeper  critique  of  technology^ 
work  as  well,  one  that  runs  through  the  many  faction 
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this  fragmented,  decentralized  movement.  Jerry  Mander's 
lifework  can  best  be  described  as  an  attempt  at  decoloniza- 
tion: the  brain  from  television;  the  earth  from  disruptive  tech- 
nologies like  gill  net  fishing  and  strip  mining;  native  lands 
from  hydroelectric  dams  and  clear-cut  logging.  In  his  third 
book,  In  the  Absence  of  the  Sacred,  Mander  becomes  some- 
what prelapsarian,  looking  to  tribal  and  primitive  cultures  for 
answers  to  modern  social  and  ecological  problems.  Specifi- 
cally, he  attempts  to  counter  the  commonly  held  perception  that 
native  and  Stone  Age  societies  are  backward,  backbreaking, 


MANDER  BELIEVES  THAT  E-COMMERCE  IS  BEING  USED  AS 
AN  END  RUN  AROUND  NATIONAL  LAWS.  HE  PREDICTS 
THAT  "IN  SIX  MONTHS'  TIME  THERE  WILL  BE  PROTESTS 
AGAINST  E-COMMERCE  ITSELF." 

and  in  desperate  need  of  Western-style  development  and  tech- 
nological progress.  The  Iroquois,  he  writes,  were  early  inven- 
tors of  participator)  democracy,  while  hunter-gatherers  had 
tar  more  leisure  rime  and  a  better  quality  of  life  than  most 
Bay  Area  lawyers. 

The  IFG's  associates  paint  a  picture  of  a  world  where  con- 
sources and  decision  making  stays  close  to  home, 
handed  over  to  multinationals,  corrupt  national 
>i   the  International  Monetary  Fund.  "Power 
th«    inits  closest  to  the  people,"  Mander  says. 
ra<  .  and  large  the  power  centers  become, 
ome."  In  man    ways,  this  simple 
determination  —  more  than  a  belief  that  all 
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corporations  are  evil  or  that  all  technology  is  harmful — is 
one  that  does  the  best  job  of  uniting  the  international  mo- 
ment that  exploded  on  the  streets  of  Seattle  last  November, 
reaches  from  the  more  respectable  NGOs  like  the  IFG,  do\ 
to  the  street  level  "direct-action"  agitators,  many  of  whe 
call  themselves  anarchists.  Much  of  contemporary  anarc 
calls  for  community-based  control,  minimal  technology,  am 
return  to  a  simpler,  native-inspired  lifestyle — though  unli  ; 
Mander  and  the  IFG,  anarchists  are  in  favor  of  total  elimir 
tion  of  the  state  and  many  are  prepared  to  use  militant  tact  .< 
to  achieve  those  goals. 

What  underlies  the  anarchist  resurgence  is  not  the  faili 
of  capitalism  but,  oddly,  its  success.  There  also  has  beer 
wave  of  activism  specifically  targeting  the  e-commerce  woi 
and  the  entire  premise  of  the  virtual  lifestyle:  Mafiab 
alleged  denial-of-service  attacks  on  the  top  e-commerce  si 
of  the  Net;  and  signs  around  Seattle  announcing  "I  don't 
my  toothpaste  delivered.com"  and  "Fuck  you  and  the  sta 
you  rode  in  on.com."  The  young  people  who  traveled 
Seattle  and  Washington,  D.C.,  may  well  have  found  c 
about  the  protests  by  email,  but,  once  together,  they  w 
self-consciously  low  tech,  even  tribal.  They  gathered  in  "o 
vergence  centers"  to  collectively  make  vegan  stews,  fix  e 
other's  bikes,  and  make  giant  mask-shaped  animistic  pup 
depicting  "liberation"  or  "the  spirit  of  resistance."  This  qu 
tribal,  do-it-yourself  impulse  is  the  defining  factor  in  m; 
anarchist  scenes. 

It  is  in  these  theories  about  localization  and  technol 
that  the  radical  anarchist  youth  movement,  the  peasant  mql 
ments  in  the  Third  World,  and  many  IFG  members  find  tb 
common  intellectual  ground  —  the  illusive  coherence 
movement's  critics  deny  exists.  Even  if  nonanarchists  1 
Mander  believe  in  strong  nation-states,  all  these  camps  shl 
an  interest  in  transferring  power  from  global  corporations! 
local  communities.  "I  am  entirely  in  agreement  about  theel 
icism  of  central  power,"  Mander  says. 

If  these  common  elements  are  not  usually  discussed,  it': 
least  partly  because  all  sides  are  a  little  wary.  Most  dir 
action  anarchists  see  the  IFG  as  hopelessly  hierarchical 
not  nearly  radical  enough,  while  most  mainstream  NGOs 
well  aware  that  anarchists,  no  matter  how  many  commur 
gardens  they  plant,  are  perceived  by  average  Americans  so 
as  agents  of  chaos  and  destruction. 

Yet  if  you  listened  closely  at  the  most  recent  IFG  teach 
held  in  Washington,  D.C.,  two  days  before  the  prott 
against  the  World  Bank  and  IMF,  you  could  hear  the  beg 
nings  of  this  new  consensus  among  anticorporate  forces.  ^5 
Mander  in  the  wings,  Indian  physicist  Vandana  Shiva  told 
crowd  of  2,000  that  biodiversity  and  local  economies 
being  replaced  with  a  global  monoculture.  The  history  of 
World  Bank,  she  said,  has  been  "to  take  power  away  fr 
communities,  give  it  to  a  central  government,  then  give  it 
the  corporations  through  privatization." 

The  anarchists  in  the  crowd  nodded.  She  sounded  j 
like  them. 


! 


Naomi  Klein  is  the  author  of  No  Logo:  Taking  Aim  at 
Brand  Bullies  (Picador),  and  has  been  covering  the  rise 
anticorporate  activism  for  five  years. 
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Astonishing 

NEW  TECHNOLOGY 
empties  fully  stocked 

WAREHOUSES 

as  if  by 

MAGIC! 


Introducing  FairMarket:SM  a  powerful  new  suite  of  selling  tools  to  supercharge  your  Web  site. 
And  move  goods  and  services  out  the  virtual  door  like  never  before.  FairMarket  delivers 
auctions,  automatic  price  markdowns  and  other  e-commerce  functions — onj/owrsite,  with 
your  brand — effortlessly  and  quickly.  We  handle  security,  customer  support,  the  works.  And, 
with  the  exclusive  FairMarket  Network,'"  your  goods  sell  not  only  on  your  site,  but  on  MSN, 
Lycos,  Excite'  and  other  primo  Web  addresses.  In  other  words,  this  is  powerful  voodoo. 
For  a  free  white  paper,  visit  fairmarket.com,  or  call  800-531-0529. 

How   the   e-world    sells   more   stuff. 5M 
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Last  century's   golden   era 
of  global   trade   was 

tarnished   by  forces  that 
still   th  reaten   u  s  today. 


BY  JOHN  MICKLETHWAIT  AND  ADRIAN  WOOLDRIDGE 

The  inhabitant  of  London  could  order  by  telephone,  sipping  his  morn- 
ing tea  in  bed,  the  various  products  of  the  whole  earth,  and  reason- 
ably expect  their  early  delivery  on  his  doorstep.  He  could  secure  cheap 
and  comfortable  means  of  transport  to  any  country.  ...Most  important  of 
all,  he  regarded  this  state  of  affairs  as  normal,  certain  and  permanent, 
except  in  the  direction  of  further  improvement." 

The  above  quotation  is  from  a  famous  pen-portrait  of  a  civilized  Lon- 
doner in  1914  by  John  Maynard  Keynes.  London  on  the  eve  of  the  First 
World  War  might  seem  another  world  to  the  denizens  of  the  New  Econ- 
omy. It  is  like  inviting  comparison  between  a  Merchant-Ivory  movie  and  The  Matrix. 
But  the  modern  American  businessperson  should  look  again  at  this  first  global  age 
and  start  to  worry,  for  it  carries  a  simple  lesson:  Global  capitalism  may  be  driven  by 
technology,  but  it  also  relies  on  political  will  —  and  that  will  is  tied  to  far  more  local, 
far  less  rational,  forces  than  technology. 

The  London  of  1914  that  Keynes  described  was  the  epicenter  of  a  capitalist  sys- 
tem that  seemed  every  bit  as  irreversible  as  the  one  in  which  we  live  today.  Keynes 
was  describing  a  time  when  capital  and  people  moved  around  the  world  with  ease: 
Gold  sovereigns  were  just  as  widely  accepted  then  as  the  American  Express  card  is 
today.  Best-selling  writers  such  as  H.  G.  Wells  and  Jules  Verne  predicted  that  time- 
travel  was  only  around  the  corner,  given  the  extraordinary  pace 
of  technological  advance.  Newspapers  covered  the  new  econ- 
omy—  Ford  Motor  Gompany,  the  spread  of  electrification,  the 
new  moving-picture  industry — with  the  same  breathless  excite- 
ment that  they  now  contemplate  AOL-Time  Warner,  the  wireless 
age,  and  the  mapping  of  the  human  genome.  The  newly 
national  market  had  allowed  the  creation  of  unimaginable  new 
wealth:  Ford,  Rockefeller,  and  Carnegie  were  as  admired  and 
ryes         (eared  as  Gates  and  Ellison  are  today. 

Adapted  from  A  future  Perfect:  The  Challenge  and  Hidden 
Promise  of  Globalization  by  John  Micklethwait  and  Adrian 
Wooldridge,  Crown  Business  Hooks,  www.afutureperfect.com. 
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IT  COULD  HAPPEN  AGAIN 


Ever  since  getting  rid  of  the  protectionist  Corn  Laws  in  the 
1840s,  Britain  had  been  a  guarantor  of  the  global  free-trading 
system — just  like  the  United  States  today.  At  the  turn  of  the 
last  century,  British  goods  dominated  the  world's  markets. 
British  military  might  protected  the  world's  trading  routes. 
British  culture  was  so  powerful  that  foreigners  even  took  to 
playing  that  most  idiosyncratic  of  games,  cricket.  And  most 
of  the  world  accepted  the  British  gospel  of  democracy,  free 
trade,  and  globalization. 

But  the  real  guarantor  of  the  first  global  age  seemed  to 
be  technology.  Keynes'  global  citizen  used  the  telephone  to 
buy  goods  and  sell  shares.  Today, 
technodeterminists  boast  that  the 
World  Wide  Web  is  making  the  world 
smaller  in  an  unprecedented  way,  but 
its  effect  seems  incremental  when  set 
beside  the  inventions  in  that  earlier 
age.  "All  the  ends  of  the  earth  will 
be  wooed  into  the  electric  telegraph 
circuit,"  Scientific  American  had  pre- 
dicted as  long  ago  as  1852.  The  tele- 
graph was — as  Tom  Standage  points 
out  in  his  book  The  Victorian  Inter- 
net— hyped  just  as  mercilessly.  People 
even  got  married  by  telegraph.  But 
by  the  turn  of  the  century, 

the  telephone,  already  in  People  poured  out  of  the  New  fork  Stock 

one  in  10  homes  in  Amer-       Exchange  on  Wall  Street  during  the  1929  stock 
ica,  seemed  to  offer  even  market  crash.  The  crash  precipitated 

more  promise.  Electricity  worldwide  trade  barriers  that  would  usher 

was  revolutionizing  not  in  the  Great  Depression, 

just  production  systems 

but  domestic  life.  The  movie  industry  offered  the  first  glim- 
mer of  mass  global  culture. 

Then  there  were  all  the  new  forms  of  transport.  Railways, 
steamships,  and  the  new  motorcar  were  making  travel  quicker 
and  cheaper;  the  first  aircraft  were  already  in  the  skies.  All 
around  the  world,  bridges  were  being  built,  tunnels  dug,  and 
the  system  of  post  and  telegram  offices  remorselessly  expanded. 
Overseas  travel,  which  had  once  been  talked  about  in  terms  of 
"expeditions"  and  "grand  tours,"  was  downgraded  to  mere 
"journeys."  On  a  trip  to  Italy  in  1906,  Keynes  had  been 
amazed  by  the  ease  with  which  he  crossed  borders,  used  his 
gold  sovereigns,  and  kept  in  contact  with  his  family. 

Perhaps  the  most  frightening  thing  of  all,  however,  was  the 

absolute  assurance  that  the  world  would  stay  that  way.  For 

Keynes'  Londoner:  "The  protects  and  politics  of  militarism  and 

imperialism,  of  racial  and  cultural  rivalries,  of  monopolies, 

restrictions  and  exclusions,  which  were  to  play  the  serpent  to 

this  paradise,  were  little  more  than  the  amusements  in  his  daily 

paper,  and  appeared  to  exercise  almost  no  influence  at  all 

on  the  ordinary  course  of  social  and  economic  life,  the  interna- 

,  hich  was  nearly  complete  in  practice.'1 

chattering  classes  today  discuss  books  with  titles 

History  and  Dote  10,000,  the  Edwardians 

!  Illusion,  Norman  Angell's  1911  best-seller, 

i  major  war  had  now  become  an  impossibil- 

rechnological  gurus  such  as  Nicholas  Negroponte 

t(  met  so  completely  breaking  down  national 
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borders  that  "our  children  are  not  going  to  know  what  natior 
alism  is,"  Samuel  Morse  and  Thomas  Edison  were  assumed  t 
have  solved  the  world's  problems.  Any  disturbances  seemed  a 


freakish  as,  well,  a  crowd  of  50,000  protesters,  some  dressed  a 
turtles,  protesting  against  the  World  Trade  Organization. 

Of  course  it  was  not  to  be.  Within  a  few  years,  the  machin 
guns  of  the  Somme  had  shot  to  pieces  the  Great  Illusion.  £ 
the  end  of  the  Great  War,  countries  rushed  to  put  up  barriei 
against  immigration  and  "unfair  trade;"  throughou 
the  1920s,  the  world  slithered  further  toward  protectionist! 
and  then  in  the  wake  of  the  Wall  Street  crash  erected  th 
economic  barriers  that  ushered  in  the  Gres 
Depression.  The  world  economy  only  reco\l 
ered  when  those  barriers  were  lifted  aft 
World  War  II. 

In  the  process,  the  techno 
ogy  that  had  once  seemed  to  b 
such  an  agent  of  globalizatio 
seemed  to  turn  against  it.  Th 
same  railways  that  the  tech 
nodeterminists  had  celebrate 
now  rushed  troops  to  the  fron 
Motorized  transport  found  ii 
"killer  app"  in  the  tank.  Aii 
planes,  which  one  technodete 
minist  had  predicted  woul 
herald  "an  age  of  peace"  b 
making  ground  armies  obsolet 
added  to  the  mayhem.  Workin 
people  began  to  groan  that  elei 
tricity  did  not  make  their  job 
easier  but  merely  allowed  th 
robber  barons  to  force  thei 
to  work  through  the  night.  I 
the  1930s,  dictators  (and  even  democrats)  discovered  that  tl 
movie  camera  could  whip  up  nationalist  propaganda. 


THE  LESSON  TO  LEARN 
To  point  out  that  there  are  eerie  similarities  between  the  currei 
era  of  laissez-faire  capitalism  and  the  last  golden  age  is  not  ne> 
essarily  to  predict  that  the  next  50  years  will  include  two  worl 
wars,  a  great  depression,  and  the  resurgence  of  socialism.  Histoi 
does  not  repeat  itself  that  exactly.  But,  if  you  look  carefull 
there  are  plenty  of  serpents  in  the  garden  today,  hissing  at  tb 
evils  of  free  trade,  immigration,  and  foreign  capital;  and  pleni 
more  people — perhaps  most  people — who  are  worried  aboi 
the  ferocity  of  global  capitalism  (see  "Enemy  of  the  Techm 
State,"  page  172). 

One  clear  lesson  from  the  last  global  age  for  the  moder 
American  businessman  is  that  the  political  popularity  < 
global  capitalism  must  be  assessed  on  a  global  basis.  Ju 
because  something  is  popular  in  Palo  Alto,  California,  it  ma 
not  be  in  Paris  or  even  Peoria.  That  in  a  sense  was  the  fir 
mistake  of  Keynes'  Londoner.  He  might  well  have  assume 
that  free  trade  was  "normal,  certain  and  permanent,"  but  h 
peers  throughout  continental  Europe  did  not.  Most  Europea 
countries  had  responded  to  the  "great  grain  invasion" — tl 
influx  of  cheap  grain  from  America  and  Russia  from  tr 
1870s  onward  —  by  increasing  tariffs. 
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IT  COULD  HAPPEN  AGAIN 


Nowadays,  "the  Washington  Consensus"  of  open  markets 
and  economic  deregulation  is  in  danger  of  becoming  just  that: 
a  consensus  that  the  rest  of  the  world  does  not  share.  Enthusi- 
asm for  what  the  French  call  le  capitalisme  sauvage  is  hardly 
obvious  throughout  Europe,  Asia,  or  Latin  America.  It  is 
hard  to  name  any  prominent  intellectual  or  politician  in  con- 
tinental Europe  who  is  prepared  to  identify  himself  or  herself 
with  globalization — or  Americanization.  When  Jose  Bove,  a 
French  farmer,  rammed  his  tractor 
into  a  McDonald's  restaurant,  the 
establishment  in  Paris  could  hardly 
restrain  itself  from  urging  him  to 
have  a  go  at  EuroDisney  as  well.  A 
diatribe  against  modern  Yankee  capi- 
talism, The  Economic  Horror,  by  a 
French  writer  called  Viviane  For- 
rester, has  become  the  Continent's 
best-selling  economics  book  since 
Karl  Marx's  Communist  Manifesto. 

The  rulers  of  countries  as  diverse  as  Singapore, 
China,  and  India  promote  the  idea  of  "Asian  val- 
ues" as  a  bulwark  against  American  imperialism. 
And  those  resentments  have  only  increased  in  the 
wake  of  the  "Asian  contagion."  The  plummeting 
stock  markets  and  currencies  in  1997  and  1998 
caused  scalding  pain  in  Indonesia,  Malaysia,  and 
Thailand;  South  Korea  even  saw  the  creation  of  a 
new  class  of  "IMF  orphans,"  as  the  suicide  rate 
surged.  Even  the  surprisingly  quick  recovery  has 
only  increased  suspicions  that  the  whole  thing  was 
just  a  ploy  to  let  foreigners  gobble  up  local  firms. 

A  worrying  number  of  Asians  and  Europeans 
evidently  believe  that  regionalism  offers  a  more  civilized 
future  than  globalization.  Rather  than  being  the  building 
blocks  of  global  free  trade,  the  KU  and  ASKAN  should  become 
fortresses  against  perceived  American  barbarism.  Despite  the 
trade  liberalization  of  the  1990s,  last  year  the  citizens  of 
Fortress  Europe  still  spent  about  7%  of  the  EU's  GDP — or 
$600  billion  —  keeping  cheaper  products  out. 

These  worries  seem  to  be  crystallizing  on  the  subject  of 
food.  In  1999,  the  EU  almost  started  a  full-scale  trade  war 
with  the  U.S.  over  bananas,  a  fruit  that  no  European  country 
grows  and  provides  Europe  with  next  to  no  jobs.  Meanwhile, 
genetically  modified  food  has  unleashed  a  tide  of  anti-Ameri- 
can sentiment  around  the  world.  If  Keynes  had  been  in  Seattle 
to  watch  the  Europeans  and  Japanese  dig  in  their  heels  over 
the  issue  of  agricultural  subsidies  at  the  disastrous  WTO  meet- 
ing, he  would  hardly  have  been  surprised.  From  the  fracas 
over  the  Corn  I  aws  in  Britain  to  Mussolini's  Battle  of  Wheat, 
food  and  drink  have  often  provided  a  asm  belli. 

Nor  is  this  the  only  deja  vu.  listen  to  the  protests  of 
Mexican  politicians  against  their  Harvard  Business  School- 
aid  rulers  and  their  slavish  devotion  to  el  modelo,  and 
tit  different  from  the  noises  made  when  Mexico 
^in-educated  technocrats  in  1911.  A  century 
?ntal   European   reactionaries   like   the   Kaiser 
it  Britain  as  an  agent  of  cosmopolitan  "Jewish" 
intiglobalists  like  Mahathir  bin  Mohamad 
it  America's  "Jewish  speculators." 
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It  would  be  wrong  to  exaggerate  the  level  of  suppc 
for  tribalists  and  fundamentalists.  For  every  young  Iranian 
flocking  to  the  mullahs,  there  are  several  trying  to  download 
pictures  of  Pamela  Anderson.  But  any  optimism  should 
be  balanced  against  two  things.  The  first  is  the  capacity 
throughout  history  for  even  the  tiniest  group  of  crazies  to 
alter  events  (one  bullet  fired  in  Sarajevo  would  end  up  ruinin] 
the  life  of  Keynes'  civilized  Londoner  in  1914).  The  second, 
much  more  important  thing  is  that  support  for  globalization 
is  actually  pretty  weak  in  the  country  that  is  supposed  to  be 
its  heartland:  the  United  States. 


LOCAL  VS.  GLOBAL 
Look  back  at  the  world  in  1914,  and  with  the  benefit  of  hind 
sight,  the  fault  lines  beneath  the  Anglo-Saxon  citadel  of  glob 
alism  now  look  clear.  In  Britain,  Joseph  Chamberlain,  th 
most  charismatic  of  the  younger  generation  of  Tory  politi 
cians,  converted  to  the  idea  of  "impe 
rial  preferences,"  i.e.,  favoring  good: 
from  the  empire.  And  ris 
ing  socialists  such  as  Sid 
ney  and  Beatrice  Webl 
ridiculed  the  Victoriat 
ideal  of  "the  Nightwatch 
man  State,"  arguinj 
instead  that  the  future  la> 
with  rational  planning.  It 
America,  the  campaigi 
against  the  robber  baron; 
was  in  full  swing,  with  J.P 
Morgan  and  John  Rocke 
feller  denounced  as  male 
factors  of  great  wealth. 

Does  America,  th 
guarantor  of  the  seconc 
global  age,  look  any  mort 
solid  today?  On  the  fact 
of  it,  yes.  No  America! 
politician  of  the  caliber  o 
Chamberlain  standi 
against  globalization.  Al 
the  main  Republican  anc 
Democratic  presidentia 
candidates  clothe  themi 
selves  in  the  mantle  of  free 
trade.  The  House  recenth 
passed  a  bill  allowing  permanent  normal  trading  relation: 
with  China.  Yet  once  again,  there  are  fault  lines  to  be  found. 
As  the  protests  in  Seattle  and  Washington,  D.C.,  showed 
antiglobalism  has  become  a  rallying  call  for  the  ever  grow 
ing  number  of  nongovernmental  organizations.  It  has  als( 
breathed  new  life  into  both  the  student  left  and  the  tradi 
unions.  The  far  right,  too,  is  uncomfortable.  The  alleged  per 
petrators  of  the  bombings  in  Oklahoma  City  and  at  thi 
Atlanta  Olympics  both  believed  that  the  U.S.  was  the  victin 
of  a  conspiracy  masterminded  by  sinister  international  organ 
izations  like  the  United  Nations.  Politicians  as  diverse  as  Pa 
Buchanan,  Jerry  Brown,  Ross  Perot,  and  Ralph  Nader  havi 


Top,  French  activist  Jose  Bove  leads  a  demon- 
stration against  a  Safeway  store  in  Washington. 
Above,  demonstrators  denouncing  the 
World  Trade  Organization  march  to  the  U.S. 
Embassy  in  Manila. 


all  hoisted  the  protectionist  flag. 
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IT  COULD  HAPPEN  AGAIN 


Surprisingly  few  Americans  seem  to 
give  globalization  any  credit  for  their 
good  fortune,  eight  years  into  a  trade- 
fueled  economic  boom,  while  plenty  are 
frightened  that  they  will  end  up  on  the 
wrong  side  of  the  process.  A  Business 
Week  survey  in  December  1999  found 
that  52%  of  those  questioned  felt  sym- 
pathetic to  the  protesters  in  Seattle.  Five 
months  later  a  poll  commissioned  by 
the  Wall  Street  Journal/NBC  News  dis- 
covered that  48%  of  those  surveyed 
thought  that  trade  was  bad  because 
cheap  imports  hurt  wages  and  jobs  at 
home,  rather  than  good  for  the  country 
because  demand  for  U.S.  products 
abroad  creates  jobs.  The  problem  with 
globalization  is  that  its  victims  tend  to 
be  both  highly  concentrated  and  highly 
visible,  while  its  benefits,  though 
infinitely  greater,  tend  to  be  spread  so 
widely  that  they  are  almost  invisible. 

In  such  circumstances,  drift  is  often 
the  main  enemy.  All  those  "trifling" 
concessions  to  lobbyists  and  "compas- 
sionate" exceptions  for  the  vulnerable 
few  eventually  add  up.  The  U.S.  now 
has  around  300  special  "antidumping" 
duties  to  stop  imports  that  have  been 
deemed  to  be  "unfairly  cheap."  At  Seat- 
tle, Bill  Clinton,  a  free  trader,  found  it 
convenient  to  curry  support  for  Al  Gore 
with  the  trade  unions  by  objecting  to 
third-world  labor  practices. 

This  reflects  a  political  reality  the 
world  over:  It  is  difficult  to  persuade 
people  to  care  as  much  about  the  global 
as  they  do  about  the  local.  Adam  Smith 
once  compared  the  pain  that  you  would 
feel  if  you  lost  your  little  finger  to  the 
distress  that  you  would  feel  over  the 
news  that  China  was  suddenly  swal- 
lowed up  by  an  earthquake.  You  would 
be  upset  about  the  Chinese,  he  noted, 
but  you  would  still  sleep  soundly  and 
go  about  your  business.  Not  so  with  an 
amputated  finger.  Millions  of  people 
have  willingly  died  for  their  country, 
but  few  have  gone  to  the  stake  to 
defend  globalization. 

There  are  of  course  any  number  of 
events  that  could  spark  a  real  halt  to  the 
new  global  age:  a  ghastly  piece  of  global 
terrorism,  the  collapse  of  the  next  round 
of  the  WTO,  a  pricking  of  America's  bub- 
ble economy,  the  rise  of  a  populist  politi- 
cian committed  to  reining  in  the  modern 
"malefactors  of  great  wealth."  The  main 
danger,  however,  is  not  that  the  global- 
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ization  caravan  will  careen  off  the  roa 
so  much  as  run  out  of  gas:  The  passe 
gers  will  only  realize  that  they  are  grad 
ally  slipping  backward  when  they  a 
already  halfway  down  the  hill. 

And  once  again  technology  mig 
come  to  be  used  against  the  proce 
that  it  now  seems  only  to  spur  on.  F< 
people  have  made  better  use  of  glot 
technology  than  Osama  bin  Laden.  T 
world's  most  wanted  terrorist  transft 
money  undetected  around  the  wor 
through  a  maze  of  bank  accounts,  kee 
in  touch  with  his  supporters  by  satell 
phone  and  fax,  and  even  uses  CNN 
communicate  his  message  of  jihad.  T 
chief  suspect  of  the  bombing  of  the  U 
Embassy  in  Nairobi  heard  about  I 
Laden's  declaration  of  holy  war  throu 
Ted  Turner's  network. 

Of  course,  it  is  far  more  difficult 
erect  barriers  against  Amazon.com  th 
the  Ford  Motor  Company.  But  it  is  r 
impossible.  Already  government 
beginning  to  mutter  about  the  Inten 
being  a  way  to  avoid  tax  and  raise  o 
cerns  about  encryption  and  securi 
Child  pornography,  Nazi  memorabilh 
gambling,  drugs,  terrorism:  These  :p 
all  issues  on  which  people  are  alreal 
convinced  that  barriers  are  necessaf 
Besides,  the  Internet  is  becoming  m(£ 
national  as  the  focus  moves  away  fr 
cool  ideas  to  prosaic  things  like  c 
tomer  service.  Companies  like  Ai 
and  Yahoo  must  build  local  distri 
systems  that  make  them  subject  to 
politics,  just  like  real-world  busim 

Strangely,  many  people  in  S 
Valley  seem  to  have  swallowed  o: 
the  myths  peddled  by  antiglob 
that  we  are  entering  a  world  of  rooth 
capitalism.  All  the  evidence  rema 
that  borders  matter  (why  else  woulc 
Canadian  province  be  12  times  md| 
likely  to  trade  with  another  Canadi  i 
province  than  with  an  American  state 
equivalent  size  and  proximity?);  tl 
governments  are   not   fading  aw 
(despite  Reagan  and  Thatcher,  the  st 
takes  as  big  a  proportion  of  GDP 
ever);  that  companies  depend  en- 
mously  on  geography  for  their  compi 
tive  strength  (there  are  many  chea| 
places  to  make  films  than  Hollyw 
and  to  trade  securities  than  Wall  Stre> 
and  that  governments  can  still  p 
companies  in  ways  competitors  bar 
dream  of  (ask  Bill  Gates). 


.CALL  TO   ARMS 
gistering  the  threat  is  arguably  only 
If  the  battle.  The  next  stage  is  to  real- 

:  that  it  matters.  You  do  not  have  to 
particularly  left-wing  to  shudder  at 
:  British  newspaper  headline  that 
:ed,  "What  is  the  difference  between 
nzania  and  Goldman  Sachs?  One  is 

,  African  country  that  makes  $2.2 
lion  a  year  and  shares  it  among  25 
llion  people.  The  other  is  an  invest- 
nt  bank  that  makes  $2.6  billion  and 

s  ires  it  among  161  people." 
Both  Pope  John  Paul  II  and  Nelson 
indela  have  worried  about  globaliza- 

■  n's  effect  on  the  poor.  Keynes,  too, 
uld  have  sympathized.  His  nostalgic 

|;cription  of  the  "global"  Londoner's 

•  was  actually  written  at  the  end  of 

i    First  World  War.  But  as  the  1920s 

si  1930s  wore  on,  the  once  fervent 

■  e  trader  became  ever  more  doubt- 
i  about  laissez-faire  capitalism  and 
I|t  keener  on  state  intervention.  His 
(  inomic  doctrine,  Keynesianism,  which 
■minated  the  middle  decades  of  the 
I:h  century,  remained  suspicious  about 

■  balization. 

■  There  is  certainly  a  danger  in  being 

■  ■  fundamentalist  about  free  markets. 
I "  instance,  Chile,  one  of  the  economic 
I  cess  stories  of  the  past  25  years,  has 
Irital  controls  (albeit  of  fairly  limited 
It).  And  there  is  a  fair  amount  of 
laocrisy  in  mutual  fund  managers, 

■  o  impose  tight  rules  about  when 
Mir  own  investors  can  withdraw  their 
1-ney  but  scream  blue  murder  when 
{ )r  countries  do  the  same. 

■  However,  as  such  examples  hint, 
Ire  is  usually  a  far  greater  danger  in 

being  fundamentalist  enough  about 
I  balization.  Brealcing  down  barriers 
Iween  countries  is  a  messy  process, 

■  ich  sometimes  spurs  inequality,  often 
lelly  exposes  weaknesses,  and  is  not 
1/ays  kind  to  the  environment.  But 
I  any  objective  measure  the  gains 
Im  this  opening  up  far  outnumber  the 
Bses — particularly  in  the  developing 
I  rid.  Rich  countries'  average  tariffs  on 

■  nufacturing  imports  from  poor  coun- 
I  s  are  already  four  times  higher  than 
I  se  on  imports  from  other  rich  coun- 
I  s;  indeed  by  one  UN  estimate  poor 
Bmtries  could  export  $700  billion 
Ire  a  year  by  2005  if  rich  countries 
I  more  to  open  their  markets — a  gigan- 
Bsum  for  the  countries  concerned. 


Indeed,  many  of  the  great  injustices, 
such  as  the  rich  world  erecting  barriers 
against  the  poor  world's  textiles,  or 
kleptomaniac  rulers  growing  rich  out  of 
monopolies,  come  from  people  resisting 
the  force  of  globalization.  Globalization 
is  at  heart  a  thoroughly  liberal  process 
— an  enemy  of  tyrants,  censors,  and 
monopolists.  These  surely  are  things 
that  Silicon  Valley  should  support  far 
more  loudly  than  it  does.  So  far  Silicon 
Valley's  political  role  has  largely  been 
confined  to  arguing  for  technological 
issues;  its  future  may  increasingly  depend 
on  making  a  case  for  open  markets 
(its  support  of  permanent  normal  trade 
relations  with  China  was  encouraging), 
and  on  helping  to  buttress  the  free- 
market  system  through  a  more  imagina- 
tive involvement  in  philanthropy. 

Somebody  who  followed  the  first 
global  age  just  as  closely  as  Keynes  was 
Karl  Marx.  A  man  who  was  to  prove 
wrong  in  so  much,  Marx  was  a  remark- 
ably astute  analyst  of  globalization  — 
and  particularly  of  its  underlying 
fragility.  The  undoing  of  globalization, 
in  Marx's  view,  would  come  not  just 
from  losers  resenting  the  success  of  the 
winners  but  also  the  winners  themselves 
losing  their  appetite  for  the  battle. 
There  is  even  a  suspicion  that  globaliza- 
tion's psychic  energy — the  uncertainty 
it  creates  that  forces  companies,  govern- 
ments, and  people  to  perform  better — 
may  even  have  a  natural  stall  point, 
when  people  cry  out,  "No  more." 

As  Marx  put  it  in  the  Communist 
Manifesto:  "Uninterrupted  disturbance 
of  all  social  conditions,  everlasting  uncer- 
tainty and  agitation  distinguish  the  bour- 
geois epoch  from  all  earlier  ones.  All  that 
is  solid  melts  into  air,  all  that  is  holy  is 
profaned  and  man  is  at  last  compelled  to 
face  with  sober  senses  his  real  conditions 
of  life  and  his  relations  with  his  kind." 

Overcoming  this  paradox — the  seem- 
ing invincibility  of  globalization  and  its 
underlying  fragility — is  the  new  cen- 
tury's central  challenge.  But  one  thing  is 
certain:  Relying  on  technology  alone  for 
a  solution  will  not  be  enough.  ■ 

John  Micklethwait  is  the  U.S.  editor  of 
The  Economist.  Adrian  Wooldridge  is 
its  Washington  correspondent.  Their 
first  book,  The  Witch  Doctors:  Making 
Sense  of  the  Management  Gurus,  was 
an  international  business  best-seller. 
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PART  TWO:  THE  MIRACLE 

A  TRUE   STORY  BY   JOE   KAY 


&  or's  note:  This  is  the  second  in  a  series  of  occa- 
I  il  reports  by  the  pseudonymous  Joe  Kay,  an 
i  loyee  at  a  large  high  tech  company.  The  com- 
fcy's  name,  individuals'  names,  and  certain 
it  Us  have  been  changed  to  keep  Kay  from  losing 


IMON,     THE     CORPORATE     WUNDERKIND 

charged  by  the  chairman  himself  to  change  the 
ire  of  this  somnambulistic  but  venerable  tech- 
'gy  company,  had  been  acting  like  a  hermit 
since  his  trusted  adviser  Frick  jumped  ship, 
nad  been  looking  forward  to  working  on  the 
Project  without  interference,  but  were  we 
y  for  this  cold-turkey  withdrawal  from  his 
omanaging? 

s  far  as  we  knew,  we  were  still  charged 
imon  with  the  vast  responsibility  of  neutraliz- 
the  legions  of  autocratic,  status-obsessed, 
:ctionist  managers  throughout  the  company. 
e  could  bust  that  dam  with  the  Big  Project, 
)od  of  talent  and  energy  would  inundate 
^Jew  Economy.  Or  so  Simon  had  been  insist- 
up  until  the  last  time  any  of  us  had  heard 
i  him. 

7e  found  a  new  con- 
int,  Bruno,  to  take 
<'s  place.  Bruno  had 
ady  worked  with 
>n  on  another  project, 
er  told  me,  pointing 
hat  this  was  an  advan- 
.  Like  Fxick,  Bruno 
sed  in  black,  but  he 
ed  Frick's  panache, 
came  off  as  a  bit  of  a 
.  Still,  Lester  spoke 
!y  of  him. 

runo   showed   up  to 

first  meeting  with  eight  assistants  in  tow — a 
I  army  of  raw,  young  talent.  "This  project  is 
utionary,"  he  announced.  "No  other  corpora- 
could  ever  do  anything  like  this."  Clearly,  he 
familiar  with  the  drill. 

was  not  for  nothing  that  Bruno  and  his  col- 
;es  racked  up  a  record  of  success  in  their  deal- 
with  the  department.  They  grasped  the  essen- 
lature  of  the  work.  "I  think  we  need  to  get 


Simon's  views  on  this,"  said  Bruno.  "Maybe  we 
could  follow  him  around  on  his  next  business  trip 
and  talk  to  him  in  taxis  and  rest  rooms." 

A  long  silence  followed.  Then  I  asked,  "How 
are  we  supposed  to  change  the  culture  here  if  we 
slavishly  follow  what  might  or  might  not  be  on 
some  vice  president's  mind?" 

Bruno  muttered  something  inaudible  and  spent 
most  of  the  rest  of  the  meeting  sulking.  His  under- 
ling Carleton  tried  to  pick  up  the  slack  by  spouting 
ideas,  each  one  more  ridiculous  than  the  last.  In 
that  meeting,  and  the  many  others  that  followed 
over  the  next  few  months,  Simon's  absence  didn't 
allow  us  to  make  as  much  progress  as  I  would 
have  liked.  The  problem,  I  realized,  was  that 
Simon  was  there  in  spirit.  Each  meeting  would  end 
with  us  imagining  how  Simon  would  trash  what- 
ever work  we'd  managed  to  get  accomplished. 

"I  thought  we  had  an  opportunity  to  run  with 
the  ball  here,"  I  wrote  Lester  on  the  company's 
instant  messaging  system  after  another  self-destruc- 
ting meeting.  "Why  don't  we  just  figure  out  the 
best  way  to  go  about  the  project,  keep  Simon  at 
bay  until  we've  got  it  almost  wrapped  up,  drop  the 
damned  thing  in  his  lap,  and  dare  him  to  kill  it." 


I  WAS  JUST  READING 
YOUR  PROJECT  STATUS 
REPORT 


YOU  SAY  THE  PROJECT 
IS  DELAYED   "  DUE  TO 
TRE  ONGOING  BUNGLING 
OF  A  CLUELESS,  POINTY- 
HAIR  INDIVIDUAL." 


5-1H 


INSTEAD  OF  SAYING 
"DUE  TO,"    IT  LOOULD 
READ    BETTER  AS 
"FACILITATED  BY" 


Lester  responded,  "Because  he'd  kill  it." 
As  usual,  Lester  was  taking  the  path  of  least 
resistance.  The  real  problem  was  that  Simon  had 
all  the  power  and  he  was  unyielding,  even  when  he 
wasn't  actually  there.  We  were  heading  down  the 
wrong  path,  second-guessing  ourselves  to  proac- 
tively  satisfy  a  wrongheaded  executive.  I  could 
understand  what  the  architects  of  socialism  under 
Stalin  felt  like. 
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ADVICE  FROM  THE  LEGEND 

One  day  1  got  to  work  at  about  6:30  in 
the  morning.  As  I  walked  by  row  upon 
row  of  empty  cubicles,  I  noticed  Tom's 
head  poking  up  from  his  desk.  Tom  was 
one  of  the  department's  superstars, 
practically  a  legend.  He  was  about  40 
years  old  and  had  been  at  the  company 
his  entire  adult  life,  managing  to  survive 
both  the  old  guard  and  the  new  and 
rising  to  become  one  of  Simon's  most 
trusted  lieutenants.  He  was  Lester's 
peer,  but  he  had  far  more  clout.  Still, 
Tom  was  a  quiet  guy  and  generally  kept 
to  himself.  I  sent  him  a  quick  note,  and 
we  agreed  to  meet  for  lunch. 

I  painted  the  bleak  picture  for  Tom 
over  pasta,  and  asked  for  his  advice. 

"It  sounds  to  me  like  you're  doing  a 
terrific  job,"  he  said.  "I  don't  think  you 
have  anything  to  worry  about."  He  told 
me  about  another  Big  Project  he  had 
once  put  together.  He  spent  a  year  on  it, 
hired  consultants,  exhausted  his  budget 
three  times  over,  and  still  had  to  go 
back  for  more  money.  "In  the  end,  I 
showed  it  to  Simon  and  he  said,  'I'm 
sorry,  we  just  can't  go  with  this.'  So  the 
project  was  killed.  But  it  wasn't  any 


"How  do  you  put  up  with  it?"  I  asked. 
"What  satisfaction  do  you  get  from 
working  here?  Aside  from  the  money." 

Tom  paused.  "I  get  the  satisfaction 
of  knowing  that  I  work  for  one  of  the 
best  departments  of  one  of  the  best 
companies  in  the  world." 

Later  I  related  this  conversation  to 
Lester.  "Tom's  situation  is  almost  tragic," 
he  sighed.  "He's  a  smart  guy,  but  Simon 
shoots  him  down  all  the  time.  He  doesn't 
get  to  make  a  single  decision  on  his  own. 
He's  just  been  totally  beaten  down." 

"So  what  does  this  mean  for  us?" 

"Who  knows?"  shrugged  Lester. 

A  few  days  later,  a  man  named  Jake 
called  to  offer  whatever  assistance  he 
could  provide.  As  far  as  I  could  tell, 
Jake  had  been  my  predecessor  at  cor- 
porate. Like  Tom,  he  had  eventually 
received  his  call  for  the  big  time,  but, 
unlike  Tom,  he  had  been  found  wanting. 
Now  he  was  managing  a  small  team  in 
an  obscure  part  of  the  organization 
with  absolutely  no  hope  of  advance- 
ment. We  met  for  lunch  in  the  cafeteria. 
He  was  a  short,  plump  man,  about  50 
years  old.  I  hoped  he'd  have  advice 
about  how  to  deal  with  Simon. 


LEX5   HAVE  A    LITTLE 
PREfAEETING  TO  PREPARE 
FOR  THE  MEETING 
TOfAORROU). 


reflection  mi  m\  performance." 

I  was  incredulous.  "How  could  Simon 
lit  you  gel  so  deeply  into  a  project  and 
then  just  kill  it?" 

"The  thing  is,"  Tom  said,  "Simon's 

veil-formed  ideas  about  what 

even  when  lu-  doesn't  know 

.  \     lie.   Sometimes   he'll  drive 

in  direction  because  he 

V  ii  never  materializes.  I 

pt  i hat  as  the 

re." 


"Well,  he's  very  demanding,"  he  said. 
Ihe  only  other  information  I  was  able  to 
get  out  of  Jake  was  that  he  had  left  a  file 
cabinet  filled  with  documents  on  "proj- 
ect procedures"  I  might  find  useful. 


released  my  hand,  and  walked  away 
noticed  he  was  slightly  stooped. 

At  first  I  didn't  give  a  thought 
Jake's  file  cabinet.  The  last  thing  tl 
project  needed,  I  thought,  was  proc 
dures.  But  a  few  weeks  later  a  secrets 
happened  to  point  it  out  to  me  wh 
we  were  looking  for  something  else 
wound  up  working  late  that  evenir 
preparing  for  a  meeting  the  next  day 
which  I  was  to  present  the  Big  Project 
a  committee  of  executives.  I  was  aloi 
and  I  found  myself  idly  opening  one 
the  drawers  and  randomly  picking  c 
one  of  the  thick  manila  files.  I  read  t 
contents  with  growing  astonishment. 
"It  is  well  known  that  what  appe; 
to  be  impeding  the  company's  ability 
capitalize  on  business  opportunities  i 
tendency  on  the  part  of  corporate  ex 
utives  to  hold  projects  up  because  tl  |[ 
fall  short  of  unrealistic  goals,"  it  re; 
"The  overarching  goal  of  this  project 
in  effect,  to  recast  the  corporate  c 
ture."  The  date  was  July  1996 

I  sat  down  on  the  floor  and  re 
late  into  the  night.  This  file  cabinet  v 
nothing  less  than  the  graveyard  of 
Projects  —  dozens  of  them,  stretchi 
back  for  years.  Like  mil 
each  one  had  been  started  w 
the  aim  of  eliminating  i 
company's  stifling  perfectii 
ism.  As  far  as  I  could  tell,  e; 
one  had  gotten  hopeles 
mired  in  indecision,  drawn 
far  beyond  the  original  tar 
date,  and  eventually — sor 
times  after  millions  of  doll 
had  been  burned  througl 
abandoned. 

I  walked  through 
lobby,  past  the  night  wat 
man,  and  out  into  the  parking  lot. 
evening  fog  had  rolled  in,  sharpen 
my  sense  of  claustrophobia.  How  ha 
allowed  myself  to  get  into  this  positk 
I  was  at  a  critical  juncture  in  the  dei 
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As  we  shook  hands  to  part  in  the      opment  of  the   Big  Project,  and 


hallway,  he  hesitated.  "You  know,"  he 
said,  "I  suppose  I  made  the  mistake  of 
asking  Simon  too  many  questions.  I 
guess  I  just  should  have  gotten  the  job 
done  using  my  own  judgment  more.  But 
then    again..."    He    shook    his    head. 


whole  enterprise  had  suddenly  al 
clearly  been  revealed  to  me  as  hopeli 
I  was  completely  demoralized.  W 
would  become  of  my  career?  Woul, 
wind  up  shuffling  stoop-shoulde 
through  the  corporate  halls? 
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Average  Annual 
Total  Return* 


Hypothetical  10-Year  Performance  of  the 

Forbes  CommTech  Strategy 

29.94% 

1999  66.25%  1994  -0./U7O 

1998  82.94%  1993 13.57% 

1997  37.19%  1992  30.27% 

1996  29.97%  1991  73.68% 

[1995  32.66%  1990-28.99% 

j  This  is  the  performance  of  the  strategy 
[and  not  that  of  any  specific  trust.  Past 
!  performance  does  not  guarantee  future 
;  results.  *Assumes  reinvestment  of  all 
!  available  dividends  and  does  not  reflect 
i  taxes.  Includes  a  1%  initial  sales  charge 
I  with  1.75%  charged  over  the  year  plus 
jexpenses.  Actual  portfolio  performance 
will  differ  from  strategy  stocks  because 
portfolios  are  established  and  liquidated 
|  at  different  times  of  the  year;  they  may 
purchase  and  sell  stocks -at  prices 
fj  different  from  the  closing 
orices  used  in  determining 
portfolio  unit  price;  portfolios 
slate  not  fully  invested  at  oil 
ijimes;  and  stocks  ore  not 
J  weighted  equally. 


Technology  and  communications.  Two  words  that  spark  enthusiasm  among 
investors  everywhere.  Now  you  can  tap  into  these  fast-growing  sectors 
through  the  new  National  Equity  Trust  Forbes  CommTech  Index  Trust. 
This  unique  investment  idea,  inspired  by  the  super-wealthy  members 
of  the  Forbes  400,  is  available  only  from  Prudential  Securities. 


How  the  Forbes  CommTech  Index 
works.  The  Forbes  CommTech  Index 
is  a  fixed  portfolio  of  the  10  technology 
and  communications  stocks  most 
widely  held  by  members  of  the  Annual 
Forbes  400  Richest  Americans  List. 
The  portfolio  uses  a  disciplined  buy- 
and-hold  strategy,  with  stock  selection 
changing  approximately  every  13  months 
(if  available),  based  on  the  investment 
holdings  of  the  members  of  the 
Forbes  400  List.  Because  of  the  Trust's 
concentrated  approach  and  heavy 
investment  in  technology  stocks,  it  is 
subject  to  higher  risk  and  dramatic 
price  fluctuation. 


A  reflection  of  the  investment 
holdings  of  America's  wealthiest 
investors.  The  holdings  in  the  Forbes 
CommTech  Index  may  vary  from  year  to 
year,  depending  on  which  companies  in 
technology  and  communications  sectors 
these  individuals  favor — from  Internet 
start-ups  or  wireless  enterprises  to  more 
established  blue-chip  technology  firms. 

For  more  information,  call  today. 

1-800-THE-ROGK 

extension  6858 
www.prudential.com 


(Mi  Prudential 


ire  information  about  the  Trust  including  all  charges  and  expenses,  obtain  a  prospectus  from  a  Prudential  Securities  Financial  Advisor.  Please  read  it  carefully  before  investing.  Although  the 
;  an  approximately  one-year  investment,  we  recommend  staying  with  this  strategy  for  at  least  three  years.  Because  of  the  tax  consequences,  including  capital  gains  treatment, 
ited  with  investing  in  the  Trust,  please  consult  with  your  tax  advisor  before  making  any  tax-related  investment  decisions. 

isT  is  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  Index  Inc.,  or  its  affiliates  ("Forbes"),  and  Forbes  makes  no  representation  regarding  the  advisability  of  investing  in  the  Trust. 
s"-1  is  o  trademark  of  Fprbes  Management  Company,  Inc.,  and  has  been  licensed  by  Forbes  for  use  by  the  Sponsor  on  behalf  of  the  Trust.  ©3/00  Prudential  Securities  Incorporated, 
'oter  Street,  New  York,  NY  10292,  member  SIPC,  www.prudentialsecurities.com,  o  wholly  owned  subsidiary  of  The  Prudential  Insurance  Compony  of  America. 
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THE  PRESENTATION 

That  night  I  hardly  slept.  Early  the  next 
morning  I  dragged  myself  into  work, 
and  then,  after  much  coffee,  into  the 
company's  oak-paneled  boardroom  to 
make  my  presentation  to  the  committee. 
Bruno  and  his  entourage  arrived  with 
boards  and  presentation  graphics  and 
videos.  Simon's  secretary  poked  her 
head  in  to  say  that  Simon  would  be  late 
and  that  we  should  start  without  him. 

Lester  gave  a  quick  introduction,  and 
I  began  my  spiel.  Everybody  apparently 
knew  this  was  a  pet  project  of  Simon's, 
since  they  interrupted  only  to  emphasize 
what  a  wonderful  idea  it  was.  When 
Simon  arrived,  a  flutter  of  anxiety  swept 
the  room.  Lester  interrupted  to  ask 
Simon  if  he  would  like  to  take  the  floor. 
Simon  generously  declined  and  indi- 
cated for  me  to  continue. 

After  about  10  minutes,  Simon  began 
to  pepper  me  with  questions.  Consider- 
ing that  we  had  run  him  through  the 
presentation  the  day  before,  this  seemed 
odd.  I  glanced  at  Lester,  who  wore  a 
look  I  had  previously  seen  only  on 
landed  fish.  It  didn't  take  long  for  the 
group  to  follow  Simon's  cue  and  start 
piling  on  objections.  I  suddenly  realized 
what  Simon  had  meant  when  he  said  he 
needed  the  group's  "buy-in":  He  needed 
their  support  in  kicking  the  legs  out 
from  under  the  project. 

Simon  finally  signaled  an  end  to  the 
carnage.  "This  is  a  very  important  proj- 
ect," he  said,  "and  I  think  it  behooves 
us  to  get  it  right.  Even  if  that  means 


I  glanced  at  Lester,  who  wore 
a  look  I  had  previously  seen 
only  on  landed  fish.  It  didn't 
take  long  for  the  group  to 
follow  Simon's  cue  and  start 
piling  on  objections. 


extra  time. 

it  to  the  white  board  and 

.  his  boxes  and  arrows. 

.   it   occurred   to  me  that 

I     in  v,  style  ot  manage 

5  oung,  d\  namic,  good- 

.  .  t  21,  2000 


looking,   brilliant.   He  was 
totally  up-to-date  on  man- 
agement theory  and  technol- 
ogy.  His   understanding   of 
the   Internet   economy   was 
second  to  none.  He  knew  the 
problems   of   the   company 
cold.  He  could  give  eloquent  speeches 
on  the  need  for  change.  And  yet  at  bot- 
tom, he  lived  in  mortal  terror  of  pro- 
ducing anything. 

"The  middle  managers  are  a  big  part 
of  the  problem,"  he  said,  indicating  with 
a  sweep  of  his  hand  a  cluster  of  boxes  on 
the  board.  "They  are  building  empires, 
imposing  their  will  on  their  departments 
for  the  sake  of  their  own  careers  rather 
than  what's  best  for  the  company.  We 
need  somehow  to  convey  to  the  masses 
that  they  are  empowered,  in  effect,  to 
circumvent  their  own  management." 

I  had  hardly  seen  Bob  Roberts, 
Simon's  boss  and  the  chairman's  long- 
time crony,  since  he  interviewed  me.  But 
he  strode  into  the  room,  an  apparition 
so  unexpected  and  out  of  place  that 
I  found  myself  literally  rubbing  my  eyes. 
I  had  never  seen  Simon  taken  off  guard. 
He  stopped  in  midsentence,  slack-jawed, 
as  Roberts  took  a  seat.  Oozing  obse- 
quiousness, Simon  quickly  summed  up 
and  yielded  the  floor. 

Roberts  was  a  bulky,  disheveled  man 
in  his  late  50s  whose  few  remaining 
white  hairs  stuck  out  randomly  from  his 
bald  pate.  Whereas  Simon  talked  in 
grand,  ethereal  terms  about  big  ideas 
and  culture  and  changing  the  world, 

Roberts  was  old-fashioned 

and  went  for  the  gut.  He 
paced  from  one  end  of  the 
room  to  the  other  as  he 
spoke.  "In  our  modest  pro- 
fession," he  said,  "we  don't 
just  take  orders  from  execu- 
tives. We  use  our  critical 
ludgment,  and  if  we're  told 
to  do  something  we  know  in 
our  professional  judgment  is 
misguided,  then  we  don't  just  kowtow. 
1  ciders  get  done  what  needs  to  get 
done,  despite  the  obstacles  a  big  com- 
pany like  this  may  place  in  your  way." 

Roberts  turned  to  Simon:  "When  is 
this  project  going  to  git  rolling?" 


Whereas  Simon  talked  in 
grand,  ethereal  terms  about 
big  ideas  and  culture  and 
changing  the  world,  Roberts 
was  old-fashioned  and  went 
for  the  gut. 


"Soon,"  Simon  said. 

"Soon,"   echoed  Roberts.   "I  see 
Was  he  mocking  Simon? 

"We  can  do  it  in  three  months," 
heard  myself  say. 

I  risked  a  glance  at  Simon,  and  sa\ 
he  was  now  sitting  bolt  upright,  his  eye- 
straight  ahead  and  slightly  glazed,  as 
he  were  in  the  presence  of  an  intens 
electric  field. 

"Three  months  is  an  awfully  Ion 
time,  Joe,"  Roberts  said,  turning  to  mi 
"But  then  again,  this  is  a  very  importar 
project.  If  you  can  get  this  project  oi 
the  door,  if  you  can  resurrect  this  are 
of  the  department  and  get  things  mo 
ing,  then  I  will  reward  you.  I  will  pre 
mote  you,  I  will  give  you  stock.  Tru' 
me:  I  will  make  you  a  wealthy  man. 
he  said  this,  he  held  his  cupped  hanc 
out  toward  me,  as  if  he  were  about 
physically  heap  some  vast  bounty 
the  table  before  me. 

I  could  only  stare  up  in  wondermei 
at  his  broad,  red  face. 

I  came  away  from  the  meeting  in 
odd  state.  Gone  was  the  fixation  on  tl 
impossible  situation  I  had  been  put 
Instead,  I  began  to  fantasize  about  wh 
it  would  be  like  to  be  promoted  to 
position  of  true  authority  in  one  of  t 
most    important   corporations   in  t 
world — to  have  a  hand  in  making  dec 
sions  that  affected  thousands,  million 
billions  of  people;  to  shape  the  techm 
logical  future.  Driving  down  the  stre 
I  found  myself  sizing  up  the  houses 
soon  would  be  able  to  afford,  the  ca 
I  would  be  able  to  drive.  A  whole  ne 
world  seemed  to  be  about  to  open  i 
for  me.  I  had  gotten  a  second  wind 
was  bent  on  taking  control  of  the  pro 
ect,  of  taking  it  where  I  wanted  f 
go — where  for  the  good  of  the  corpor 
don  it  must  go  —  not  where  everyboc 
thought  Simon  wanted  it  to  go. 

This  time,  I  would  make  it  work, 

Next  issue:  Yeah,  right. 
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his  column  marks  A  passage:  my  return 
from  an  18-month  adventure  at  an  Internet 
company  called  Quokka  Sports  back  into  the 
comfort  zone  of  regular  old  print  journalism. 

A  close  charting  of  my  brief  dot-com  career 
would  resemble  the  trajectory  of  a  boomerang. 
There  was  the  heave  (literally  taking  a  flier),  the 
altitude  gain  (learning  curve,  notions  of  getting 
rich),  the  apex  (night  before  the  IPO),  the  elliptical 
arcing  descent  (naps  on  the  beanbag  chairs,  April  3: 
the  day  Nasdaq  dropped  349  points,  and  notions 
of  not  getting  immediately  rich),  and  finally 
back  again.  Perfect  symmetry  in  retrospect.  But 
the  lessons  I  learned  from  living  on  Internet  time 
are  more  complex  than  that  represented  by  a 
boomerang's  pattern. 

I  fondly  remember  sitting  at  my  workstation 
one  Monday  morning  when  one  of  my  young  col- 
leagues staggered  into  our  communal  workspace. 
He  had  been  to  Las  Vegas  for  the  weekend  and 
returned  with  empty  pockets,  humbled  and  fatigued. 
He  also  had  been  awestruck. 

"Bellagio!  Oh  my  god!  Bellagio  was  like 
awesome!"  he  said  to  the  group  gathered  around 
his  desk.  "Those  columns,  those  gardens,  that  art, 
those  fountains. ..and,  like,  gondolas." 

As  the  "senior" 
The  lessons  I  learned  from  living 


on  Internet  time  are  more 
complex  than  that  represented 
by  a  boomerang's  pattern. 


member  of  the 
team,  though,  I 
considered  it  my 
duty  to  set  the 
record  straight 
from  time  to  time. 
I  stared  straight 

into  my  monitor 

and  let  fly:  "Has 
anyone  here  actually  been  to  the  original  Bellagio?" 
1  asked,  deadpan. 

Silence.  A  counterattack  was  forming.  Then  a 
grunt.  "Dude,  I  just  told  you... I  just  got  back." 
Dude  indeed. 

At  another  time  in  my  career  I  would  have  been 
tempted  to  use  this  anecdote  to  illustrate  the  differ- 
ence between  reality  and  virtual  reality.  Naturally, 
I  would  hoist  myself  high  on  the  back  of  reality, 
I  down  a  few  zingers  calling  the  transparent 


dot-com  culture  into  question,  and  call  it  a  da 

But  nostalgia  rules  that  out.  Now  that  I' 
worked  inside  a  startup,  it's  a  lot  harder  to  pol 
fun  at  my  younger  colleagues'  point  of  view.  Plu 
we've  produced  some  very  cool  technology.  Duri 
a  recent  conversation  with  my  father,  I  told  him 
a  technique  Quokka  had  developed  for  wiring  atr] 
letes  and  measuring  their  biometrics.  "We  put  it  uj 
on  our  site,"  I  said  proudly.  "It's  a  beautiful  thing. 

He  was  impressed.  "Any  second  thoughts  aboi 
leaving?"  he  asked. 

"Of  course,"  I  answered,  but  the  truth  is  th 
the  world  of  Internet  sports  broadcasting  had  bee 
frustrating  —  the  bare-knuckle  realities  of  gettii 
distribution  rights  for  future  events,  the  lag 
between  content  development,  and  the  irritati 
slow  downloads. 

In  the  end  I'd  realized  that  the  gap  between  pn 
ducing  cool  things  and  actually  delivering  them 
a  global  audience  is  a  lot  wider  than  I  had  ima 
ined,  at  least  by  my  yardstick.  I  had  to  face  the  fa 
that  my  own  impatience  had  gotten  the  better  <  ■ 
me  —  I  simply  became  tired  of  waiting  for  tl 
future  to  happen. 

But  as  I  make  the  transition  back  to  the  stor 
telling  world  of  journalism  I  know  so  well,  tl 
Bellagio  question  keeps  coming  up  in  my  mini 
What  is  more  real — ancient  edifices  shrouded  1 
scaffolding  that  you  cannot  get  near,  crumblii 
villas  whose  walls  say:  "This  far,  no  farther,"  ors 
experience  you  can  actually  have  with  somethir  . 
mimicking  reality? 

I'm  not  as  certain  as  I  once  was,  but  the  fa 
that  we  are  even  facing  these  questions  is  enouj 
evidence  that  reality  is  getting  reordered  and  revs 
ued  in  turn.  Time  and  space  are  shrinking.  Coi 
nectivity  is  ruling  the  day  and  doing  it  globally.  1 
experience  the  phenomenon  is  a  privilege.  To  be  • 
a  position  of  trying  to  understand  its  breadth  ai 
depth,  and  explain  its  social  evolution,  in  turn, 
an  even  greater  one. 

Patrick  Dillon  (pdillon@forbes.com)  is  For 
\s  KP's  newest  senior  editor.  A  Pulitzer  Prize-ivim 
journalist,  his  most  recent  book  is  the  tcia 
acclaimed  Lost  at  Sea:  An  American  Tragedy. 
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AMONG     THE     MANY     LESSONS     corporate 
America  should  learn  from  the  Microsoft 
antitrust  trial,  one  stands  out  above  the 
rest:  Burn  the  emails. 

Why  Microsoft,  recently  the  world's  most  valu- 
able private  enterprise,  did  not  delete  sensitive 
email  correspondence  boggles  the  mind.  The 
Department  of  Justice's  May  1998  complaint 
merely  connected  the  dots  between  internal  emails 
plotting  to  "leverage"  Windows  to  help  squeeze 
rivals'  "air  supply."  Thanks  in  large  part  to  poetic- 
spinning  of  these  "smoking  gun"  emails  by  the 
DOJ's  hired  gun,  David  Boies,  Microsoft  found 
itself  trapped  in  Judge  Thomas  Penfield  Jackson's 
credulous  gaze.  The  beast  from  Redmond  was 
ordered  straight  to  jail — do  not  pass  Go,  do  not 
collect  $200. 

Intel  wised  up  long  ago.  It  routinely  expunges 
incoming  emails  in  35  days,  outgoing  emails 
in  just  seven.  Peter  Detkin,  vice  president  and 
assistant  general  counsel,  says,  "If  you  don't 
need  it  for  business  reasons,  get  rid  of  it."  This 
cheats  history — but  also  federal  prosecutors.  It  has 

not  gone  unnoticed 
among  alert  corpo- 
rate counsel  that  the 
Federal  Trade  Com- 
mission folded  up  its 
monopolization  case 
against  Intel  last  year 
in  a  settlement  mask- 
ing capitulation. 

Making  old  email 
disappear  prevents 
"evidence"  written 

in  one  context  from 
being  read  to  the 
court  in  another.  As 
an)  ust-r  of  email  knows,  raw  text  is  potentially 
toxic  in  the  wrong  hands.  A  friendly  directive 
from  a  manager  can  be  read  as  the  ravings  of 
a  monomaniacal  boss  if  spun  the  right  way. 
E-notes  speak  a  digital,  interactive  rhythm;  cryptic 
phrases  with  inside  references  shortcut  madly. 
That's  e-efficiency,  [MHO. 

Misinterpretation  by  those  outside  the  immedi- 

loop  is  therefore  not  occasional  but  the  norm. 

llns  becomes  obvious  almost  every  time  SEND 


(or,  perhaps  more  commonly,  REPLY  ALL)  is  ina< 
vertently  clicked.  Embarrassment  ensues,  and  n< 
just  because  of  cheesy  humor  attachments  (lik 
the  nasty  nun  joke  sent  by  the  Federal  Communi 
cations  Commission  last  year  to  its  official  Dail 
Digest  mailing  list).  It  is  because  context  is  rou' 
tinely  omitted  in  narrowly  focused  discussions! 
The  result  is  staccato  notes  that  sound  brutall  ■ 
harsh  to  outside  observers. 

"If  anything  will  bring  about  the  downfall  ofl 
a  company,"  Disney  Chairman  Michael  Eisnet 
recently  told  graduating  seniors  at  USC,  "it  is  blinA 
copies  of  emails  that  should  never  have  been  serri- 
Every  fight  that  goes  on  seems  to  start  with  a  mist 
understanding  over  email." 

Even  dot-coms  are  learning  to  tidy  up  thei 
hard  drives.  In  1998,  Seattle-based  Amazon. cor 
rolled  out  a  "Sweep  and  Keep"  campaign  to  ti 
up  the  company  e-files,  awarding  bonus  lattes  ti 
employees  for  hitting  their  Delete  keys.  "I  lovl 
email,"  exclaimed  CEO  Jeff  Bezos.  "The  problem  1 
somebody  can  take  it  out  of  context  and  use  1 
against  you,  and  we  have  to  guard  against  that." 

In  the  meantime,  emails  are  a  windfall  for  lit 
gators.  Compared  to  paper  trails,  electronic  corn' 
spondence  is  difficult  to  destroy,  easy  to  locattl 
and  a  breeze  to  analyze.  The  old  document  dumf|| 
producing  a  trainload  of  internal  correspondi 
to  sort  through,  is  thwarted  by  searching  f< 
couple  of  key  words. 

The  carnage  heaped  on  Microsoft's  equity 
by  the  antitrust  case  should  give  every  corporal 
manager  in  America  pause — as  should  the  sterlin 
example  set  by  the  Clinton  administration.  It  "lost 
hundreds  of  thousands  of  emails  sent  betwee 
1996  and  1998,  and  while  aware  of  the  "glitch," 
failed  to  report  this  event  to  investigators  who  ha 
issued  subpoenas  for  the  correspondence.  Presidei 
tial  spokesman  Jim  Kennedy  confided  that  Whii 
House  employees  purge  emails  regularly  as  a  mai 
of  policy.  We  finally  may  have  found  the  activity 
which  government  efficiency  exceeds  that  of  til 
private  sector. 

Thomas  W.  Hazlett  is  a  resident  scholar  at  tl\ 
American  Enterprise  Institute.  He  is  writing  a  boo 
about  the  Microsoft  antitrust  case  with  cojuthi 
George  Bittlingmayer. 


AVhlA 


\ 


\ 


'V/V 


to  b  e  r 

:.-3 


m 


l/'s  markets,  value  is  increasing- 
ly-mined  by  intangibles  like  brand, 
I  capital,  employee  retention,  and 
n  ion.  The  recent  volatility  of  the 
>c  i  exchange  has  reinforced  the 
Ision  that  investors  are  staking 
Ijms  on  poorly  understood 
I  New  technologies  like  MP3  and 

■  re  destroying  once-rich  business 
i  while  last  year's  theories  about 
||iip  have  been  eviscerated  by 
Bonomy"  companies  now  joining 
I  mmerce  wave. 

■pond  annual  Measuring  the 

■  conference  will  address 

■  iting  the  New  Economy" — how 
Bations  not  only  succeed  but 
li  today's  dynamically  unpre- 

■  !  market  system.  The  event  will 
jjanagers  and  investors  make 
«j)f  these  forces.  The  featured 
fjvill  include  intellectual  capital, 

■  hip,  anti-trust,  innovation, 

■  ig  technologies,  and  emotion  in 

■  kplace. 


li  more  or  to  pre-register  cal 

■  761-4008,  emaU 

^  ien@us.cgeyc.com,  or  visit 
u  sinessinnovation.ey.com/ 

■  eventsf.html 


us 


i 


Cap  Gemisi 
Ernst  &FoiwG 


COMPAQ    •    DUKE  ENERGY    •    INNOVEST     •     LVMH 
MTV  NETWORKS    •    STUDENTUNIVERSE.COM 


:  CLAYTON  CHRISTENSEN 

I  Author,  The  Innovator's 

i  Dilemma  and  Harvard  Business 

i  School  Professor 

CHUCKD 
;  Rapper  and 
Intellectual 
Property  Advocate 


WA  LTERWRISTON 

Former  Chairman  and  CEO 

of  Citicorp  and  Citibank 


ROBERT  LITAN 


Vice  President  and  Director  of  Economic ! 
Studies,  The  Brookings  Institution  • 


SPENCER  REISS  8c  JOHN  BROWNING 


|  Wired  Index  Co-founders, 
The  Gilder  Group 


ister  Now 

www.businessinnovation.ev.- 


old  the 


I 


for  Our  2nd 
Annual  Conference 


ERNST  &  YOUNG  CENTER  FOR  BUSINESS  INNOVATION  •  ONE  CAMBRIDGE  CENTER  •  CAMBRIDGE 


?1.400C 


BJOVENTURES 


VENTURES 

lotech  in  Space 


R 

u 


For  most  people  in  the  biotech  industry, 
medicine  is  the  main  topic  of  interest.  For  the 
general  public,  biotech  equals  genetically 
engineered  foods  that  kill  butterflies  and  upset  Ben 
&  Jerry.  But  for  a  growing  number  of  us,  the  next 
big  thing  is  not  what  Celera  Genomics  will  do  with 
the  Human  Genome  Project — it's  how  biotech  will 
help  get  us  to  the  stars. 

The  Astrobiology  Institute,  headquartered  at 
NASA's  Ames  Research  Center  in  California,  along 
with  a  hardy  band  of  collaborators  from  other 
NASA  facilities,  government  agencies,  industry,  and 
universities,  are  forging  into  the  new  millennium 
with  a  toolbox  full  of  biotech  knowledge  and  tech- 
niques. The  next  great  opportunity  for  companies 
and  investors  lies  in  how  they  fill  that  toolbox. 

Without  biotech,  space  exploration  is  virtually 
dead  in  the  water.  Silicon  and  inorganic  engineer- 
ing have  taken  us  just  about  as  far  as  they  can.  The 
ability  to  manipulate  biological  systems  and  to  fuse 
biology  with  engineering  is  absolutely  required  to 
carry  us  beyond  the  moon's  orbit,  to  keep  astro- 
nauts alive  and  healthy,  to  carry  out  extended, 
remote  space  exploration  of  the  evolution  of 

life  on  other  planets, 


The  ability  to  manipulate 
biological  systems  and  to  fuse 
biology  with  engineering  is 
absolutely  required  to  carry 
us  beyond  the  moon's  orbit. 


and  to  begin  the  con- 
version of  Mars  and, 
perhaps,  other  plan- 
ets, into  homes  away 
from  home. 

Spacecraft  carrying 
astronauts  need  bio- 
tech to: 

•  Create  crops  that 
can  survive  in  the  con- 
straints of  a  recycled 
environment. 

•  Stock  tissue  banks 
to  provide  tissue  for  surgery  and  spare  parts  for 
travelers  —  the  Mayo  Clinic  doesn't  deliver. 

•  Rapidly  identify  toxic  agents  in  the  environ- 
ments ot  other  planets  and  generate  effective 
countermeasures  without  the  decade-long  drug 

I  lopment  cycle  currently  ruling  here  on  Faith. 

Biotech  ahead)  is  giving  us  hints  about  how  to 

eel  astronauts  from  some  of  the  nasty  side 

effects  of  extended  microgravit)  exposure.  One  of 


the  biggest  problems  for  humans  in  space  is  bo 
loss.  Extended  space  flight  has  shown  clearly  tr 
exercise  alone  can't  fix  the  problem.  Says  I 
Millie  Hughes-Fulford,  the  only  cell  biologist 
make  it  into  space  to  date,  "In  the  worst  cas 
astronauts  on  the  space  station  for  extended  pe 
ods  were  losing  19%  of  their  bone  mass  per  yi 
even  though  they  were  trying  to  exercise  so  mu 
that  they  were  essentially  undernourished." 

Hughes-Fulford  and  her  colleagues  have  b 
conducting  experiments  in  space  that  investigate 
molecular  pathways  inside  bone  cells  that  drive  be 
formation,  both  on  Earth  and  in  microgravity. 
turns  out  that  weight-bearing  exercise  stimula 
the  bone-making  cells  to  release  a  fatty  molect 
arachidonic  acid,  from  their  inner  membranes  ii 
the  cell's  interior,  where  it  is  converted  into  a  s] 
cific  prostaglandin.  This  in  turn  sets  off  a  series 
cascading  molecular  changes.  The  net  result  oft 
"signal  transduction"  is  new  bone  formation. 

The  microgravity  environment  seems  to  set 
roadblocks  that  prevent  this  message  transmissii 
Hughes-Fulford  and  her  team  are  planning  expt 
ments  to  see  if  "fake"  signals  can  be  used  to 
around  the  blockade  and  restart  bone  growth.  1 
results  not  only  will  help  astronauts  stay  health 
space  but  also  will  be  invaluable  as  a  medical 
ment  for  earthbound,  bedridden  patients  and 
with  osteoporosis. 

Further  into  the  future,  evolvable,  "intelligei 
spacecraft  able  to  explore  distant  planets  far  fr 
the  reach  of  Mission  Control  will  require  desij 
that  mimic  living  organisms.  Lynn  Harper,  c 
of  the  founders  of  the  science  of  astrobiology  i 
the  Astrobiology  Institute,  points  out  that  ui 
recently  most  people  assumed  that  Mars  was 
only  potentially  habitable  planet — and  thus 
one  most  worthy  of  exploration. 

"Now  some  believe  [one  of  Jupiter's  moon 
Europa,  is  a  better  candidate,  and  there  are  sij 
of  oceans  on  other  worlds.  Some  suggest  the  up 
atmosphere  of  Venus  or  Jupiter  may  be  habital 
The  proposed  Kepler  Mission  would  use  techr 
ogy  to  identify  Earth-sized  planets  in  the  habita 
zone  around  thousands  of  stars,"  says  Harj 
"We  need  to  understand  deeply  the  nature  a 
rules  that  determine  where  life  can  exist,  [in  ore 
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to  characterize  environments  that  can  support  life." 

Harper  also  explains  that  understanding  the 
rules  that  govern  life  in  the  universe  will  become 
increasingly  important  as  our  way  of  life  continues 
to  impact  the  ecology  and  habitability  of  our 
planet.  We  may  gain  important  clues  about  how  to 
sustain  life  here,  or — worst-case  scenario — we 
may  find  ourselves  in  need  of  a  new  planet. 

To  carry  out  long-term,  long-distance  explo- 
ration, we  need  spacecraft  capable  of  self-diagnosis 
and  self-repair.  Ken  Souza,  deputy  director  for 
Astrobiology  and  Space  Research  Craft  at  Ames, 
believes  biotech  tools  can  contribute  to  the  design 
of  such  craft.  If  a  meteorite,  for  instance,  were  to 
penetrate  the  hull  of  a  craft  that's  on  an  extended 
voyage,  the  blow  would  activate  a  molecular  signal 
transduction  cascade,  a  "healing  process,"  that 
would  mend  the  hole.  What  would  otherwise  be  a 
catastrophic  mission  gets  another  chance,  thanks 
to  inspiration  gleaned  from  what  we've  learned 
from  our  own  cells. 

Dr.  Mel  Averner,  program  manager  at  NASA's 
Fundamental  Biology  Program,  also  sees  biology  as 
providing  great  models  for  craft  design.  To  explore 
the  ice-covered  sea  on  Europa,  "the  NASA  team  is 
looking  to  organisms  that  can  get  below  the  sur- 
face," he  says.  Worms,  moles,  and  snakes  provide 
design  hints.  Instead  of  heavy  machinery  requiring 
petroleum  products  for  fuel,  "we  are  designing 
something  that  is  fast,  agile,  and  has  a  'smart 
skin.' "  This  smart  skin  will  be  able  to  analyze  the 
gases  the  craft  generates  as  it  melts  Europa 's  perma- 
frost on  its  way  down  to  the  moon's  sea. 

The  underwater  exploration  of  Europa 's  ocean 
probably  won't  use  a  submarine  but  rather  a  craft 
based  on  fish.  MIT  researchers  are  developing  a  robot 
fish  that  will  be  equipped  with  3D  navigation,  using 

fins  for  propulsion 


To  carry  out  long-term,  long- 
distance exploration,  we 
need  spacecraft  capable  of 
self -diagnosis  and  self-repair. 


instead  of  a  subma- 
rine rotor.  "Ima- 
gine putting  surface 
receptors  on  these 
'fish'  and  releasing 
hundreds   in   the 
Europa  seas,"  says 
\\  erner.  "When 
they  detect  some- 
thing interesting, 
tlu  5  set  off  .1  signaling  pathway  that  drives  a  response, 
which  is  communicated  to  the  other  fish,  which  all  then 
respond."  Best  of  all,  the  school  of  fish  doesn't  need 
to  wait  for  Mission  Control  to  decide  what  to  do — 
the  response  is  wired  into  the  "biology"  of  the  fish. 
!  [arper  .ind  her  colleagues  want  to  apply  other 
ons  from   nature  to  space  exploration.  She 
>  thai  life  on  Earth  depends  on  ecologies  made 
!  pecies,  each  filling  a  niche.  NASA  is 

w  hether  we  could  benefit  from  apply- 
i       approach  in  space,  she  says.  Forget 


trying  to  design  a  single  craft  that  can  do  every- 
thing and  must  somehow  stay  functional  long 
enough  to  complete  the  mission.  Instead,  build 
ecologies  made  up  of  machines  with  different 
capabilities  that  work  cooperatively,  scavenging 
pieces  from  broken  craft  to  make  or  repair  new 
machines,  and  using  indigenous  resources  to  provide 
fuel  and  replacement  parts — "living  off  the  land." 

This  design  work  is  already  under  way.  A  NASA 
team  is  developing  a  group  of  spacecraft  that  will 
have  the  capacity  to  work  together  to  explore  a 
planet.  The  machines  will  be  able  to  share  informa- 
tion with  one  another,  act  in  a  coordinated  fashion, 
and,  ultimately,  create  new  machines  in  response  tc 
their  findings.  In  essence,  the  machines  will  act  like 
individual  neurons,  communicating  and  responding 
to  the  environment  through  a  central  "brain." 

Along  the  same  lines,  a  new  type  of  computei 
may  solve  a  big  problem.  As  traditional  computers 
get  larger,  they  need  more  power  and  generate 
more  heat.  At  some  point,  you  can't  build  a  big 
enough  computer  to  do  the  calculations  needec 
and  be  able  to  house  it  in  a  spacecraft!  Enter  bio 
mimetic  computers — computing  machines  basec 
on  biological  pathways  rather  than  silicon. 

Individual  cells  have  a  lot  to  teach  engineer! 
about  calculating  power.  Every  cell  in  our  body 
from  the  lowly  gut  cell  to  the  lofty  neuron  perched 
in  the  brain,  has  to  make  millions  of  decisions 
responding  to  environmental  changes  on  a  second- 
to-second  basis  all  day,  every  day.  They  modih 
what  proteins  are  made  and  in  what  amount,  whai 
metabolic  pathways  are  revved  up,  what  genes  are 
expressed — and  all  within  a  fairly  narrow  window 
of  acceptable  parameters,  or  the  cell  dies.  Bio' 
mimetic  computers  would  harness  the  incredible 
computing  capacity  of  our  cells. 

This  next  revolution  will  happen  only  if  NASj* 
is  able  to  create  multidisciplinary  teams  with 
decidedly  nongovernmental  agency  look  to  them| 
and  which  evolve  into  a  new  creature  better  equipp 
for  the  future.  Enticing  biotech  companies  to  apphl 
their  technology  and  skills  to  the  tasks  ahead  ij 
crucial.  While  Genentech,  Merck,  and  Chiron  have! 
flown  experiments  with  NASA,  that's  not  goocj 
enough.  We  need  some  entrepreneurial  scientist: 
who  are  willing  to  take  a  very  long  view  and  tear 
up  with  NASA.  Biotechnology's  full  promise  will  bi 
realized  only  if  its  scientists  and  businesspeople 
start  thinking  beyond  medicine. 

It's  time  for  biotech  to  make  the  next  grea 
leap  —  off  our  planet  of  origin  and  into  the 
universe. 


Cynthia  Robbins-Roth  is  the  founding  partner 
of  BioVenture  Consultants  and  author  of  Frorr 
Alchemy  to  IPO:  The  Business  of  Biotechnology! 
Information  sources  for  interested  readers:  www 
nai.arc.nasa.gov,  http://tnicrogravity.nasa.gov. 
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October  25-27,  2000     The  Millennium  Broadway     New  York  City 


Brought  to  you  again  by  Gilder  Publishing  and  Forbes,  The  New  Economy  conference  will  explore  the 
economic  forces  driving  change  in  the  marketplace  and  show  how  emerging  corporate  strategies  fit  those  new 
imperatives,  or  fight  them.  As  they  do  in  their  investment  letter,  New  Economy  Watch,  editors  John  Browning 
and  Spencer  Reiss  will  bring  to  the  table  the  people  and  companies  that  are  remaking  the 
competitive  landscape  —  not  just  in  technology,  but  across  the  corporate  spectrum. 


Designed  for  senior  executives,  corporate 
strategists,  financial  professionals, 
.and  forward-looking  investors,  this 
lunique  forum  offers  a  front-row 
>seat  on  the  future  of  business 
and  the  drivers  who  are  making 
it  happen  today. 

•Sign  up  now  —  last  year's  event 
sold  out  fast! 
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conference  partners 

Arkansas  Department  of  Commerce  •  CoreExpress  •  Digex  •  EC  Cubed 

Electron  Economy  •  Investec  Asset  Management  Limited  •  Reuters  •  WorldCom 

with  support  from 
Steelcase 


E-mail:  neweconomy@forbes.com     Web:  www.forbes.com/conf     Fax:  212-367-3550     Phone^712-367-3559 

Forbes  Management  Conference  Group    28  West  23rd  Street,  10th  Floor,  New  York,  NY  10010 

Limited  sponsorship  opportunities  are  available.  E-mail  sponsorship  inquiries  to  gewing@forbes.com. 


MO  RES    by  Owen  Edwards 

Faux  Love  or  Money 


OH,  cool!  My  bank  in  California,  Wells 
Fargo,  has  just  introduced  a  new  feature  to 
its  ATMs:  movie  previews.  Awesome.  Now, 
instead  of  fuming  in  line  while  some  multiply 
pierced  and  tattooed  fellow  citizen  stands  at  the 
teller  machine  doing  three  months'  worth  of  bank- 
ing transactions,  I  can  languish  even  longer  while 
he/she/it  makes  six  separate  deposits,  buys  stamps, 
and  prints  10  transaction  records  on  three  different 
accounts,  before  lingering  over  the  action  scenes 
from  Austin  Powers  3:  Shagheart.  Another  victory 
for  Infaux  Tech. 

It  is,  of  course,  akin  to  heresy  to  ask  the  obvious 
question:  Do  we  need  this?  And  to  wonder  what  ben- 
efit this  B2B2C  brainstorm  might  have  for  the  hapless 
consumer.  Alas,  the  new  holy  trinity- — a  video  screen, 
digital  transmission  technology,  and  a  pair  of  eyeballs 
captured  for  10  seconds — pretty  much  dictates  that 
some  information,  however  irrelevant,  must  con- 
stantly be  put  into  play.  To  question  the  hegemony  of 
information,  whatever  its  source,  its  quality,  or  its 
ultimate  purpose,  is  to  question  the  information  rev- 
olution itself.  These  days,  that  can  be  almost  as 

dangerous  as  asking 
Robespierre  if  the 
French  Revolution 
might  just  possibly 
be  a  bit  excessive.  In- 
formation is  power, 
goes  the  digerati 
creed,  and  power  is 
good;  therefore  it 
must  follow  that 
information  is  good 
by  definition. 

Thus  encouraged, 

packagers  slice  and 

dice  the  stuff  every 

possible  way.  If  this  is  the  information  age,  then,  by 

God,  we'd  better  create  more  information.  Put  a 

dozen  all-news  channels  on  television,  and  you're 

going  to  get  All  Elian  All  the  Time.  Increase  the 

sources  and  bandwidth  for  digital  information,  and 

!\  will  inevitabl)  be  produced  to  fill  the  vacuum. 

\nd  most  of  us,  dragged  into  addiction  by  the 

that  the  more  information  we  have,  the 

1!  be,  will  browse  the  vast  flea  market 

of  news,  rum    is.  facts,  and  factoids  without 


paying  much  attention  to  what  actually  matter 

Some  of  the  stuff  pushed  at  us  is  annoying  b 
innocuous,  like  Muzak  at  the  supermarket.  T 
majority  of  chat  rooms  fall  into  this  category.  Th 
are  the  sort  of  banal  babble  you  might  hear 
a  party  you  wish  you  hadn't  gone  to;  call 
"nanotalknology."  But  some  infaux  is  not  so  inn 
cent;  Internet  gossips  like  Matt  Drudge  and  til 
"black  helicopter"  school  of  internuts  actual! 
arouse  emotions  that  can  switch  from  ditsy  to  da| 
gerous  in  almost  no  time. 

But  all  of  this  information  is  weirdly  seductiv 
we  respond  to  it  because  it's  there,  whether  or  nl 
it  has  any  real  utility.  Case  in  point:  I  have  a  bo{ 
currently  out  there  pleading  to  be  bought.  So,  lil 
every  other  author  with  Internet  access,  I  go 
Amazon.com  around  300  times  a  day  to  see  whe 
the  book  stands  on  the  Web  site's  sales  rankin(j 
Now  no  one  actually  knows  what  these  rankii 
mean  in  terms  of  books  sold,  and  Amazon  isr| 
talking.  Rankings  can  change  mysteriously  by  hu 
dreds  or  even  thousands  of  places  from  one  day  I 
the  next,  yet  nothing  indicates  whether  that  meal 
a  few  books  or  truckloads  were  sold.  Amazorj 
rankings  are  simply  numbers  with  no  knov 
value:  digital  empty  calories.  Yet  I  and  a  legion) 
other  writers  consult  them  constantly,  reveling  ir 
rise,  despairing  at  a  drop.  Who  knows  how  ma 
books  will  never  be  written  because  those  wl 
should  be  writing  them  are  spending  half  tht 
days  snacking  on  Amazon's  numbers?  Another  t 
umph  for  the  Infaux  Revolution. 

Even  real  information  can  morph  into  infau 
with  malignant  results.  The  minute-by-minu, 
value  of  stocks  is  legitimate  enough,  for  instanc 
But  for  those  of  us  who  are  not  brokers  or  1 1 
shepherds  of  mutual  funds,  it's  fairly  pointless.  ^ 
the  availability  of  instant  information  on  comput 
screens  has  spawned  the  dreaded  day  trader,  ve 
possibly   the   most   destabilizing    influence  t 
market  has  seen  since  the  50%  margin  trading 
the  1920s.  : 

Okay,  information  is  power.  But  sometimes 
power  is  to  deceive,  delude,  distract,  and  bemu 
And  all  we  can  do  to  defend  ourselves  is  to  lea 
how  to  ignore  more  and  more.  When  your  AT 
starts  to  shill  for  Disney  and  DreamWorks,  th 
asks  if  you  want  tickets,  just  say  "faux." 

k94t 


, 


■ 


■ 


jf* 


e  than  ever,  people  are  communicating  with  Cypress 


rful,  wireless  handheld  computing, 
ing  terabytes  of  data  across  a  global  network 
nanosecond:  The  tiny  semiconductor  makes  it  happen. 
Cypress  semiconductor. 


JW  CYPRESS 

Driving  the  communications  revolution 


vtd  the  Cypress  logo  are  trademarks  of  Cypress  Semiconductor  Corporation. 
ght  2000  Cypress  Semiconductor  Corporation.  All  rights  reserved. 
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THE   OPTICAL  COMMUNICATIONS   INDUSTRY   PICKED 
US   FOR  THE   FIVE   LARGEST   DEALS   IN    HISTORY. 
GUESS  WE   HAVE   PRETTY   GOOD  VISION. 
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Cerent 

November  1999 


has  been  acquired  by 
Cisco  Systems 


Chromatis 


Pending 


$5,000,000,000 

has  agreed  to  be  acquired  by 
Lucent  Technologies 


Abia 


March  2000 


$4,300,000,000 

has  merged  with 
Redback  Networks 


NORTEL 

NETWORKS 

January  2000 


$3,250,000,000 

has  acquired 
Qtera  Corp. 
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ros 


June  2000 


$3,250,000,000 

has  been  acquired  by 
Nortel  Networks 


Nowhere  does  change  happen  faster  than  in  the  optical  communications  indu 
(last  clocked  at  186,000  miles  per  second).  Seeing  the  future  before  it  happens  i 
just  an  advantage.  It's  mandatory.  And  that's  why  we  were  picked  to  advise  on  the 
largest  optical  M&A  deals  in  history.  We're  helping  others  to  see  the  (value  of) 
CREDIT   SUISSE   FIRST   BOSTON   TECHNOLOGY   GROUP. 
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